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Scptexboer 8th, 1954.
W. 5. Row, Esq.,
Kerr-Addison Gold Mines Limited, Cip. Coral "
Virginiatown, Ont.

Dear Bill,
Lo you havo boon cdviscd, a meeting of ths dircctora of
boezn called for Soptcmber 16th, at wvhich it is to
to eot an a proposed rovisien of tha option
tho Vangorda progpect.

Undor the terca of the option eo it now stando, thore
reaaing a balance dus of $230,000 cna total purchese price of $250,000. In
cddition, the optiozora are to recaive 12 of tho ctock issusd a3 a vendor
congidaration when tha purchesed property is trenafserred to a coopomy formad
to oparate it. Tho rexoining cesh balence is dus, $100,000 in Cove=her, 1954
and 130,000 in Dowezber, 1955.

As a result of oy pegotiations during a recent visit to tho
Yukon, tho optionoro have cgreed to reduce the purchese price froa $250,000
to §$150,000, previding tha balonoo i3 paid befoyo ths end of Septasbor, 1954,

It 10 oy considersd opinion, that ths proaspects of tho
property fully justify exereicing tho option under the proposcd reviced term3
and I wvill yogommand thio courne of astion at owr mseting,

411 of ths dircctors have been kapt edvised of tha cxploration
progroas at tha proporty end undoubtedly have formed so=3 opinjon c3 to the
corit of tho prospect, Howvaver, I beliowo I vill be in @ position to czplify
uy reports predsnted previously in our forthooning discusoion, with the
angiotenco of a modol, plena and cortaln caloulations that have bean proparcd.

It had bocn suggeated that I should sulmit calculations to
dconstratc tha econoalc posoildlitles of the proparty, I regret that I an
ungble to do this ea I do not consider en ecopoaiée propoaition hga been
devalopsd o3 yot, Howawver, I do beliove that wo have abtained very proziaing
resulta cansidoring the extont of explorction to date and indications aro very
good that a deposit of econoaic dimansions and grede will eventually be
dovaloped. ’

4 question thxt hes boen frequenily put to me in the pest io -
vhat constitutea oro in the arva vo arv oxploring? In the Iight of tho
rosults to date it cen be seid, po orv bea bosa developed whan tho gvercge
cotgl contcot ond current narkot pricos are vaighted wvith tho indicated tomege.
I beliewo drilling hen zow gond fer enough to ouggeat wbat the avorsge grecde
nay bo end ofter connidoration of thy appended oalculatiocns to detormine tha
nat valuo of the sulphide concentration, you con draw your oun conolusions
vhich I hopo will b= in 1inoe with mino,
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I do not think suffiolent work has been done to detormine
a mining method but the results of drilling this pest summer suggest an open
pit operation.

Some preliminary laboratory test work has been commenced
at the Mines Branch, Qttawa and Norenda Mines, Ltd, We may have some results
by tho time of our meoting.

Transportation to the pruperty is presently by temporary
routes and any mining operation could only be sustained by services to be
devaloped., The govormment ls serlously oonslidering the comstruction of a
roed to the property and the preliminary cost figure for transportation is
based upon thie service being provided,

Although &leasl power might be coneidered for preliminary
operations, a major operation such as I envicege would justify the development
of the hydro potential in the area.

At present tho nearest market for leed and zinc concentrates
‘ds the Trall smelter of the C,M, & S, Co. The appended eeloulatlions have
been prepared based on the existing schedule this company hes with United
Keno Mines, It has been mecessary %o make certaln assumptions a8 to grade
and recoveries, mnd in sddition, 1t 15 oonsidered that copper will be paid
for in a loed concentrate., There is reason to doubt thie, aceording to
Mr, McLaughlin of loranda, and it might be neoceasary to ship thls materiel
to Eellogz, Idaho. 4gain, it would eppear reasonasble that with much more
substentiael tonnage shipmenta of conoentrates thon from United Kono, a better
tariff might be secured, However, hefore going too far in these investigations
it would elso be edviseble to glive soma thought to tho reduction of concen=
trates oloser to the property.

As goon a3 a amelter project would bear investigation, the
wbole cost structure ie at once open for revision., Mot only is an enormous
gaving presaented in tho sost of transportation but what are generally
recognised as thy amolter 'perqs' acoruo to our benefit, Furthermore,
the output of United Keno and any eimilar operation in the Yukon or adjecent
B, C. would became aptive.

The ecoompanying ealoulations show net values of the possible
oro for verious motal pricea, The estimate does not inolude any allowanoe
for cedmium whioch is present in some undetermined quantity.

It is apparent to make a reasonsble profit, inocluding the
gzortization of investment, that satisfactory costs oould only be achieved
by milling upwerds of 3500 tona dally or over one million tons per annum.
At this time, I would say it would require 25 to 30 million tono of material
greding about 8% ocombined lead and =ine to be considered a3 an orebody of
najor lmportance,

it the time of this writing our triengulation has not been
completed for the whole of the drilled area pending the receipt of complete
assgy results, It would appear from our caloulations to date there may be
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over 8 million tons indieated in a strike length of 2400?, Lead-zine
sulphides have been found in hole No. 70, 3400 feet to the southeast from

the area consldered. Furthermore, snomalies still further to the southeast
remain to be explored.

I would not attempt to make any pretended close cost
estimate for miring and milling operstions at this time, However, with the
lmowledge of open pit mining and milling costs in the Thetford eares and
Barvue Mines, I offer the following round figures for milling 5,000 tons
dally to show the trend of my thinking,

Per Ton
Ore mining +50
Weate Rook 75
Stripping «20
Beneral 255
Total Operating Cost $3.50

The sbove is on the basis of an open plt operation where
the ratio of overburden to ore would be ,5 to 1 and the ratio of waste to,
ore 1,5 to 1,

Yours sincerely,

PROSPECTORS AIRWAYS COMPANY' LIMITED,

2.

C. L. Coleman,
ClC3JK Managing Director



