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BY PETER KENNEDY
Taking a break from drilling on the East Emerald zone at Sultan Minerals’ Jersey Emerald property in southeastern

British Columbia. From left: Richard Lawrick of Prospector Diamond Drilling, Sultan project manager Ed Lawrence,
and driller's helper David Little.

BY PETER KENNEDY

SITE VISIT

Sarmo, B.C. — In its heyday in the
1950s, this forgotten mining camp
in southeastern B.C. supplied the
metals that laid the foundation
stones for what became one of
Canada’s leading gold producers,
Placer Dome.

Before operations ceased in1973,
the Jersey Emerald claim, pro-
duced 1.6 million tonnes of tung-
sten ore, wealth-creating material
that helped to turn Placer Dome
into a metals giant before it was

Vancouver — Imperial Metals
(111-1, 1IPMLE-0) recently agreed on
terms of its planned takeover of
bcMetals (c-v, BMTLF-0) with the
junior, only to see a revised com-
peting offer come forward from
Taseko Mines (TKO-T, TGB-X).
Imperial has boosted its previous
1l-cash offer to $1.10 per bcMetals
share plus 2¢ for any “out-of-the-
money” securities. In return, all
bcMetals directors and officers
have indicated they will tender to

Imperial-Taseko
battle for
bcMetals heats up

BY STEPHEN
STAKIW

that tender to its offer.

swallowed last year by Barrick
Gold (ABx-T, ABX-N).

Now this century-old property
in the hills above Salmo is getting
alift from global shortages of tung-
sten, a metal that is renowned for
its durability, high melting point,
and a range of applications that
include light filaments and ar-
mour-piercing bullets.

The tungsten ore was extracted
from a handful of deposits that are
now controlled by Sultan Miner-
als (suL-v, sLMLF-0), a Vancouver
company that is hoping to take ad-
vantage of near-record prices by

vember. How-
ever, soon after
the friendly
agreement be-
tween Imperial
and bcMetals
was announced,
Taseko upped
its bid to match
the $1.10 offer,
citing a sooner
payout for those

restarting production on its tree-
lined property.

“If metal prices don’t collapse,
I'd say it’s a go,” said Ed Lawrence,
a 7l-year-old mining industry con-
sultant, who was mine manager
when Placer made the decision to
halt production 35 years ago.

At that time, tungsten prices had
slumped to around US$50 per
tonne, and a resource tax imposed
by the governing B.C. New De-
mocrats wiped out whatever prof-
its Placer could hope to achieve by

keeping the operation running. ——,

See SULTAN, Page B2 -

the new offer and will recommend
that shareholders do likewise.
BcMetals’ board also intended to
formally recommend rejection of
the competing $1.05-per-share offer
put forward by Taseko in early No-

The initial 95¢-per-share offer
launched by Imperial in early Sep-
tember was subsequently with-
drawn after a couple of months
due to “certain risks and uncer-

See IMPERIAL, Page B4

Peregrine
launches
winter program

on Tl Kwi Cho

When cash calls to its joint-venture partners went
unanswered in December, Peregrine Diamonds
(pcD-T1) increased its stake in the WO diamond proj-
ect in the Northwest Territories and, in turn, the DO-
27 pipe to 71.74% from 54.47%, at the expense of Aber
Diamond (ABz-T, ABER-Q), SouthernEra Diamonds
(spM-T, spmFF-0) and DHK Diamonds.

The WO property centres on the
DO-27 and DO-18 kimberlite pipes
that comprise the infamous T1li Kwi
Cho kimberlite complex. As the op-
erator, Peregrine has been advanc-
ingthe project through scopinglevel
studies. From June 2005 to Novem-
ber 2006, the joint-venture partners
spent almost $19 million in their as-
sessment.

Discovered by Kennecott
Canada, a division of Rio Tinto
(rTP-N), during the early days of
the Lac de Gras diamond rush, the 9-hectare DO-27
and 3-hectare DO-18 kimberlite pipes form one of the
largest kimberlite complexes found in the Canadian
Arctic, exceeded only by the Wombat and Jay pipes
on the Ekati mine property.

In early November, Peregrine announced mod-
elled values for a 508.9-carat parcel of rough dia-
monds recovered from the 2005 and 2006 bulk-sam-
ple drilling programs on the DO-27 kimberlite pipe.
Modelling work by WWW International Diamond
Consultants suggests diamonds from the pyroclas-
tic phase of DO-27 would command a price of be-
tween US$41 and US$62 per carat based on the Sep-
tember 2006 price book, which is in line with
expectations based on the work to date by Peregrine
and earlier work by Kennecott.

For the 2007 field season, already under way, Pere-
grine has proposed a $27-million budget for a third
bulk-sample drilling campaign in order to recover a
much larger parcel of diamonds. At least 3,000 carats
are needed to tighten the constraints or confidence

See PEREGRINE, Page B6
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Sultan project manager Ed Lawrence stands in front of the Dodger 4200
portal at the Jersey Emerald property in southeastern British Columbia. The
Dodger mine was once a model for trackless mining in North America.
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Three decades later, Sultan is
using Lawrence’s extensive knowl-
edge of the 92-sq.-km Jersey Emer-
ald site in a bid to prove up suffi-
cient reserves of tungsten to
support a production rate of about
2,000 tonnes per day.

Hopes that it will be feasible to
restart the mine rest on a number
of factors, which have combined
to send tungsten prices soaring to
a near-record high US$258 per
tonne, from an average of around
US$60 in the last decade.

They include export restrictions
in China — a country that produces
about 85% of the world’s mined
tungsten — and a lack of explo-
ration, which has left the Western
world with only a handful of tung-
sten mines.

One of those, North American
Tungsten’s (NTC-v, NATUF-0) Can-
tung mine in the Northwest Terri-
tories, could be exhausted within
three years, potentially leaving
Primary Metals (pM1-v, PMIZF-0)
— owner of the Panasqueira mine
in Portugal — as the Western
world’s only publicly traded pri-
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mary tungsten producer.

Aside from privately held mines
in Russia and some mom-and-pop
operations in Bolivia, Sultan would
have few publicly traded competi-
tors if it executes the plan to restart
production on Jersey Emerald.

In an interview, Sultan president
Art Troup said it would likely cost
about $50 million to reopen the site,
using contract miners. The cash
flow, he said, could be used to con-
tinue exploring for other minerals,
and outline reserves in a molybde-
num deposit, which lies beneath the
mine workings.

The type of mine that Sultan en-
visages would be fed to some extent
by ore that remains from two lead-
zinc mines and five former tungsten
mines that supplied strategic met-
als to the United States during the
Second World War.

Sultan’s optimism is based on a
preliminary resource estimate is-
sued by the company in November.
It says drilling so far has outlined a
3.7-million-tonne resource, averag-
ing between 0.37% and 4% tungsten
oxide per tonne.

That resource is thought to lie
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within the workings of what used
to be known as the Invincible and
Dodger mines.

Based on results of 21 drill holes,
the company has also outlined
roughly 500,000 tonnes of indi-
cated and inferred molybdenumre-
sources in the Dodger workings.

When The Northern Miner
toured the property recently there
was little visible evidence that the
mines on what is known as the Jer-
sey Emerald property were a major
source of tungsten or any other
kind of metal.

That’s because Placer stripped
the property of virtually all of its
former contents, leaving only the
processing plant foundations and
an empty swimming pool. The
pool was a popular venue for local
residents because it was heated
with water from the old mine com-
pressors.

It remains a landmark that is vis-
ible from the dirt road leading up to
the entrance of the underground
workings of the Invincible mine.

East Emerald

On a drive along the winding dirt
roads during the recent visit, a
drilling crew was trying to add to
the known tungsten resource by
probing in an area known as the
East Emerald tungsten zone,
which is located above the old In-
vincible mine.

Before taking a break for
Christmas, the drill crew tested
for downdip extensions at the
western edge of the East Emer-
ald zone, which has been traced
for 1,100 metres along strike, and
is accessible both from surface
and from the Invincible mine un-
derground workings.

Lawrence believes the East
Emerald zone could be a vital part
of a future mining operation be-
cause it has the potential, he said,
to contain a large volume of ore
that may be amenable to low-cost
bulk mining and treatment meth-
ods. Having completed four holes
recently, he promised “much more
drilling” in the spring.

“In summary, what you can say is
that this mountain is tungsten-bear-
ing and contains a lot of tungsten,”
Lawrence said. “It may be in a lot of
small deposits, but they will all feed
the same plant.”

Based on what he has seen so far,
he is confident that production will
resume sooner or later.

But whether that actually hap-
pens appears to depend on whether
Sultan can get the financing to bring
the mine back into production.

A member of the Lang group of
companies, headed by 8l-year-old
financier Frank Lang, Sultan is
hampered by the fact that it has 80
million shares outstanding that
traded recently at 17¢ on the TSX
Venture Exchange.

Troup said the company could
generate some cash by processing
an estimated 1 million tonnes of
tungsten-bearing tailings that re-
main on the property, if it is possi-
ble to do so.

Moly potenti.
Sultan also envisages producing a

scheelite concentrate that would
be sold to iron and steel makers
for use as an alloy or to tungster
carbide producers. The company
said European-based tungsten
metal producers have expressed
interest in taking concentrates
from Jersey Emerald.

However, the capital cost of de-
veloping the molybdenum would be
considerably higher and would
likely require the participati
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“It could be e ith the
zinc first,” he said, adding that any
new mining infrastructure would
have to be capable of processing
both zinc and tungsten.

At an age when most of his col-
leaguesareretired, Lawrence seems
revitalized by the task of trying to
get the mine he once managed back
into production. .

“For me, this is a very interesting
project because I worked here for
twelve years,” he said.

During the site visit, he was right
at home strolling through the un-
derground workings of a mine that
was once a pioneer of trackless min-
ing methods.

Using a handheld light, he had no
trouble picking out the grains of
scheelite that glow under ultravio-
let fluorescent rays on the drift walls
of the old Dodger mine.

Lawrence thinks the biggest chal-
lenge may be finding jackleg min-
ers to do the underground drilling
work once production resumes.

“We may have to train them on
site,” he said.
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Troup estimates that a molybde-
num mine could cost around $400
million to bring into production.

“We are very excited about the
molybdenum,” he said, adding that
strong demand from the Chinese
steel industry has sent prices ris-
ing to US$26 a 1b. from US$5 in
early 2004.

Producers benefit from the fact
that there are few substitutes for
molybdenum, which is widely used
as an alloying element in the pro-
duction of steel and cast iron.

However, optimism in the Iron
Mountain camp is tempered by
the view that the long-term out-
look for molybdenum may not be
quite as bright as the prospects
for tungsten.

“There is a lot more molybde-
num available in the world,”
Lawrence said.

That means that in the grand
scheme of things, extracting molyb-
denum from Iron Mountain will
likely be a long-term bet for Sultan.

In the short term, the company
hopes to have enough funds avail-
able soon to continue drilling for
both molybdenum and tungsten in
the next few weeks.

Meanwhile, the strength of global
zinc pricing will prompt Lawrence
to pore over historical exploration
data, as he attempts to come up with
potential drilling targets on a prop-
erty that has produced 7.9 million
tonnes of lead-zinc ore grading 1.8%
lead and 3.8% zinc.




