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TECHNICAL INFORMATION

MERRITT

EXECUTIVE SUMMARY PAGE ONE

hich volatile hitumirous themmal coal preperty,
ore fresiold lot (506 hectares) and
twenty-tivee BL. ccal licences (2,185 hectares)
held by Tnperial Metals Corparation (1008).

Scutheastern British Colurbias

NS 92~1/2

Latitide S0°05'™N, Logitxde 121°45'W;

Merritt, ae kilametre;

No, 5 at Merritt to Venoouver (363 km)
Castruction of a rew higway to Hcpe camenoad,

which will decresce the distance to Vanoaner by 90 kilomwetres.
at Merritt

\Varoaner area, 360 kilometres by rail

on Page Two
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MERRITT - EXECUTIVE SUMMARY PAGE TWO

Crel coars in the Tertiary (Bocere) Coldeater Pomation in a 100
kilcametres long 30 kilometres wice area at Merritt mainly an the
suth side of te Nicola River. Strata ae foldxd ad failted but
the fault hlocks are usually large amd dips are low t© moerate.
Coal seam ad clean oel thidmesses wary in a wide rarge inreasing
in a westerly direction firom Normandale, Diawrhale through
Coldwater Hill o Coal Gully #Hill, In the latter area up to 24
retyes of aeal coars in seven seans (two of them exoeedirg 7 metres)
in a 260 metre stratigraphic inberval.

2.6 million tornes in uxergrard minss (1906-1963);

at recmaissane lewel artside of previous gerations;

Shell Carerda Resouroes ad its subsidiary Crows Nest Resources
qerated the prperty fam 1978 to 1982 uxder an option agreerent
with Inperial Metals. In this pericd 24 holes were drilled, a few in
each prospective area hut mest an the rorth e f Coal Gully Hill.
Tatal exploration eperditures amntsd to $600,000.

Close gpace drilling is needed to prove surfaoe minesble reserves

ard fessibility on Coal Qully Hill.

Surface minirg potential exists on Ceal Gully Hill only:
11.4 million tomes f geolagical inrplace reserves at an owerharden
ratio of 7:1 1 waste per trve of coal 6.6 milli tormes of

aititional cpen pit mining potential;
additional cal resources arensble t© ukerogrord mining oer 120
million tormes gaological inrplace in the Goal Guily Hill, Qoldwater
Hill ard Diawrdwale arees;

half to oe million tome clean axl awually;

high wlatile B hitumirucus (ASTM) aal

Targeted Uses: thermal i
electric posr gareration blemd, o
Ceal qality: cament renifactrirg ststitte
Irrerert Moisture 3 3.0 2.7
Agh % 15.0 9.5
Wolatile Matter % 35.0 37.4
Fied Carbhn % £1.0 ' 50.4
Heat Value Keal kg 6,870 7,200
Bw/lp 12,300 13,000
Sulphur - gt 0.7 0.7
Free Swelling Index - 5
Max, Fhuidity diin 420-450

exports oversess for targeted uses
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MERRITT

RECOMMENDATIONS

B.C. Coal Licences 6216, 6217, 6220, 6221, 6222, 6223, 6226,
6227, 6228, 6229, 6230, 6234, 6235, 6236, 6237, 6238, 6240, 6241,

6242 covering 1,741 acres he not renewed.

The property should be actively marketed for participation. It
has some economic open pit mining potential. If this is proved,
the property would be attractive for development due to its

desirable coal quality and location,

All further work concentrate on surface mineable reserves and

potential in the Coal Gully Hill area.

All available information from previous exploration and mining
fram the Coal Gully Hill including the Crows Nest Pit area be

corpiled and evaluated in detail.

Subseguent to above a small approximately five shallow hole
drilling program be carried out to confirm or disprove the

potential Prospect Pit.

8
Subsequent to and as warranted by edeouraging results from works
recommended above the Crows Nest Pit, Prospect Pit and additional
potential areas be drilled to prove all feasible cpen pit

mineable reserves.
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MERRITT

l. EXFCUTIVE SUMMARY PAGE ONE

hih volatile bitumincus themal aoal preperty,
a&&&kﬁ&dﬂiﬁ&nﬂﬂﬂaﬂ
twenty~three B.C. aoal licerces (2,185 hectares)
held by Tnperial Metals Crrporation (1008),

Satheastern British Cohumbias

NIS 92-1/2

latihde S0°05'N, Logitude 121°45%W;

Merritt, e kiloretre;

No. S at Merritt to Vancomver (363 kmi
Caostruction of a rew highway t© EKpe camenced,

which will decrease the distanee to Vanoouer by 90 kilaetres,
at Merritc

Vanoouver: area, 360 kilowetres by il

on Page TwoO
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GEOLOGY

PREVIQUS PRODUCTION

EXPLORATION

COAL RESERVES

PRODUCTION BOTENTIAL

POTENTIAL PRODUCT

) marxirs

MERRITT - EXECUTIVE SUMMARY PAGE TWO

Gl coqes in the Tertiay (Exere) Coldwater Fommation in a 100
kilaretres long 30 kilawetres wice area at Merritt mainly con the
srth side of He Nicola River. Strata are folded ad faslted but
the fault blodks are usually lare ard dips are low o moderate.
Coal seam ard clean cal thickresses wary in a wide range incressing
in a westerly direction fram Nomendale, Dienordvale through
Caldwater Hill to Geal Gully Hill, In the lather area wp to 24
metres of aoal coorrs in geven seams (o of than exceeding 7 wetres)
in a 260 metre stratigraphic interval.

2.6 million torres in undermgroad mines (1906-1963);
at recoymaissance level astside of previcus cperations;

Shell Carada Resoraes agd its subsidiary Orows Nest Resources
qeratad the property fram 1978 to 1982 under an aption agreerent
with Inperial Metals. In this pericd 24 holes were drilled, a few in
each prospective area hut most on the north end of Ceal Qully Hill.
Total eplaration eqerditres amounted to $600,000,

Clese sace drillimg is needed to proe arface minesble reserves
ard feasibility on Coal Gully Hill.

Surface minirg potential exists on Ceal Gully Hill only:

11.4 million s of gealagical ineplace reserves at an cverburden
ratio of 7:1 m weste per tare of coal 6.6 millim tomes of
aditioral cpen pit minirg potential;

afitional aal rescurces avereble o udermroryd mining oer 120
willion tomes geological ineplace in the Coal Gully Hill, (oldwater
Hill a1 Diaondele aress;

half to oe million tome clean @al arrually;

high wolatile B bituminxus (ASIM) coal

Targpted Uses: thermal metal hrgical
electric power (greratim blerd, or
Ceal Qulity: agrert merufactharing arstihite
Inherent Moisture 3 3.0 2.7
ash % 15.0 9.5
Volatile Matter % 35.0 .4
Fised Cadrn 2 47.0 50.4
Heat Valhe Keal &g 6,870 7,200
Bm/l'h 12,300 13,000
Sulphur $ 0.7 0.7
Free Swelling Irdex - 5
Max. Fluidity &Y 420450



LAND DISTRICT

YEAR OF ACQUISITION
ANNIVERSARY DATE
RENTAL

WORK REQUIREMENTS

PER B.C.C.L.

RESERVE AREAS
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MERRITT

2. LAND TENURE SUMMARY

m' m mml BC.

1980 (BL. Coal Licences)

May 21, uniform for all BJ.C. Coal Liceroes

$ S.00/tectare per texm (licere year)

$25.00/rectare for the 19831984 term
35/ ectare for the 1984-]1985 term
$50.00/hectare for the 19851986 term

$50.00/rectare fixr the 1986-1987 term ayd thereafitsr

WRK REMNIS. . EESS
LE3AL ARFA FULFIILED WK CREOIET
description hectares  'till tem imcl.  SAectare
Lok 166 506 NA NA
P of Loc 172 17 1985-1986 40.12
/4 of 5c.16,Tp.0%1 » " 40.12
EL/2 of Lot 1277 130 " 40.12
sec.14, Twp.91 53 " 40.12
Resere areas, total 45 1985-1986 40,12
Lok 3254 10 15851986 40.12
Sill/4 of Sec.d,Two.9L 65 " 40.12
Ptn of Sec.1l,Tvp.91 130 " 40.12
Lot 3638 45 " 40,12
Lot 3639 &7 " 40.12
Lot 1219 33 " 40.12
Lot 186 3 " 40.12
ot 15304 61 " 40.12
Lce 1148 33 " 40.12
Lot 1305 %2 1985-1986 40,12
Lot 1918 6 15821983 NIL
NEl/4 of Sec.5,Twp.01 65 1985-1986 40,12
NL/2 of Sec.3,Twp.91 130 " 40.12
SEL/4 of Sec.10,Twp.91 65 - 40.12
Ict 167 47 " 40.12
Lok 122 125 " 40,12
Sec.14,Twp.SL 130 " 40.12
Pn of Sec.23,Twp.91 21 " 40.12
Ptn of Sec.24,Twp.91 e 1985-1986 40.12
Prospect Areas, Teeal 1,74
frectoint 506
23 B.C. Coal Licenees 2,185

TOTAL

2,691
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3. SUMMARY OF WORK DONE
EXPLORATION AND MINING

The objective of this summary is to assist further evaluation in
finding original records and reports of exploration, mining and
evaluation. It was mot intended to be a comprehensive historic review
or bibliography. Imperial Metals has a very good collection of
reports oconcerning the Merritt Coalfield. Its index is a fairly

camplete bibliography.

The Geological Survey of Canada reported wal in the Merritt area in
1877-1878. The outcrops along the Coldwater River were mined and at
least three holes were drilled between 1892 and 1904. - Regular
commercial production began in 1906 when railrcmad connection to the
main Trang-Canada line was completed. By 1963, when the last mine
closed, approximately 2.6 million tornes of oocal was produced almost

all in underground mines.

Almost 80% of the production came from the Coal Gully Hill. All seven
seams were mined to a various extent. Seam rumbers, 1,5,4,8,6,3,2 in
an ascending order, reflect the sequence of production commencement.
There were seven relatively larger and a mumber of small mines in this
area. Middleshore Collieries were the main producer from 1906 to
1944, which company also operated two mines on Coldwater Hill, Mining
continued in the latter area after 19:15 on a small scale by Mr. Samuel
Gerrard from whom Imperial Metals acquired the freehold Lot 166. Coal
Hill syndicate cperated west of this lot on the west side of Coal

Gully Hill.



MERRITT: SUMMARY OF WORK DONE PAGE TWO

Pacific Coast Coal Company and Diamondvale Coal and Iron Company sank
a shaft on the west and south sides of Coal Gully Hill respectively,
which produced no cocal. The latter company later developed two small
mines east of Merritt. Scme 50,.000 tonnes production came fram this
area named after the company. Even smaller were the Normandale (one)
and Sunshine (two)} mines in the southeastern corner of the coalfield

and north of the Nicola River, respectively.

Coal is burning underground on Coldwater Hill and hot steam is coming
from some shafts on Coal Gully Hill. However, coal exposed by old
mining operations stood well at many other localities. All old
portals which could be fourd were bulldozed in Iy Crows Nest Resources

Limited in 1979 at the request of the District Mining Inspector.

There are incomplete but woluminous records of drilling associated
with previous mining activities. Imperial Metals has a good
collection of the old mining plans which are also available from the
Mining Branch of the B.C. Ministry of Energy, Mines and Petroleum
Resources in Victoria. Shell Canada Resources and its subsidiary
Crows Nest Resources, the operator of the property between 1978 and
1982, attempted to incorporate the old records into ‘their geological
interpretation. Purther, such work is advisable concerning the
surface mineable areas on Coal Gully Hill‘.where detailed geological

analysis is necessary.
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MERRITT: SUMMARY OF WORK DONE PAGE THREE

There are only a few old drill holes ocutside of the areas of previous
operations. They proved the continuity of the coal measures between
the Coal Gully and Coldwater Hills (although the upper seams are
eroded) and further on the east side of the Coldwater River. The most
significant of such drilling was done in 1946. It was sponsored by
the B.C. Department of Mines to rejuvenate coal mining at Merritt.
Eleven holes were drilled mostly east of the Diamondvale mines hut
little econcmically mineable coal was found. This work is well

documented in the 1946 Report of the R.C. Minister of Mines.

In 1960, Imperial Metals had 1157 metres drilled in 16 rotary holes on
the Coal Gully and Goldwater Hills., Two of these holes were later
deepened by diamond drilling. In 1968 and 1962 Sumicol Consultants of
Japan had 821 metres cored in four holes in the same area. They also
evaluated the property and recommended underground mining for which
they indicated 35 million tonne reserves on the Colrdwater Hill.

Imperial Metals has reports of these works.

Shell Canada Resources had title to the ccal on the property between
1978 and 1982 under an option agreement with Imperial Metals. Shell's
wholly owned subsidiary, Crows Nest Resources, ocperated the property
and carried out extensive exploration. Reasonably detailed geological
mapping was done and the ooal occurrenceé. were trenched usually by a

bulldozer. A good location survey was also carried including all coal

occurrences, drill holes and mine portals which could be found. Both



MERRITT: SUMMARY OF WORK DONE PAGE FOUR

reflection and refraction seismic, as well as resistivity, surveys
were carried out on the Coal Gully and Coldwater Hills on an
experimental basis with questionable results. 1In 1878 and 1979, a
total of 3,877 metres were drilled in twenty rotary holes. On the
Coal Gully and Coldwater Hills were all but one hole drilled. Most of
them were spudded on the southerm end of Coal Gully Hill and on the
flat foreground where a small potential pit was delineated containing
5.1 million tonnes of geological in-place coal reserves. In 1980 a
total of 663 metres were drilled in three holes in the Normandale area

which did not intersect any coal seam of mining potential.
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4, QAL RESERVES SUMMARY

SURFACE MINEABLE: INDECATED 5.1
INFERRED 6.3
TOTAL, REERVES 11.4
ADITEONGL FOTENTTAL 6.6
TOIAL FOIRNITAL 18

UNDERGROUND DNDEATED 40

MINABLE INERRED 80
TORL FEERAS 12

ATITIONAL, FOTENTTAL has ot been estimated

SURFACE MINEABLE SECTEN WASTE L OFFEREN RATID
RESERVES m m t P waste/t coal
INDICATED RESFRVES (QOAL GILLY HILL, CROWS NEST PIT)
o000 9,280,740 900,765 10.30:1
1508 9,209,749 1,047,901 7.83:1
s 7,085,750 602,09 11.12:1
458 6,455,700 825,781 7.15:1
6005 5,304,300 861,052 5.49:1
s b 7,875,000 874,890 8.33:1
T, 42,520,350 5,112,450 8.23:1
INFERRED RESERVES (CDAL GULLY HILL, PROSPRCT PIT)
000 3,172,500 911,250 3.48:1
1508 5,128,500 1,284,750 3.99:1
30 13,444,500 1,962,000 6.85:1
4568 16,000,000 2,155,500 7.42:1
TOImL 37,265,850 6,313,500 5.98:1

INDICATED & INFERRED RESFRVES (TMEINED
80, 265,850 11,425,950 7.02:1
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5. COAL GULLY HILL SURFACFE MINEABLE RESERVES BY SECTION

QOAL AND WASTE VOLUMES

. . OVERA R EN
SHTEN WDIH #PITAEA PITWHME AL VIM WBSE VIM L TNEE RO :
NO. m me - m’ w m t m recks/t aal |
CROWS NEST PIT - INDICATED RESERVES (CROWS NEST RESCURCES, 1981)
000 150 9,280,740 900,765 10.30:1
1508 150 8,209,749 1,047,901 7.83:1
3005 150 7,085,750 602,050 11.12:1
458 %0 6,455,700 825,781 7.15:
6005 150 5,304,300 861,052 5.8:1
758 150 7,875,000 874,80 8.33:1
TOIRL 00 42,520,390 5,112,450 8.23:1
PROSPECT PIT - INFERRED RESERVES
000 150 5,200 3,780,000 607,500 3,172,500 911,250 3.48:1
138 150 3,900 5,985,000 856,500 518,500 1,284,750 3.99:1
3005 150 °8,350 14,752,500 1,308,000 13,444,500 1,962,000 6.85:1
4508 150 116,300 17,445,000 1,437,000 16,000,000 2,155,900 T.42:1
TOTRL 600 N, 70 41,962,500 4,200,000 37,265,500 6,313, 5.98:1
COAL GULLY HILL SURFACE MINEABLE RESERVES - TOTAL
7,785,850 11,425,950 6.98:1
PROSPECT PIT -~ COAL TONNAGES IN DETAIL
SFITIN WIDH THIKNESS [FNGIH (AL VIIME BIK TINSITY (08D TRNAGE CMENTS
No. m m {av.) m m t Ao’ t SERM ND.
000 150 4.0 140 84,000 1.5 126,000 #4
150 3.0 X0 126,000 1.5 189,000 o)
150 5.0 530 397,500 1.5 586, 000 #1
TIIRL 150 607,500 1.5 911,250
1508 150 4.0 100 114,000 1.5 171,000 #
150 3.0 600 270,000 1.5 405,000 #5
150 50 630 472,000 1.5 708,000 #1
TOIRAL 150 856,500 1.5 1,284,000
3006 150 L.5 100 22,500 1.5 33,750 %2
0.8 #3 as waste
150 1.5 20 45,000 1.5 67,500 #
10 2.0 480 144,000 1.5 216,000 #3
150 4.0 BO 210,000 1.5 315,000 # a5 weste
: old workings
150 3.0 720 324,000 *+ 1.5 445,000 #5
150 5.0 750 562, 500 v 1.5 843,000 ¥l
TOIRL 150 1,308,000 1.5 1,962,000
4908 150 : 1.5 190 42,750 1.5 64,125 #2
0.8 #31 =5 wste
150 1.5 550 123,750 1.5 185,625 #6
150 2.0 620 186,000 1.5 279,000 #3
150 4,0 330 198,000 1.5 27,000 # as weste
0ld worki
150 3.0 72 324,000 1.5 486,000 #5 ik
150 5.0 v 562,500 1.5 843, (000 #1
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6. COAL QUALITY SUMMARY

) R (asTM) high wiatile "8" bitumincus

TARGETED USES

POTENTIAL
SPECIFICATIONS

Proximate Analysis

Thermal

Inherent Moisture % ab 3.0 2.7
Ash % ab 15.0 9.5
Volatile Matter % ab 35.0 37.4
Fixed Carbon % ab 47.0 50.4
Capacity Moisture % 8-9 8-9
Sulphur % ab 0.7 0.7
u Heat Value Kal/g ab 6,830 7,200
Btw/lb ab 12,300 13,000
Hardgrove Grindibility Imdex 5560 5560
Ash Softening Temp. T 1,550 1,550
Free Swelling Imdex 1-5
Max. Fluidity dd/n 3500
T 420450
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7. REVIEW

OBJECFIVES AND NATURE OF THIS STUDY

Coal exploration and mining has taken place on the Merritt Coalfield
since 1877 intermittently. A substantial wolume of geological
information has accumulated, although the ooalfield is still not well

explored. The dbjectives of this study were:

- to organize information available and to present sumaries of
data pertinent to further management, exploration and development

of the property:

- to indicate short to middle term development potential and

further work or other actions necessary.

Detailed oompilation anxd evaluation of data, the property or the short
to middle term prospective areas was not required in this stage beyond
a minimum necessary to indicate potential or the lack of it. As
various summaries, including an overall executive summary, are
presented, this review concentrates on the reasons and recites data

only to the extent which is recessary for meaningful discussion.

A
*



MERRITT~REVIEW ' PAGE TWO

THE MERRITT CCALFIELD

The Merritt Coalfield is a late, continental stage local intermontane
sedimentary basin in the Western Cordillera. If developed in a part
of a downfaulted gfaben system along which ignecus activities were
common throughout the Tertiary time. Coal occurs in the Terl_:iarY
{Eocene) Coldwater Formation, which is underlain and, unless eroded,
overlain by igneous rocks. The time of coal deposition coincided with
(the Laramide) very intensive orogenetic activity causing unstable
depositional environments. Coal seams in such environments may reach
extraordinary thicknesses, but exhibit extreme variations over short
distances, The coal seams tend to split, merge and exclude lots of
partings. Intense faulting of such hasins iz also comon. On the
other hard coal rank is often higher in such basins than expected from
the age and stratigraphic overburden. All these are applicable t the
Merritt Coalfield. While these conditions are negative for coal
development enerally, they can be very favourable in a small area.
Recognition of such favourable small areas, lots of drilling,
meticulously detailed small-scale work and persistence are essential

to successful exploration ard develcpment on the Merritt Coalfield.

The number and the thickness of coal seams, as well as the thickness
of all sediments, decreases in an alluvia.z fan depositional

enviromment toward the main drainage as follows:
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MERRITT-REVIEW

Coal Gully Coldwater

Hill Hill
Thickness of sediments (m) 260 140
Number of coal seams 7 6
Thickness of cal seams (m) 1-9 1-2
Aggregate coal (m) 24 7

A further decrease in coal is indicated by sparse data!
Normandale area. There are also only few and thin oma
Sunshine area north of the Nicola River which area is

residential suhdivision of Merritt.

The coal-bearing strata had been folded into two major
plunging synclines and were subsequently faulted. The
are relatively large. Dips are at low angles in the .
moderate an the limbs. The tighter westemmn syncline -
Gully Hill. Cecldwater Hill is the western, Diamcondva

is the eastern limb of the broader syncline.

Only on the Coal Gully Hill occur large volumes of cc
e}nough cover to consider surface mining. Most of it

the past by underground methods, but the reﬁainirg re
significant: The rest of geological in-place coal rv
Coal Gully and Coldwater Hills and in the Diamondval

but amenable to underground mining only.



MERRITT-REVIEW PAGE FOUR

THE PRCPERTY

Imperial Metals Corporation holds the ccal right on all lands
prbspective for coal in the Merritt Coalfield including one freehold
lot (No. 166) and twenty-three B.C. Coal Licences. Some licences
could be dropped as recommended, without any loss in coal reserves or

potential, open pit or underground,

LOCATION AND INFRASTRUCTURE

The location of the Merritt property is one of its main advantages.

It is located along existing railway 400 kilometres from the Vancouver
area‘cnal ports. All Western Canadian ccal, presently exported, comes
from mines more than 1000 kilometres away from ports. All other
elements of infrastructure alsc exist. The area has a pleasant

climate for operation and manpower and a long tradition in mining.

COAL DEVELOPMENT POTENTIAL AND RESFRVES

Underground development without open pit operations cannct be
considered for the short and middle term. All efforts should be
concentrated on proving and developing surface mineahle reserves.
These are estimated to be 11.4 million tonnes geclogical imeplace with
an additional potential for 6.6 million tqmes. All these open pit

mineable reserves and potential are located on Coal Gully Hill.



MERRITT-REVIEW PAGE FIVE

Crows Nest Pit

Crows Nest Resources, a wholly owned subsidiary of Shell Canada
Resources, cptioned the property from 1978 o 1982. A pit was
tentatively delineated in this periocd in the northern foreground
(toward Merritt) of Coal Gully Hill for which 5.1 million tonnes
geclogical in-place indicated reserves were estimated at a
corresponding overburden ratio of 8.23:1 m3 waste per tonne of coal.
There seems to be more ccal than the stated volume within the present
perimeter of this pit and it appears to be possible to extend the pit
toward both the hill ard the foreground. These expected coal tomnage
increases are included in this study as additional potential. Details
of Crows Nest's calculations were not available and without those or
similarly detailed new reserve calculations Crows Nest's figures oould

not be responsibly changed.

Prospect Pit

Potential for an additional pit has been recognized during this study
further up on Coal Gully Hill, westward frcm the Crows Nest pit. It
is expected to include 6.3 million geological in-place tonnes of ooal
at a corresponding overburden ratio of 5.98:1 m3 waste per tonne of
coal. As there is mo drill hole on this potential pit area, these
reserves are placed into the inferred category. Geological

+
projections were made from old workings dnd surface exposures.



MERRITT-REVIEW PAGE SIX

Additional. Potential

More coal in and a possible extension of the Crows Nest Pit has
already been mentioned. Small possible pits on the upper seams only,
areas of old workings and some other possibilities were also
excluded. These are estimated to amount to an additional potential of

6.6 million tonnes.

PREVIOUS PRODUCTION

2.6 million tonnes were produced fram underground mines between 1906
and 1963 mostly from the Coal Gully Hill area. Records of previcus
mining provide a vast amount of information not fully utilized to

date.

EXPLORATTION: WORK DONE AND FURTHER WORK NECESSARY

In the Coal Gully Hill area previous mining, associated exploration
and Crows Nest'’s exploration constitutes most of work done. Further
work should concentrate on Coal Gully Hill to find and prove surface

mineable reserves.

First a detailed and meticulous compilation of all available

information is recommended including the Erows Nest Pit area. It will
provide a better understanding of the lochl Geology in the Coal Gully
Hill area, wili likely improve the reserve potential and will provide

a good basis for targeting drill holes efficiently.
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0ld mining records require a particular attention., They show the

geological structure very well., Significant tonnages are left in the

~ thicker seams, as some of them exceed seven metres and only a maximum

of two metres thicknesses were mined in the past. On the other han
the state of the remaining coal is mot known and old workings cause
difficulties for open pit mining. In the areas of o©ld workings in a
potential pit, in Carbonia's calculation, the entire coal seam was

added to the rock volumes.

Drilling will be needed to prove the Prospect Pit, additicnal
potential, the possible extension of the Crows Nest pit and to fill
some serious information gaps within it. DOrilling five shallow holes
totalling approximately 1000 metres at a cost of $100,000 would
confirm or disprove the potential of the Prospect Pit without which
open pit mining is doubtful. If this program is successful, further
infill drilling would follow in the areas of hoth Crows Nest and

Prospect pits and of other additional potential.

COAL QUALITY

The quality of Merritt coal is one of its main advantages. It is high
volatile B bituminous by ASTM standards, and if sufficiently clean, it
is preferred as thermal coal in electrica} power generation and cement
manufacturing. It is not a coking coal by itself but has some coking
potential and could be useful in a blend with medium wolatile (lower

range) coals.
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MARKETS AND ECONOMY

Merritt cal would oommand $55-860 per tonne f.o.b. Vancouver in terms
of 1983 Canadian dollars even under the presently depressed market
conditions. Its transportation to the port and port costs would
probably cost not more than $12 per tonne. If the m3 waste per tonne
of clean mal can be kept below 10:1, it would cost (operating now)
approximately $40 per tonne clean coal to produce by surface mining.
Accordingly, if sufficient such tonnages are proven, the deposit is
instantly competitive for development. Besides the importers, same of
the western Canadian exporters would be interested to participate in
development as truly thermal (not metallurgical, oxidized or

un—-oxidized) coal is in short supply in the Rocky Mountains.

There may be some concern, that with a million tonne annual cutput,
reserves would be depleted too soon considering the capital
investment. If Merritt is dewveloped in conjunction with Tulameen
(also exportable high volatile bituminous coal and also owned by
Imperial Metals) a ten year mine life at each and transferring

equipment fram one to the other could alleviate this problem.

> 5
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