Mining Opportunities in British Columbia:  
A New Outlook on an Old Industry
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Introduction

Natural resources have played a substantial role in British Columbia’s economic development.  BC’s abundance of precious metals have attributed to the provinces development and growth since the 1800’s.  Today, 60% of Canadian exploration companies are based in British Columbia because of high metal prices and its rich resource deposits.  When metal prices surge and mining companies flourish, the economic benefit reaches beyond the mining industry. Unemployment rates decline, spending increases, new opportunities are realized and the economy blossoms.  
  
In the Stewart and Hyder area, the floury of exploration activity has increased housing prices, and ignited talks of port development and rebuilding of a hydro damn in the town.  This paper will highlight Bell Resources, a company currently trading the TSX Venture, and touch on a few investment opportunities created from exploration in the area. 
Brief History
Industrial use of copper, silver, lead, tin and iron can be dated back to 1500 B.C. and viewed as the greatest contributions to our species economic and cultural progress.  However, gold’s natural beauty, great malleability and resistance to tarnish have established it as the oldest valuable commodity beginning as early as 6000 B.C. 
Discovery of precious metals has been a lucrative practice for hundreds of years and today, British Columbia is one of the worlds major mining regions.  In 1812 the Hudson Bay Company had established itself along the Fraser River as a major fur trader.  In 1850 the company discovered gold along the river, which brought thousands of gold seekers to the region, and established the first settlements along the Fraser River and Cariboo Region.  
Around the 1900’s copper was the commodity of value, and its high price had lead prospectors to the Stewart/Hyder area in hopes of finding it.  It was the abundance of copper, silver and gold found in the area that helped establish the international boundary in 1905 and brought settlers to the area for the first time.  Over the last 100 years Stewart and Hyder have experienced boom and bust phases due to its dependence on natural resources.  Since 1984, the population has been steadily declining but steadily increasing mineral prices is breathing life into the area once more.  
Winds of Change
As seen in Appendix 1, the price of copper, gold, zinc, lead and molybdenum has been steadily increasing, and in 2006 mineral exploration spent in British Columbia reached a record high $264.5 million.  In 2007, Stewart and Hyder alone saw 42 exploration companies, one of which is in phase two of mine exploration and development.  

In 1971 the first shipment concentrate from Granduc Mine left Stewart for Japan.  Although significant resources remained untapped, high costs coupled with low copper prices caused the closer of the mine in 1984.  A combination of increasing metal prices, a receding glacier, and new geological interpretations, has attracted Bell Resource to the site with the intention of reopening the once prosperous mine.
Since 1991, Bell Resources has been publicly traded on the TSX Venture market under the symbol BL.  It has 100% rights to the Granduc property and has invested heavily into the project over the last couple of years.  Appendix 2 shows the 5 year price history for Bell Resources, and gives an overview of their financials for the last three years.  Although they have been experiencing significant losses, their assets have more then doubled over the three year period.  Bells stock price has barely peaked above a dollar, but with high risk comes high reward, and the potential of the Granduc mine makes it one to watch.  

What Companies are Looking For
What companies are typically looking for when exploring new property depends on the metal they want to extract.  For zinc, they want about 15% grade but if small amounts of silver is present a mining company will find an 8% to 10% grade satisfactory.  Ideal grade for copper is roughly 10% but open open-pit mining can be profitable at 2% grade.  A high yielding gold mine will produce about one ounce of gold for every ton of rock.  The normal range mines operate under is between 0.3 ounces to 1.59 ounces per ton with the exception of open-pit mining that can operate with as little as 0.083 ounces of gold per ton.   


Historically, Granduc mine pulled out over 400,000, 000 lbs of copper, 4,000,000 ounces of silver, and some gold.   Graduc has high quality copper with a grade of 1.5% to 3% but it also has significant amounts of silver, zinc, cobalt and gold.  Although further drilling needs to be done to ensure deposits are large enough to justify a mine, Appendix 4 shows several 2006 drilling results from the area.
The cost of initial exploration is substantial as companies make no money until their ore bodies are proven to exist and large enough to justify extracting the metal.  These companies experience high debt and usually offer shares publicly to help raise funds.  These companies will have several press releases informing investors about company developments.   
What Investors Need to Watch For
Once the company has conducted initial testing and defined the average grade of mineralization and ore body size estimates, they break down their findings into three categories as defined under the Canadian Securities Exchange Policy No. 2A:  Proven or measured, probable or indicated, and possible or inferred ore.  

These definitions were brought about after the Bre-X scandal of 1997, which had a market capitalization of 4.4 Billion, based on false ore claims.  Before companies can issue statements publicly they must be submitted to SEDAR which was established by the Canadian Standards Association in 1997.  Information is kept private and confidential until it undergoes a review process to assure reliability. 

These defined ore categories are to ensure investors are not being fooled by dishonest companies trying to inflate their stock prices.  A company is not allowed to claim they have proven ore without a solid assay database to support their quoted grades.  Probable ore claims will have fewer assay databases, and possible ore claims are only opinions held by the company owners. 
 It is important to distinguish between these results when looking at a company press release.  Bell Resources have ‘proven’ several ore deposits but there is still speculation on the size of these deposits.  Watch for company announcements this month, as they project assaying of their 2007 samples to be completed in November.

Also, watch what they do with theirs outstanding stocks.  Assaying results will be given to company managers before being released to the public.  One would think that if the information received was positive, the company would buy back shares, make the announcement, then reissue shares at a higher price.  Because these companies don’t make money until a mine is developed, it would be a logical choice to raise more funds for projects under development.    
The Graduc Advantage


Greg Zane, president of Granduc in 1984 during its closure, has held on to the claim and is now head of the project for Bell Resources.  His belief in the mine has never wavered.  One of the biggest costs for mining companies is the cost of transportation.  Granduc is located 40 km from the Portland Channel, the most northern ice-free port and closer to Japan than Rupert.  It is already set up for loading ore concentrate onto large ships and is servicing several mines north of the area.  The large slope of the road leading to Granduc will reduce fuel charge but plans to develop a slurry pipe are already in the works.  These pipes would eliminate fuel costs for transportation.  The current tunnels are in excellent shape and Pinnacle Resources Ltd. has just won the bid to re-stabilize the existing structures.  New conveyer belts will replace the old railcar system of transporting the ore through the mine shafts and magnetic separation techniques will separate the high quality ore to reduce tonnage.  These cost affective operations will ensure the mines stability if copper prices fall.  For an excellent overview of the project, Bell Resources has a Granduc Corporate Presentation video on its website at www.bellresources.com.
Other Investment Opportunities


Benefits of the mining industry expand beyond the scope of minerals and create many other investment opportunities.  Real estate in the Stewart area is already on the rise and two companies have put in a proposal to build a new hydro damn at Long Lake.  Long Lake is located between Stewart and Granduc and for 50 years the damn provided power to local residents and existing mines but closed down in 1984.  One would have to think this an unnecessary project for a town of 400 unless there was an anticipated need for more power.  As mentioned earlier, Stewart is located on the end of the Portland Channel and has been servicing log-ships and ore-ships for decades.  This is another area of high growth potential and would compliment the existing port in Rupert, providing extra cargo for empty ships on their way back across the ocean.  In 2005, over half of ore extracted in British Columbia went to China, Japan, Korea and Europe.    
Conclusion

With mining expenditures reaching a record high, 264.5 million in 2006, it is proving to be an exciting time for BC.  As information theory suggests, it is those people that have the most information that have the advantage.  Information may be available to everyone but it has to understood and put together from different sources.  It’s not enough to look at companies finances; history, law, international trade, and government policy are just a few things one should consider when investing money.  It is the person who can connect the dots that will separate the winners from the losers in any investment opportunity.   
Appendix 1
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Appendix 2

	BELL RESOURCES CORP 
	


	Symbol:
	BL

	
	
	

	Exchange(s):
	TSX Venture Exchange
	

	Industry:
	Mining (Metal Mines)

	ANNUAL FINANCIALS 

  

Dec 31, 2006
12 Months
C$ 

Dec 31, 2005
12 Months
C$ 

Dec 31, 2004
12 Months
C$ 

3Yr.
Growth
% Change 

Total Revenue ($000): 

34 

1 

64 

N/A 

Earnings before Interest & Tax ($000): 

-2,680 

-1,629 

-546 

N/A 

Profit/Loss ($000): 

-2,170 

-1,504 

-425 

N/A 

Earnings per Share: 

-0.05 

-0.05 

-0.02 

N/A 

Total Assets ($000): 

8,818 

4,446 

1,597 

134.67 

Dividends Per Share 

0.00 

0.00 

0.00 

  

Return on Com. Equity: 

-36.76 

-65.76 

-56.26 

  

Employees: 

N/A 

N/A 

N/A 

  



	  

	Trailing 12 Month Results 

No Quarterly Information Available 

  



	Top Companies in Metal Mines (Selected by Assets) 

Lundin Mining 

First Quantum Minerals 

Breakwater Resources 

Anvil Mining Limited 

Quadra Mining Ltd. 

Equinox Minerals Limited 

North American Palladium 

International Royalty 

Global Alumina 
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Information obtained from the TSX website

Appendix 3

Mineral Resource Development Statistics
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EXPLORATION AND DEPOSIT APPRAISAL EXPENDITURES,1 BY JUNIOR AND SENIOR COMPANIES, BY PROVINCE AND TERRITORY, 2003-2007
	Province / Territory
	2003
	2004
	2005
	2006
	2007a

	
	Seniors
	Juniors
	Seniors
	Juniors
	Seniors
	Juniors
	Seniors
	Juniors
	Seniors
	Juniors

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Newfoundland and Labrador
	8.8
	14.3
	9.3
	24.0
	11.0
	37.7
	24.8
	76.1
	71.5
	88.5

	Nova Scotia 
	1.1
	5.3
	1.9
	7.2
	2.6
	3.9
	7.3
	3.8
	13.4
	13.5

	New Brunswick
	0.1
	2.4
	9.4
	4.0
	5.9
	4.1
	5.7
	7.7
	8.4
	22.1

	Quebec
	84.8
	49.3
	136.9
	90.3
	104.8
	100.3
	135.4
	159.7
	138.6
	246.7

	Ontario
	148.4
	71.0
	166.1
	140.9
	163.0
	131.1
	186.1
	160.4
	308.6
	210.6

	Manitoba
	21.4
	5.7
	20.2
	15.9
	25.8
	27.0
	33.3
	19.7
	68.3
	34.9

	Saskatchewan
	36.2
	11.6
	44.9
	26.9
	54.5
	79.4
	61.7
	173.9
	82.5
	194.9

	Alberta
	3.5
	1.4
	2.4
	4.0
	4.0
	2.7
	4.7
	14.0
	5.6
	11.8

	British Columbia
	16.9
	45.6
	36.0
	115.9
	53.2
	164.9
	65.2
	279.0
	104.6
	320.7

	Yukon Territory
	1.2
	11.5
	1.7
	20.3
	2.2
	51.8
	8.5
	97.9
	8.9
	135.0

	Northwest Territories
	36.4
	17.2
	69.9
	42.5
	30.4
	65.9
	92.0
	84.2
	63.0
	128.7

	Nunavut
	44.2
	48.5
	79.6
	107.9
	46.2
	132.5
	48.8
	161.8
	114.9
	151.7

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total
	403.1
	283.7
	578.1
	599.7
	503.5
	801.3
	673.5
	1,238.1
	988.3
	1,558.9

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Juniors and Seniors
	686.7
	1,177.8
	1 304.8
	1 911.5
	2 547.1

	Source: Natural Resources Canada, from the federal-provincial-territorial Survey of Mineral Exploration, Deposit Appraisal and Mine Complex Development Expenditures.
1Includes on-mine-site and off-mine-site activities; field work, overhead costs, engineering, economic and feasibility studies, environment, and land access costs.
a Revised spending intentions.
Notes: Numbers may not add to totals due to rounding.  Exploration and deposit appraisal activities include only the search for and appraisal of deposits and do not  include work for extensions of known reserves.             


Appendix 4

Bell Resources Drilling Results in 2006

South Zone Drilling Results

	Drillhole
	True Thickness (m)
	Copper %
	Silver (g/t)
	Gold (g/t)

	2006-1
	4.06
	2.11
	26.1
	0.37

	2006-2
	6.6
	1.89
	22.8
	0.26

	2006-3
	Leduc Silver target—no intercept, target abandoned

	2006-4
	5
	2.19
	20.2
	0.19

	2006-5
	3
	2.08
	28.4
	0.14

	2006-5
	4.4
	1.84
	26.8
	0.29

	2006-6
	Hole deflected and missed target, will be redrilled

	2006-7
	Hole deflected and missed target, will be redrilled


North Zone Drilling Results

	Drillhole
	True Thickness (m)
	Copper %
	Silver (g/t)
	Gold (g/t)
	Iron %

	2006-8
	4.2
	0.57
	1
	0.06
	14.7

	Including
	1.9
	0.74
	1.5
	0.09
	21.5

	2006-9
	5.3
	1.12
	2.8
	0.11
	12

	Including
	2.6
	1.47
	3.4
	0.13
	11.6

	2006-10
	4.6
	0.76
	1.8
	0.06
	18.6

	2006-11
	1.3
	1.37
	2
	0.16
	20.6

	2006-11
	2.7
	1.26
	3.9
	0.14
	17.5
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