


‘ '.f CORPORATE PROFILE

_exploration, deyelopment and mining company with
producmg interests in base and, precious metals, coal

~‘concentrates at its Myrd Falls Operatmns OHSS Sy e

- Gold Project near Stewart in Northwestern British
Columbm The Company-also has substantial coal
-~ interests in Alberta from which it derives SLgmflcant
~ royalty income;as well as-a number of active
- exploration; p.rO]ects In addition to its Operal:mg and~

common shares and $250 million of 9 per cent senior
preferred shares in Westmin Investments Limited. -
=~ This subsidiary company. holds $350 million of .

tO W’eStmtn at the:rate Of $22.5 mllhon p‘er year

In keepmg With Wcstmm $ new status.as a smaller
and INOTE TESPONSIVE Orgamzﬁtlon and 16 make more
effecuve use of ihvestors’ funds, it has mcorporated
. less expenswe, ‘uncoated, recycled paperinto this. -
= report. The report alsé contains fewer colours, 11ses

o VWestmm Resources lelted 18 aVancouver based 5

~and industrial minerals. It produces copper and 21f1c :

- Vancouver Island and gold-silver doréat the Premier - %

exploratlon assets, Westmin holds 70 per cent of the |

~Noranda Inc. preferred shares and pays dividends ~

- NG expenswe photography and places its emphaisls ch

' 3 Vlsmn Sfatement

s “The' employees of WeStmm have estabﬁshed a Vision -
~_© Statement. ‘This fundamental statemeiit of purpose"
- for thé company reﬂccts thelr coﬂcetwe ambmon.

Hrces. Lzmzted a mmmg company, fwzlf
“reward investors with finandial success. Its team O
commiitted and résponsible employees, expertin - = ;
mineral exploration, development and production, -
will pm*vwfe a quality working environment while.
 fulfilling customer needs and enbancmg the. wzlne
5 ofrbe commumty S e :
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| s o 19% 1989
FINANCIAL HIGHLIGHTS - o »
($000’s except per share data)

Gross Revenue ) © 139,741 - 113,663
- — Mining 111,094 103,533
= Investment and other - s
income 28,647 10,130
Cash Flow From :

_Continuing Operations 13, 108 2,234 -
Net Earnings (Loss) . (80,841) 63,555
- Net Earnings (Loss) Per Share ~ (2.50) /- 1.17-
" Working Capital (Deficit) (28,767) 58,105
Long-Term Debt 107,200 133,293

Capltal Expendltures ' N

=Mining ' 9,806 35,708
. —Oiland gas — 10,988
Total Assets 575,157 684,702
Shareholders’ Equity 300,212 413,416
Common Shares - .

Outstandmg 39,220,577 39,205,277
'OPERATING HIGHLIGHTS

 Myra Falls Operations
Ore Milled : !

—Tonnes. 1,171,337 71,229,262
- Daily average 3,236 3,456
Production — Payable Metals ‘ '
Gold (0z.) 30,528 38,766
Sllver (0z.) 481,609 691,385
Coppcr (000 Ibs.) 42,287 48,989
Lead (000 lbs.) ‘ 1198 280
Zine (000 Ibs.) 63,346 72,263
Geological Reserves g
(tonnes) 11,155,600 10,539,200
‘Premier Gold Project (Gross Productzon) :
Waste Mined 6,762,004 4,038,269
- Ore Mined 638,738 511,180
Ore Milled ' ,
—Tonnes ! 735,59_8 382,131
-~ Daily average 2,055 1,640
Production — Payable Metals (Net lnzcrest) :
Gold (0z.) 24,896 7,408
Silver (0z.) 315,897 89,665
Geological Reserves (tonnes) 945,100 - 3,388,900

\




TO THE SHAREHOLDERS

Durmg 1990 Westmin’s revenues rose to $139 7 -

million from $113.7 million in 1989 due to both
higher mining and investment related revenues.

_ Mining revenues rose due to inclusion of the Premier
- Gold Project revenues from January 1990, which

more than offset lower revenues from the Myra Falls

Operations. Myra Falls revenues declined primarily
due'to lower ore grades, tonnages and metal prices.
- A $1.8 million operating loss combined with a
write down of mining properties of $79.0 million
~ resulted in a net loss of $80.8 million for 1990 or

~ $2.50 per share. During 1989 a $0.1 million operating

loss was experienced Wthh when combined with a
~ gain from discontinued operations and corporate
restructuring of $63.7 million, resulted in/net earn-
ings of $63.6 million or $1.17 per share. Cash flow

from continuing operations rose to $13.1 millionin *

1990 compared to $2.2 million in 1989 largely due to $

higher investment income and reduced interest .
. —expenses. in 1990.

During 1990, significant cost 1mprovements con-
tinued to be achieved at the Myra Falls Operations.
In addition, mine site exploration at Myra Falls not

~ only replaced oré - mined during the year, but also

' increased reserves by about 600,000 tonnes. Bulk

- mining techniques are being empha51zed to more
eff1c1ent1y extract the increased ore reserves. Several
other initiatives to reduce operating costs are being -
pursued. '

Although production at Premier was far better
than 1989 and cost targets were largely achieved,
bullion production was about 15 per cent below
* plan. This led to a substantial negative cash flow.
~ Westmin also increased its ownership in the project
to 60 per cent by acquiring, for the amount of its
indebtedness to Westmin, the interest held by =
" Canacord Resources Inc. which had defaulted on
its Joint Venture obhgauons

September were 1mpacted by a labour dlspute and
last quarter results were affected by unprecedented

~ flooding, wind and snow storms. Operations are.
~being redesigned so that the impact of natural events
- will be diminished should they recur.’

Throughout 1990, Westmin continued to make
s1gn1f1cant changes to its operatlonal and executive
managenent. The Company closed its Toronto

* exploration office and reduced head office and

exploration staff by nearly 40 per cent. At both Myra-
Falls and Premier Gold Operations, steps were taken
to significantly reduce and reorganize the operating
staff, change the mining methods, reduce costs and
improve productivity. The benefits of these changes
are already starting to be realized but are expected to -

- havea more substantial impact in 1991 and beyond.

Three financial initiatives were announced in May -

© to assist in returning the Company to profitability.
‘Two of the initiatives were completed by mid year.

. However, the third initiative, an equ1ty 1ssue, did not
“proceed due to the deterioration in equity markets.

~ The first initiative was completed in June when

Westmin sold its short-term investment portfolio to
realize $78 million. The proceeds were used to reduce

~ debt. In July Westmin exchanged its $250 million of

8 per cent convertible debentures in a subsidiary of
Norcen Energy Resources Limited for $250 million

~ of 6 per cent Noranda Inc. convertible preferred

shares. It subsequently exchanged the Noranda’
shares for $250 million of 9 per cent senior preferred
shares in a single purpose holdmg company. The =

effect of these two initiatives will increase earnings

o and cash flow by about $6 mllhon per year

OUTLOOK

“Ttis clear that Westmln is now at a turmng pomt in

&

" _its history. The change is more than one of moving

Capital spending in 1990 declined substantially to :

$9.8 million from $46.7 million in 1989 reflecting
completion of the Premier Gold Project and the sale
of the Petroleum D1V1510n Mineral exploration
expenditures on properties outside the two mining

_areas were reduced SIgmﬁcantly to $4.7 millionin
1990 from $6.8 million in 1989. The major explora-

«
o
s

tion expenditure of approx1mately $7 million at Myra

Falls was included with operating costs this year.
Although the previously mentioned signiticant
cost improvements were made at Myra Falls in 1990,
there were major production shortfalls caused by a
- series of natural and technical problems which are
not expected to recur. In June, rehabilitation of the

H-W underground crusher caused a 40 per cent loss

~ in production for nearly two months. August and

o

_ from being a petroleum company with a mining - ,
~ division to a pure mining company or moving.of its ¢

head office from Calgary to Vancouver. A new

_management, which is dedicated to remedying the

‘Company’s unsatisfactory performance, is now in
place and is charting a new course. This course fea-
tures changes in the corporate culture and a complete

.downsizing and revamping of the management team,
- starting at the top and pervading the whole organiza-
~ tion. With this new streamlined management team

comes a change in philosophy and an evolution
toward an open, mnovatlve, proactive, hands-on -
approach to managing the business.




<

The new Westmin emerging from these changes
will be smaller and simpler and therefore more re- -
sponsive and effective in its activities. The employees
have established a Vision for the future, referred to
on the inside cover, and a series of supporting Value

Statements. Implementation of the Values has started.

Benefits in terms of improved communication, co-
operation, collaboration and ultimately productivity,

_are starting to)show The outlook is already improving.

1990

metals, prices Westmin receives for its products and
the cost of fuels to run its operations. All metals
which Westmin produces have suffered further price

declines in early 1991 although partial hedges are

now in place to protect 4 portion of production

_revenue. The outlook is for a modest recession in the -

At Myra Falls, significant encouragement has been

received in reducing total (operating and capital)
costs from about$73 to $67 per tonne. The comple—
ment of employees that work on site has been
reduced from a peak of 721 people in mid 1989 to
568 at the end of 1990. The predominant stoping ~ -
method at H-W will shift from mechanized cut and
fill to more economical backfilled bulk mining

‘techniques. The mill operating strategy in both zinc

and copper circuits is being reassessed. These
changes, in combination, are resulting in reduced
costs, improved productivity and recoveries, and
higher ore grades into the mill. Exploration along
the mineralized trends is continuing with renewed
vigour following recent significant exploration

* successes at Lynx, the Block 43 discovery in H-W

and the access to additional exploration land follow-
ing the settlement of a boundary dispute with Cream
Silver Mines Ltd.

In contrast to optimism at the Myra Falls
Operations, the future of the Premier Gold Project
is uncertain following a deterioration in operating
results, particularly since September 1990. Ore
reserves are continually being reassessed in light
of ongoing operating experience and metal prices.

In the meantime, a decision has been made to reduce
the milling rate to 1,500 tonnes per day and reduce
operating staff from 165 to 100 in an attempt to attain

~ profitability. The lower milling rate will also provide

time 4nd capacity to bring on other sources of ore,
both on an internal and a custom milling basis.
This will allow the Company to derive maximum

advantage from its well-located, effic1ently running,

" Premier mill.’

“Westmin continues to maintain an effective outside
exploration campaign despite significantly reduced
budgets in 1991. Part of the efficiencies have been
achieved by closing the Toronto office and de-
emphasizing eastern Canada projects. A key factor
in the exploramon strategy is the ability to obtain
attractive “farmout” terms on Westmin-owned
properties, thereby minimizing Westmin’s cost while
maximizing total exploration expenditures on the
properties and the potential for success. Thls
successful strategy will continue. -

The recession as well as the lingering effects
of the Persian Gulf war have affected demand for

metals business followed by a gradual recovery later -
in 1991. Weaker prices will have a serious impact

‘while they last. However, they are expected to be
partially offset by lower interest rates and a weaker

Canadian doflar.

With the successes noted at Myra Falls, a reduced
scale operation at Premier and management changes
in place, the Company confidently looks forward to
improved results as it emerges later this year from the
current recession. Solutions to the most significant
production problems are being implemented,
employees are enthusiastic and the future looks
promising. '

(

Paul M. Marshall

* Chairman

Walter T. Segsworth

. President
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"~ MYRA FALLS OPERATIONS

Myra Falls Operauons located 90 kﬂomctras -

. southwest of Campbell River on Vancouver Island,
comprises the H-W.and Lynx unc{erground copper/
zinc¢ mines. Westmin is approachmg a significant

" ‘milestone in 1991 with the 25th anniversary of

_startup of its Myra Falls Operations. Up to the year

ending December 31, 1990, Westmin had produceda

total of 11.6 million tonnes of ore; worth in excess of

$1.5 billion dollars at recent prices. Despite th;s long
“suecessful history and coritinuing SIgmficant poten-’

tial, performance at Myra Falls Operatlons in 1990

was.not as good as previous-years. ‘

During the year significant changes were :

introduced to improve productivity and ore grades -

“and to reduce operating costs. Bulk mining tech-

-, niques are replacing mechanized cut and fill methods

~in the H-W mine. Three produetion shifts per day
are scheduled to commence in early 1991. Mill ©

: operat10ns received detailed assessments to improve

zinc and copper recoveries and concentrate grades.
Exploration continued to identify new targets near
‘existing workings at both mines.
- Meeting the challenges of the future is beuommg a
_ vital part of Myra Falls’ daily operations. Programs
~that encourage leadership and teamwork, develop -

- technical and personal skills, as well as improve com-

munications and safety are being introduced. Infor-

_..manon sharmg butween employees other propemes = :

‘and companies with corporate affiliation is proving
‘an important key to achieving the Operations’
success. Progress is already being made towards
increased production, lower operating costs and
1mproved earnings.

H-W Mme

In 1990, the H \‘V Mlne produced | ,089,018 tonnes
of ore compared to 1,122,564 tonnes in 1989.
CorrespOHdin'g grades of 1.94 per cent copper and
3:65 per cent zinc reflected a continued downward |
trend towards predlcted Ore reserve averages.

1990

Explorauon and Mmmg Propemea
B Mine . 5

L i ® ExplorationPrbper:ty_ ;

Seveml slgmfuant factors contnbuted to lower
54 producnon Extensive ground rehabilitation
contmued_throuohout the year in areas which had
deteriorated since the mine opened: This rehabilita-
tion particularly affected copper producing areas.
‘Unscheduled repairs to the underground crusher |
resulted in a 40 per cent loss in production during
much of June and July. A labour disruption and
'unprecedented bad weather in the fall of 1990 also
contributed to production problems.

Lynx Mine -

A total of 82 319 tonnes of ore was produced from =
the Lynx M_me in 1990; down from 106,698 tonnes in
- 1989. Reduced tonnage was due to a continuing
" declinie in the number of active workplaces. |
Successful diamond drilling programs have, -
however, proven additional ore reserves at the Lynx
~ Mine. As exploration continues, it is anticipated that =
~ the downward trends in ore reserves and production
expcrlenced in recent years Wﬂl be rcversed

: Ml]hng

- Reduced tonmage and lowcr grades collectlvely
decreased copper and zinc concentrate output for
1990. Copper concentrate production totalled 83,577

‘tonnes; a-drop of 17,611 tonnes from 1989 levels,
Zine concentrate pr oducnon declined by 9,669 :
tonnes to 69,636 tonnes. Mill throughput for 19905
averaged 3,236 tonnes of ore per day compared to an
average of 3,456 in 1989. A total of 1,171,337 tonnes
of ore was mii[ecH"Lst year, down’57, 925 tonnes .
from 1989. : ; : :

Two key areas of mill operations addresscd durlng

1990 were operating costs and mill performance,
partlcularly the zinc circuit. By streamlining func-.
tions and improving utilization of both supervisory
and houtly employees, personnel numbers were .
reduced significantly. Mill employees in 1990 totalled
69; ten per cent less than 1989 and fifteen per cent -

~less than 1988. Further changes in 1990 included
reallocation of plant department employees and
functions to-the mill and mine departments. -
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‘Myra Falls
'MW Orc Body
— Roads A Faults
: - it e ~"# Areas to be Tested
d % s % by Drilling 1991

- , : s = Underground Drifts,
; oA 280 ’ : y il ; _ : ; Crosscuts- :
§o o s el g y ; : 2 b _ -+ Proposed Drifting -
A ; et e 2 ke ER S s SRR S S e e RS 1 LS

 Meters 1000

“"Technical efforts in the mill concentrated on _Power

nmrmsmg,utlh/atlon of the Process Comml bystcm

“installedin:late 1989 and on metallurgical tuaung
dcqigned to improve pctformamc of the zinc Lli’LUlt
Column cell technologv and varied oparanonal
Alowsheets were tested and evaluated with positive

 résults. Implcmentatlon of these new concepts was
begun in 1990 and changes to the process will bc
completed ml]y in 1991 = ‘

Low snow falls in recent years have caused water
~shortages at Myra Falls " Thelwood and Tennent
~ hydro plants; thereby preventing operation of these
plants at full capacity on a year-round basis.
Operating costs in 1990 were significantly affected by
the need to use high-cost diesel generators to provide
adequate power to the operations. Costs were further'
increased when additional diesel generator sets had to
S . berented to supplement power requirements.
. -Myra Falls Operations, facing the prospect of

- Production Summa__ry 4 7
: < 19907 1989 Start-up uphcmdr its entire complement of aging diesel

To?ﬂ”.“ Mi‘ll“?.d, e Sl 71,337 1,229,262 11,571,208 = generator sets, , identified five power supply alter-
SU;“}C o OI“ LR PR 70 ! i A natives and sought public and Park Mmlstry nput
/” iig:& NI\HT: A VL e RS ARG ek for their views and suggestions on these options.

: O" e LleEA e i 4e7. . Mujority support was received for a partially buried -
i/ %trom : 3 : T3 L
No. of operating days 5360 3565 @135 i power line tapping into the B.C. Hydro gnid. Dis-
Daily ayerage in tonnes 3,236 - 3,456 1409 cussions with other Ministry and Parks officials and
wd o : : e s - - the public will continue into 1991 as the fea51b1hty
b power altcrnatlves is Studlcd in detail.
- A A Sirce ] 5 i
= 1500 1989 Start-up

Grade of Ore - ;
- Gold(gl) : 2,16 Al 216
Silver (g/t) « £ A PD B8R T S 3R6 70,91
Copper (%) = oy IS S e et 0]
Lead (%)- Fegn CLBIE L2 R e (DG Sl F00 Y

Zine (% 3.65 3.98 R — - S
Tonnes of G i S 3 Charles L. Stafford
copper concentrate 835700 = 10188 = 763,525 General Manager,

Copper grade.(%) w2 2y 23,0 24.08 Myra Falls Operations

Copperrecovery (%) 8830 . . =B8R2 85.71 b
TFonnes of SE s g :
zinc concentrate.. 69,636 979,305 1,092,089

Zine grade (%) - -49.44 (495 < 51.74

Zinc recovery (%) - .80.47 . } 802 =Rl




1990

Mine Exploration Geological Reserves

Positive exploration results were achieved.in 1990 as as of January 1,1991

; ; ; it Proven & Probable Grades

new zones of massive sulphide mineralization were 1. AReserves  Gold  Silver Copper Lead  Zinc

discovered near existing mine workings at both Mine (Tonnes)  (g/)  (git) . (%) (%)
mines. Reinterpretation of major faults in the Lynx

Mi led to the di f additi I . H-W 10,721,000 2.3 32:3 2.0 03 38

ine led to the discovery of additional massive Lynx 225100 27 .87.3 19 o8 86

sulphide mineralization east of the West "G" Zone Price 209,500 12 531 11- 83
orebodies. This new zone of typical Lynx grade ore

TOTAL 11,155,600 2.3 338 20 03 40

is largely responsible for an approximate 20 per cent

. . . . -As of January 1, 199f
increase in Lynx mine reserves in 1990 over 1989

figures. Proven & Probable
. . A Geological Reserves
At the H-W Mine, diamond drilling east of known As of
orebodies along the North Lens trend, resulted in January 1,1990 10,539,200 21 32.0 20 ' 03 3.7
the dlscove_ry of aS|_gn|f|c§int ne.W Z.One Of_H-W ore Net Gain for year 616,400 tonnes (after milling 1,171,337 diluted
grade massive sulphide mineralization. With inter- tonnes in 1990).

sections up to 30 metres thick, the new zone referred
to as 43 Block covers a minimum strike length of
150 metres. Exploration drifting is planned in both
mines to provide access for continued diamond

Mineable Reserves
as of January 1, 1991

drilling to. define the extent of these discoveries. Proven & Probable : , .
i A L A Reserves ~ Gold  Silver Copper Lead Zinc
Exploration diamond drilling also continued to Mine Tonnes  (g/t) (g/t) (%) (%) (%)
‘ evaluate the Ridge Zone, an area north and approxi- How 0486700 21 304 18 02 '35
mately 300 metres below existing Lynx workings. Lynx 252800 24 778 17 07 76
Additional poly-metallic, ore grade, massive sulphide Price 235,500 11 473 10 10 74
intersections, up to six metres thick, were intersected. ,
. . . . . - - TOTAL 9,975,000 2.1 32.0 1.8 0.3. 3.7
This mineralization isnot included in reserve As ofJanuary 1,1991

estimates. Diamond drilling is continuing to test

this zone, both east and west of the latest results. e

Geological Resources

In the 1989 annual report to shareholders!, new as of January 1,1991
-Geological Reserves, (as of January 1, 1990)* were _ ] _
reported which were based on revised parameters (Not Included in Geological or Mineable Reserves)
. . ] _ 16
and thus were notstrictly comparable with previous 3,857,200 2.5 18.9 12
reserves reported. This 1990 report includes updated "'Consists primarily of auriferous pyrite considered non-economie
Geological Reserves, (as of January 1, 1991), which with current prices and technology.

are comparable with January 1, 1990 reserves and
demonstrate anetincrease of 616,400 tonnes.despite
the milling of 1,171,337 tonnes during the year.
"Geological Reserves" are an estimate of "in-situ"
reserves, or those which"are estimated to be "in the
ground"”, (refer to Glossary). A geological reserve
does not rigorously take into account extractability
and economic factors. For this reason "Mineable ,
Reserves", which include the impact of mining losses,
dilution, cut-off grades and economies applied to <
"Geological Reserves”| have. al8o, been calculated.
It is intended to state both Geological and Mineable
Reserves in future reports to allow meaningful
comparisons and analyses to be carried out.



