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"INTERIUM REPORT: LAKESHORE EVALUATIONS

7 K; . BY: W. N. Hoskins

BACKGROUND
AThe Lakeshore property is located about thirty-one miles southeast
IR o of Casa Grande, Arizona, within the Papago Indian Reservation and Casa
Grande mining district, Pinal County. (Sections 25, 26, 35, 36; T10S,
~ R4E, Si;yer Reef Quandrangle). The Lakeshore deposit is situated on
the southwest piedmont of the Slate'Mountains at an elevation of about
1800 feet;
Work fiést began in this a¥éa in the early 1880's; however, after a
sﬁallow shéft)and some horizontal drifting had been done, the copﬁer
market failed and the claims were abandoned. In 1905 the property was

agaim relocated and a small quantity of ore from the old mine dumps was
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shipped to nearby smelters. 1In 1914 the property changed hands and the
‘new owners, Frank and Charles Leonard, sank a new shaft to 225 feet and
begén mining the high grade portion of the ore body. In 1917 the Atlas
A Development Compny leased the mine and shipped 850 tons of 5.2% copper
ore. Two years later, after Atlas Development Company terminated the
lease, the owners did more exploration and mined a total of about 12 tons
of high grade (15%) copper and in 1929 production ceased.

In 1949 the United States Bureau of Mines (USBM) investigated the
Lakeshore property by performing geologic and topographic mapping,
exploratory drilling (one diamond drill hole and 5 churn drill holes for a
total of 2,872 feet) and metallurgical test work. Shortly after the
USBM investigation was completed, the property was acquired by Transarizona

N Resources, Inc., From 1956 to 1962 Transameriea Resources developed a small
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oxide open pit mine on the copper deposit and, jointly with the USBM,
designed a special benification process to separate the copper from the
host rock. Metallurgical and technical problems could not be satisfactorily
solved and Transarizona Resources went into receivership.

During 1962 - 1966 Transarizona Resources tried to interest several
large mining companies in the properties. E1 Paso Natural Gas Company
examined the property in 1962 and started a small drilling program in 1963.
In 1966 the Narragansett Wire Company acquired the outstanding stock of
Transarizona Resources, cured the receivership, and in 1967 became a wholly
owned subsidary of E1 Paso Natural Gas.

During 1967, E1 Paso Natural Gas started extensive geological and
geophysical investigations of the operating property and adjacent land
which culminated in discovery of the large copper deposit copcealed
beneath alluvium to the west of the small open pit mine. In 1968 they
opened their exploration records for inspection by a number of major
mining companies and is known to have received several offers of
participation. Finially, in February 1969 an agreement was concluded with
Hecla Mining Company in which Hecla relinquished 16.8% of its stock to
El Paso National Gas for a 50% interest and operating control of the

property.

RESERVES AND GRADE

Harper and Reynolds, at the 1969 Mining Congress meeting, reported
that in February 1969, with a total of 77 drill holes located in an area
3000' by 4000', spaced at 350' to 400' apart, and ranging in depth from

700' to 3200' (total footage: 127,000'), reserves and grade were:
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241 x 106 tons sulfides @ 0.70% Cu

\/; | ” 207 x 106 tons oxides @ 0.71% Cu
23.6 x 10° tons tactite @ 1.69% Cu
472 x 10% tons total ore.
with minor values of Mo S,, Au, and Ag.
At the November 1969 New Mexico Mining Association annual meeting,
C. E. Barrén, senior mining geologist with El Paso Natural Gas reported the
’samé figures,
ﬁ An earlier report, completed January 14, 1969 by R. F. Hewlett of
u Computech Research, Ltd. reported the following reserves based on 22 drill
holes: 322, 319, 280 tons @ 0.81% Cu,
Several personal communications between Ken Jones (Essex) and
unnamed parties cast doubt on the validity of some portions of the ore
<:“\ 4 reserve information. Careful review of the raw data would be desirable
.

in order to confirm the reserves and grade.

FINANCIAL ANALYSIS

The financial analysis of the Lakeshore property was based on
inférmation obtained from previously mentioned reports and second hand
information. At b?st, the final answer is in the "ball park'. Due to
the variability of data it was decided to use an analysis based on |
business risk and a computer program developed especially for economic
evaluation of ﬁining properties.

Risk analysis is a comprimise between conventional and theoretical
analytic procedures. Conventional analysis involves cash flow computations

~?‘ . based on deterministic variables (those variables for which one value
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only is used) from which the output is used to determine capital investments.

In conventional analysis no attempt is made to incorporate the variability

of input data. Risk analysis provides management with information on the
extent of risk involved in an investment by using data in<£2; form of
probability distributions. In other words, the grade of ore is generally
known between high and low limits and is indicated by a statistical
weighted mean value. For example, a copper grade is known to be
between 0.7SZ.to 0.95% with a mean of 0.85%. Conventional methods use the
0.8;% as the true grade, whereas, Risk analysis would use 0.85% as the
mean with a standard deviation of 0.10%. 1In Risk analysis all variables,
except those known to be constant, can be input with their probable
variation and the final result is an answer that gives the probabiiity of
acheiving a certain net present value of investment or return on investment.
As an additional modification, the program calculates the financial
feasibility of the property using the wealth growth rate concept. Wealth
growth rate involves using as input data, the rate of interest on capital,
and using this rate as the growth rate of all positive cash flow monmies.
Conventional discounted cash flow-return on investment methods use@ the
return on investment as the growth rate of positive cash flows. If the
rate of return for the investment is large then the final result is inflated,
because the method assumes that all incoming money is reinvested at the
same rate. ‘
The following is a list of the input data used in calculating the wealth
growth rate on investment for a hypothetical Essex - El Paso Natural Gas
joint venture. The values are approximations based on the combined knowledge

of the Essex Metallurgy and Mining staff. It has been assumed that Essex

will gain control of Hecla by some means and El Paso Natural Gas will write



off their capital expenditures at the to date.

C A.

B.

C'

Mining Method:

1.

2.

6'
7.

8'

1'

Fixed Variables:

Federal tax rate

State and Local tax rate
Depletion rate

Operating days pef year

Rate of capital

Pré production period - years
Mill concentrate grade ( % Cu)

Mill recovery

Stochastic Variables —(values--uncertsin

Mine capacity
Water and land acquisition
Reserves (tons)

Grade (constant)

Exploration costs

Royalty (on production only)*
*also determined at a constant

rate of 5%

Mining recovery

Smelting and refining costs
standard deviation

Underground block caving

48.

15,

350

10.

26,

93.

a'
b!
c.

$50,
$40,
$30,

472,
370,
320,

0%

5%

0%

0%

0

0%

0%

40,000 TPD
50,000 TPD
60,000 TPD
000,000 max

000,000 mean
000,000 min

000,000 max
000,000 mean
000,000 min

0.80% Cu

$2,500,000 max
$2,000,000 mean
$1,500,000 min

10%
7%
5%

92%

90%
88%

$67.

max
mean

min

max
mean

Min

60/ton conc

= $5,00/ton



9. Copper price (per pound cu)
standard deviation

10. Mining costs (per ton of ore)
standard deviation

11. Development costs (per ton of ore)
standard deviation

12. Milling costs (per ton of ore)
standard deviation

13. Capital investment costs for
replacement of equipment

14, Salvage value of equipment

15. Capital investment
a. 40,000 TPD
standard deviation

b. 50,000 TPD
standard deviation

c. 60,000 TPD
standard deviation

16. Development costs
a. 40,000 TPD
standard deviation

b. 50,000 TPD
standard deviation

c. 60,000 TPD
standard deviation

17. Working capital for property
a. 40,000 TPD

b. 50,000 TPD

c. 60,000 TPD

$0.60
= $0.03

$1.60
= $0.10

$1.00
= $0.10

$0.85
= $0.05

$6,000,000

$5,000,000
$150,000,000
= $10,000,000

$160,000,000
= $10,000,000

$180,000,000
= $10,000,000
$15,000,000

= $2,000,000

$17,000,000
= $2,000,000

$20,000,000
= $2,000,000
$8,000,000
$9,000,000

$10,000,000
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ARIZONA SECTION

Society of Mining Engineers
Underground Mining Division

Registration
Tours
- Lunch

Program
Welcoming
Location & History
Geology
Mine Planning
Shotcrete
Plant Facilities

Metallurgy

LAKESHORE MINE
HECLA MINING COMPANY

Spring Meeting

May 18, 1974

PROGRAM

8:00-9:00 a.m.

: 9:‘00—12‘:30 p.m.

12:30-1:45 p.m.

1:45-3:30 p.m.

J. H. Hunter-Project Manager

Craig Hansen-Geologist

Dan Munter-Geologist

Hans Nilberg-Mine Engineer
Jeremiah Chitunda-Mine Engineer
Tom Phillips~Chief Elec.&Mech. Eng.

J. G. Craig-Plant Sup't




Location:

Elevation:
Ecosystem:

Temperature Range:
(1970 - 1973 records)

Annual Precipitation:
Property:

ownership:

Operator:

Work Force:

Mining Method:

Ore Treatment:

Planned Production:

| 'LAKESHORE MINE
HECLA MINING COMPANY

LAKESHORE

AT A GLANCE

Slate Mountains

28 miles south-southwest of Casa Grande, Arizona
70 miles south of Phoenix, and

60 miles northwest of Tucson.

1900 feet above sea level
Typical Sonoran Desert

22° F Low
116° F High

8 inches
10,500 acres
Leased from The Papago Tribe. by

El Paso Natural Gas Co. (50%) and
Hecla Mining Co. (50%)

‘Hecla Mining Co.

1200 maximum (construction and development phase)
1200 (production)

Underground
Hydrometailurgical

9,150 tons/day sulfide ore
6,450 tons/day oxide ore
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GENERALIZED ECONOMIC CROSS SECTION, LAKESHORE MINE, ARIZONA |
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FOR CIRCULATION

FILE MEMO July 12, 1971

HECLA'S LAIRD PROJECT

Met in Wallace, Idaho July 6, 1971 with Bill Love, President, and
Bill Griffith of Hecla Mining Co, - Purpose of the meeting was to
(1) determine the status of Hecla's Laird Project and (2) restate
our interest in copper from the L.akeshore Project,

“The Laird deposit is partially proven but additional drilling and

underground work afe planned, Development will proceed for 3~4
years at a rate of about $500,000/year, The rate of development

will in part depend upon a 40 mile highway being built by the government,

Love estimates reserves will be 360 million tons at 0.45% copper,
0,03% MoS, and some silver, The mineralization is principally

' chalcopyrite with some bornite, The estimated concentrate grade

is 28%.
Metallurgical tests have been conducted but more extensive tests
will be run on bulk samples collected underground. MoS o metallurgy

still is to be studied.

The location is remote, thus the completion schedule on the roads is

_critical to the mine development., The weather apparently is not as

adverse as the lgcation suggests.,

Hecla's schedule is generally as follows: (1) drilling development 3-4
years, and (2) facilities engineering and construction 3 years. This

indigates the earliest production date would be 1977, They anticipate
 that they wtvll need to relinquish some equity to develop the property.
_ However, they do not plan to sell an equity until the reserves are

est'abltshpd . ' N

]

The workon the Lakeshore project is proceeding, I again admonished
regarding the guality limitations of electrowon cathodes. They plan
to produce significant tonnages from a pilot plant and would like for
us to test andevaluate their peoduction,

H, Lanler
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underground work are planned. Development will proceed for 3—-4

years at a rate of about $500,000/year. The rate of development
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Love estimates reserves will be 350 million tons at 0.45% copper,
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will be run on bulk samples collected underground. MoS 5 metallurgy
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years, and (2) facilities engineering and construction 3 years. This
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HECLA’S LAKESHORE COPPER MINE

A Wagner Scooptram loading 13 tons into a 25-ton Teletram
truck.

A Scooptram transporting 8 cu. yards of broken rock from the
face of one of the 15° declines to the surface.

1970 ANNUAL REPORT
RECGLA MINING GCOMPANY
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and Chief Operating Officer
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Auditors’ Report

Lybrand, Ross Bros. & Montgomery
Certified Public Accountants

To the Board of Directors and
Stockholders of Hecla Mining Company:

We have examined the consolidated bal-
ance sheet of HECLA MINING COMPANY
and WHOLLY OWNED SUBSIDIARIES as of
December 31, 1970 and the related state-
ments of income, changes in stockhold-
ers’ equity and source and use of funds
for the year then ended. Our examination
was made in accordance with generally
accepted auditing standards, and accord-
ingly included such tests of the accounting
records and such other auditing proce-
dures as we considered necessary in the
circumstances. We made a similar exam-
ination for the year ended December 31,
1969.

In our opinion, the aforementioned
statements present fairly the consolidated
financial position of Hecla Mining Com-
pany and Wholly Owned Subsidiaries at
December 31, 1970 and 1969 and the re-
sults of their operations, changes in stock-
holders’ equity and source and use of
funds for the years then ended, in con-
formity with generally accepted account-
ibng.principles applied on a consistent

asis.

Lybrand, Ross Bros. & Montgomery

New York
February 12, 1971

Hecla Mining Company

Incorporated under the Laws of the State of
Washington, July, 1898

Capitalization —8,000,000 shares of a par value
of 25¢ each ($2,000,000) of which 6,080,800
shares were issued and outstanding on December
31, 1970
MAIN OFFICE, HECLA BUILDING, WALLACE,
IDAHO 83873

24

OFFICERS

LESTER JRANDALLL T e g Chairman of the Board
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RICHARED N. HUNTC: e 0 e - i Vice President
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DIRECTORS
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Vice President—Exploration, Newmont Mining Corporation, New York, N. Y.
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Formerly Director, Vice President and Chief Geologist of and now Consultant to the
U. S. Smelting, Refining and Mining Company, Salt Lake City, Utah (Retired), Vice
President of Hecla Mining Company.
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Director and Senior Vice President of Cyprus Mines Corporation, Los Angeles, Calif.
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ANNUAL MEETING

The annual meeting of shareholders
will be held at the Ridpath Hotel, Spo-
kane, Washington, on Thursday, April
29, 1971 at 9 A.M., Pacific Daylight
Time.
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3. /ncome Taxes:

Income taxes refundable and deferred arise mainly
from mine development expenses which are de-
ferred in the financial statements and deducted
currently in the income tax returns.

4./nvestment in Granduc Mines, Limited (N.P.L.):

5%2% Redeemable
preferred stock
$100 par value

ChO0sowned) - = o o e $ 4,855,430

Common stock
(85:4% owned) .o iie 5,183,970
$10,039,400

On October 1, 1965 Granduc leased substantially
all of its properties in British Columbia, Canada
for a term of 50 years (with an option to renew
for 25 years) to American Smelting and Refining
Company and a wholly owned subsidiary of New-
mont Mining Corporation. Under the terms of the
lease, the lessees are to provide all necessary
funds, services and equipment to put the mine
into production. Granduc is to receive a royalty of
22%% of the defined net proceeds realized after
the date of beginning operations on the first
32,500,000 tons of ore and 25% thereafter. As a
condition of the lease, Hecla waived its right to
dividends on its preferred stock and Newmont
waived interest on its prior advances to Granduc
until the date of beginning operations. Limited
production commenced on November 1, 1970.

5. Properties, Plants and Equipment:

Properties, plants and equipment at December 31,
1970 comprise:
Cost Reserve

Lakeshore copper
property (Note 8):
Mining properties $ 3,172,989 $ 107,721

Deferred

development

gosts 7,465,796
Plants and

equipment ... 5,238,041 831,449

15,876,826 939,170
Other:

Mining properties.. 1,701,143 941,482
Deferred

development

costsmlice: a7 2,906,937 789,413
Plants and

equipment __.._. 6,051,047 5,032,406
Lamd et i 99,572

$26,635,525 $ 7,702,471

Depletion is computed on a unit-of-production
basis and is based on estimated ore reserves. De-
preciation is computed, generally, on the declin-
ing-balance and unit-of-production methods.
Amortization is computed on a straight-line
method over an eight-year period.

6.Stock Options:

In April 1970 the stockholders approved a new
stock option plan providing for the issuance of
qualified stock options to officers and key em-
ployees at 100% of fair market value on the dates
the options are granted and reserved 100,000
shares of authorized and unissued capital stock
for that purpose. The options are to be granted
for a period of five years, exercisable during the
first two and one-half years as to one-half the
number of shares and during the second two and
one-half years as to the other half. No options
have been granted under this plan. A previous
1964 plan had similar terms and conditions. At
December 31, 1969 and 1970, 11,628 shares at
a price of $18.54 per share were reserved for
options granted under the 1964 plan and no
shares were reserved for granting of additional
options under this plan. The shares and the price
per share have been adjusted for the 1970 2%
stock dividend.

7.Pension Plans:

The Company and its wholly owned subsidiaries
have pension plans covering substantially all em-
ployees. Total pension expense charged to income
was $184,439 for 1970 and $140,127 for 1969.
The Company’s policy is to fund pension costs ac-
crued. These amounts include actuarially com-
puted current service costs, amortization of prior
service costs on a 10% per year basis in respect
of all plans except for one plan under which the
Company provides full accrual of prior service
costs for employees becoming eligible during the
year.

8.Commitments:

The Company is developing a large copper ore de-
posit in Arizona (the Lakeshore Properties) which
involves capital expenditures which may ulti-
mately approximate $100,000,000.

9.Capital Stock:

In April 1970 the stockholders approved an in-
crease in the authorized capital stock of the Com-
pany from 6,000,000 shares of 25¢ par value to
8,000,000 shares of 25¢ par value.
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dend, and the Directors do not presently intend that fur-
ther dividends will be declared or paid for the remain-
der of the year. A stock dividend of two percent (2%)
was also paid in 1970. In announcing this dividend, it
was stated that the Directors deemed it advisable to
conserve funds to assist in financing preproduction costs
at the Company's Lakeshore Arizona copper properties.

No fractional shares will be issued in connection with
the stock dividend. If the aggregate amount of Hecla
stock owned by you on May 14, 1971 is more or less
than an even multiple of fifty (50) shares, you will re-
ceive an Order Form which will establish the fact that
you own a fractional share accruing to you as a result
of such stock dividend. Full details concerning this mat-
ter will be sent you in the near future, including instruc-
tions as to arrangement for sale of odd-lot shares should
you wish to sell the shares which you will receive.

Production for the first quarter of 1971 as compar-
ed with the first quarter of 1970 was as follows:

First Quarter First Quarter

1971 1970
Tons of ore produced .. 118,867 115,725
Ounces of silver ......1,610,882 1,608,071
Ounces of gold ...... 15519 16,191 .
Tons of lead ........ 7,689 7,610
Tons of zinc ........ 2,245 2,407
Tons of copper ....... 525 481

Hecla's share of production from properties in which
a major interest is owned and related assays for the first
three months of 1971 were as follows:

Lucky Friday mine, Mullan, ldaho - 51,415 tons
assaying 16.4 oz. of silver, 11.6% lead and 1.3% zinc;
Star-Morning Unit Area, Burke, Idaho - 15,741 tons assay-
ing 3.0 ozs. of silver, 6.1% lead and 6.2% zinc; May-
flower mine, Heber City, Utah - 30,057 tons assaying
.57 oz. of gold, 4.8 oz. of silver, 3.6% lead, 2.4% zinc
and 1.1% copper; Sunshine Unit Area, Kellogg, ldaho -
21,654 tons assaying 28.2 oz. of silver and 0.6% copper.

In early April, the Company assigned to Newmont
Exploration Limited a one-half interest in Hecla's Agree-
ment involving the properties of Alice Consolidated
Mines, Inc. located in the Coeur d'Alene Mining District
and situated midway between Wallace and Mullan, Ida-
ho. In exchange for the assignment, Newmont Explora-
tion has agreed to equally share the cost of the work
program with Hecla. The Operating Agreement between
Alice Consolidated and Hecla became effective Decem-
ber 1, 1970. It is contemplated that exploration of the
area will involve shaft sinking, laterals and diamond
drilling. Surface geologic work and drilling in prepara-
tion for this program will be initiated during the sum-
mer of 1971. Golconda Mining Corporation, the principal
shareholder of Alice Consolidated Mines, has a 20%
interest in the lease and Operating Agreement, subject
to defined terms and conditions. The Operating Agree-
ment provides that the Lessees shall invest all funds
and recoup the same from any production which may

be obtained from the properties, after which profits will
be split among the Lessees and Alice Consolidated
Mines, Inc. i

L. J. RANDALL
Chairman of the Board

W. H. LOVE

President and
Chief Executive Officer

May 3, 1971
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Hecla Mining Company
and Wholly Owned Subsidiaries

Consolidated Staterment of Changes in Stockholders’ Equity

For the Years Ended December 31, 1970 and 1969

Earnings
Capital Stock Capital Retained in
Shares Amount Surplus the Business
Balances, December 31, 1968 (Note 1)..... 5,957,208 $ 1,489,302 $ 9,437,045 $27,810,355
Exercise of stock options...........__._.__.__.___. 4,600 1150 82,366
Cash dividends paid................_._.._._. (3,645,196)
Net income foryear ... ... 4,874,154
Balances, December 31, 1969 5,961,808 1,490,452 9,519,411 29,039,313
Dividends paid:
Cash L (1,043,258)
Stock dividend, 2% ... 119,231 29,808 2,790,239 (2,820,047)
Net income foryear ... . ... 4,715,058
Balances, December 31, 1970.................. 6,081,039 $ 1,520,260 $12,309,650 $29,891,066

The accompanying notes are an integral part of the financial statements.

Notes to Financial Statements

1. Acquisition of Net Assets of Transarizona Resources, Inc.:

On September 12, 1969 the Company acquired substantially all of the assets of Transarizona Resources,
Inc. for 1,000,000 shares of its authorized and unissued capital stock in a transaction accounted for as
a pooling of interests. December 31, 1968 balances shown in the statement of changes in stockholders’
equity reflect restatements resulting from this acquisition (increases of $250,000 and $5,730,205 in
capital stock and capital surplus and a decrease of $1,334,723 in earnings retained in the business).

2.Listed Capital Stocks and Commodity Margin Deposits:

Details of listed capital stocks at December 31, 1970 are as follows:

Number
of
Shares
American Smelting and
Refiging Company. ... . 52,400
Newmont Mining Corporation................ 38,125
St. Joe Minerals Corporation..............___.. 15,400
New York and Honduras
RosanloiMiningCo, . -2 . ..« 311620
Foete MineralGe. o~ . . 19,100
Foote Mineral Co.
Convertible Preferred........................ 7,900
Othepsit i L B L

Value Based On
Market Quotations

Cost Dec. 31, 1970 Feb. 12, 1971

$ 1,335,748 $ 1,441,000 $ 1,441,000
764,621 1,038,906 1,158,047
347,131 408,100 446,600
692,056 517,936 852 163
625,963 224,425 265,013
8322152 213,300 220 125
97,342 206,643 260,930

$ 4,185,033 $ 4,050,310 $ 4,450,878

During 1970 the Company realized gains on sales of listed capital stocks in the amount of $498,248
which were partially offset by a loss, before related income tax benefits, of $430,676 on sales of matured
silver futures contracts. The Company also provided $990,400 for possible losses on silver futures contracts
maturing in the first half of 1971 and on silver bullion held. December 31, 1970 quotations for silver fu-
tures contracts maturing in the second half of 1971 were $214,000 below the prices at which the contracts

were purchased, after related income tax benefits.
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Financial Highlights

Income before income taxes, depreciation,
depletion and amortization._..___________________.

Depreciation, depletion and amortization.......
Federal and state taxes on income.............____
Net Income. ...

Net income per share (weighted average
of shares outstanding)........_..._________________

Dividends per share............. ...
Net working capital ... ...
Per share of stock outstanding...............___.

Shares of capital stock outstanding
atend of period.._..__... .

NOTE: (1) Adjusted to reflect 2% stock dividend paid in August 1970.

1970
$24,235,590

$ 7,407,221
§ 518568
$ 2,173,600
$ 4,715,058

$ .78

$ Liz2(l)

$10,786,770
$1.77

6,080,800

1969
$24,019,091

$ 7,535,007
$ 420,853
$ 2,240,000
$ 4,874,154

$ .80(1)

$ .69(1)
$11,924,663

$1.96(1)

6,080,803 (1)



73rd Annual Report of
HECLA MINING COMPANY

To the Shareholders of HECLA MINING COMPANY:

The year 1970 marked continuing progress in
our program to assure the long-term future of
Hecla as an independent and diversified producer
of non-ferrous metals. This objective continues at
presently producing mines, at the Lakeshore cop-
per property which is now being developed for pro-
duction, and in our search for new opportunities.

Consolidated net income for 1970 was $4,715,-
058, or 78¢ per share, as compared to $4,874,154,
or 80¢ per share for the prior year after adjust-
ment for the 2% stock dividend paid in 1970. Net
income for the current year continued to be ad-
versely affected by lower silver prices which have
declined from an average price of $2.12 in 1968
to $1.78 in 1969 and $1.76 per ounce for 1970.
The price of lead decreased 3¢ per pound during
the last half of the year from 16%¢ to 13%¢ per
pound, and zinc decreased Y2¢ during the third
quarter from 15%¢ to 15¢ per pound.

A cash dividend of 17%¢ per share was paid in
the first quarter of 1970, and a stock dividend of
2% was paid on August 1, 1970, as compared to
cash dividends of 70¢ per share paid in 1969. The
stock dividend paid in 1970 assisted in conserving
funds needed for financing preproduction costs at
the Company’'s Lakeshore Arizona copper
property.

As of December 31, 1970 net working capital
(current assets less current liabilities) totalled
$10,787,000 as compared with $11,924,000 at
the beginning of the year.

In 1968, Hecla embarked on a planned program
of buying silver futures. World consumption has
materially exceeded production for several years.
We were convinced, as were many authorities on
the subject, that over the long-term period the
price of silver would trend upward and that our
shareholders would ultimately benefit substanti-
ally. It was also our policy to renew contracts as
they matured. However, that program has not been
successful, and a loss of $431,000 was incurred
on silver futures contracts which matured during
the year. A provision has also been made in our
1970 consolidated statement of income for possi-
ble additional after-tax losses of $700,000 on
925,000 ounces of silver bullion owned by the
Company and 150 silver futures contracts matur-
ing in the first half of 1971. In addition to the silver
futures contracts referred to above, Hecla owns
107 additional futures contracts maturing in the
second half of 1971 which, if sold on December
31, 1970, would have resulted in an after-tax loss
of $214,000.

After starting the above program of buying silver
futures, we acquired the Lakeshore property. We

LIABILITIES
Current Liabilities:

Accounts payable and accrued expenses..._..__._.___ .

AcCrued 1aXesS .o

Total current liabilities........... .
Deferred income taxes (Note 3) ...

Commitments (Note 8)

STOCKHOLDERS’ EQUITY (statement annexed)

Capital stock, 25¢ par value:

Authorized 1970, 8,000,000 shares; 1969, 6,000,000 shares;
issued 1970, 6,081,039 shares; 1969, 5,961,808
shares (Notes 6 and O) ...

675] o] 72| B U [ 1 TR ey o

Earnings retained in the business.........__ ...

Less, Capital stock reacquired, at cost:
1970, 239 shares; 1969, 235 shares. ...

Total stockholders’ equity................. .

The accompanying notes are an integral part of the financial statements.

1970 1969
12,677,017 $ 1,354,537
1,696,095 1,448,284
4,373,112 2,802,821
3,256,700 674,200
1,520,260 1,490,452
12,309,650 9,619,411
29,891,066 29,039,313
43,720,976 40,049,176
2,687 2,660
43,718,289 40,046,516
$51,348,101 $43,523,537
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Hecla Mining Company
and Wholly Owned Subsidiaries

Consolidated Balance Sheets
December 31, 1970 and 1969

ASSETS
Current Assets:

Certificates of deposit and accrued interest ...

Government securities, at cost and accrued
interest (approximate market) ...

Listed capital stocks, at cost (market $4,050,310
and $6,125,001) (Note 2) oo

Silver bullion, at lower of cost or market (Note 2).._......._____________
Commodity margin deposits (Note 2) ... ..
Due from sales of products. ...

Accounts and notes receivable, including, in 1970,
$846,800 income taxes refundable (Note 3) ...

Inventories, at lower of average costor market. ...

Prepaid eXpenses. ... ‘

Total current assets. ... ...

Investments and interests in mining properties, at cost:

Day Mines, Inc. (13.5% owned; market, $3,893,801
and $4,978,151)

Sunshine Mining Company (3.8% owned; market,
$2,525,000 and $2,800,000) ...

Granduc Mines, Limited (N.P.L.) (Note 4) ... ...

Properties, plants and equipment, at cost (Note 5) ...
Accumulated depreciation, depletion and amortization...............

Other assets. oo

1970 1969
§ Baaae $ 802,412
1,586,724 1,446,290
1,083,747 1,094,488
4,185,033 5,033,609

1,512,381

1,581,082 1,235 519
1,610,861 1,700,971
1,908,583 1,853.116
780,786 613,700
71,949 47 379
15,159,882 14,727 484
3,628,798 3,628,798
2 574.087 2 574,087
10,039,400 10,039,400
£i6B61 514 856
26,635,525 17,843,844
(7,702,471) (6,292,477)
496,219 487 545
$51,348,101 $43,523,537

are presently conserving funds to develop that
property, and for that reason we do not presently
plan on renewing our silver futures contracts as
they mature. Nevertheless, we stress our optimism
for appreciable increases in the future price of
silver because of the sizeable imbalance between
production and consumption.

Total production and average prices received
for Hecla’s share of principal metals produced
during the past two years are itemized as follows:

1970 1969

Total Average Price Total
Production Received Production Received

Silver 6,245,087 0z. $ 1.761 6,558,3930z. § 1.781
Gold 52,103 0z.  $35.65 53,9350z.  $40.70

Lead 27,467 Tons  15.62¢ 27,651 Tons  14.90¢
Zinc 9,479 Tons  15.32¢ 9,047 Tons  14.60¢
Copper 1,906 Tons  57.70¢ 1,895 Tons  47.53¢

New ore developed in our operating properties
was generally sufficient to replace the year’s
production.

The Company’s major achievement in 1970
was the progress realized in planning and develop-
ment at the Lakeshore copper property. The twin
declines being driven to provide underground ac-
cess to the deposit had progressed to a slope
distance of 4,700 feet at the date of this report,
and it is anticipated that the first development ore
from underground operations will be extracted
about mid-1971.

In addition to normal development at operating
mines, Hecla conducted a substantial exploration
and development program at several other proper-
ties. Expenditures increased from $1,656,000 in
1969 to $1,741,000 in 1970, including $917,000
capitalized as development, expended on the
Liard-Paramount copper-molybdenum property.
This property is located about 100 miles north of
Stewart, British Columbia. Our drilling results
indicate a mineralized deposit in the several-
hundred-million ton open pit class.

Good progress was made at the Consolidated
Silver property near Osburn, Idaho (formerly the
Silver Summit mine), where Hecla’s share of ex-
penditures in 1970 was $366,000, as compared
to $275,000 in 1969.

The Granduc mine of Granduc Mines, Limited,
in which Hecla owns a principal stock interest,
commenced milling operations on November 1,
1970. It is anticipated that sustained and full
scale production capacity of 7500 tons of ore per
day will be achieved during 1971. This new copper
mine, situated north of Stewart, British Columbia,

Average Price

is under lease to Granduc Operating Company and
American Smelting and Refining Company.

Management is most aware of the many environ-
mental issues, and your Company’s efforts for
pollution control and better housekeeping, initi-
ated a number of years ago, are sincere and
continuing.

Lead is one of our principal products, and we
urge shareholders to view cautiously the recently
publicized proposal for removal of lead from gas-
oline based on the assumption it will reduce pollu-
tion from automobile engine exhausts. In fact,
such removal of lead may result in other more
serious and costly problems.

It is anticipated that stable labor-management
relations at all properties will continue during the
forthcoming year.

The following pages of this report set forth more
detailed information with respect to exploration
and development activity, mining operations and
interests, production analysis, metal markets and
prices and financial analyses.

Our sincere appreciation is expressed on behalf
of Management and the Board of Directors for the
loyal support of our employees and to the share-
holders for their continuous support and valued
interest in our efforts toward growth for the
Company.

BY ORDER OF THE BOARD OF DIRECTORS

L. J. RANDALL
Chairman of the Board

W. H. LOVE
President and General Manager

February 19, 1971




EXPLORATION AND DEVELOPMENT ACTIVITY

Hecla’s search for additional mineral deposits
in the Western United States and Canada contin-
ued during 1970, and primary efforts were di-
rected toward finding economic deposits of gold,
_silver, copper-molybdenum, lead, zinc and uran-
ium ores.

Hecla's principal exploration office is main-
tained at the corporate headquarters in Wallace,
Idaho, with other offices in Reno, Nevada; Denver,
Colorado; and Vancouver, B. C.

Property examination and exploration and devel-
opment expenditures related to non-producing
properties amounted to $1,741,000 in 1970. This
amount compares to $1,656,000 in 1969 and
$1,865,000 in 1968. The 1970 figure includes
capitalized development expenditures amounting
to $917,000 on the Liard-Paramount Schaft Creek
property.

The Liard-Paramount property, located on
Schaft Creek about 100 miles north of Stewart,
B. C., is Hecla’s most promising project in Canada.
During 1970, twenty-four holes aggregating
29,159 feet were drilled on the Liard property and
three holes totaling 3,416 feet were drilled on the
adjacent Paramount property. These holes were
drilled as part of a program to further outline the
zones of copper-molybdenum mineralization and
confirm the continuity of mineralization indicated
by wider-spaced drilling in 1968 and 1969. De-
velopment is incomplete; however, our drilling re-
sults continue to indicate that the mineralized de-
posit is in the several hundred-million-ton open pit
class. Engineering studies are continuing and fur-
ther development drilling is scheduled for 1971.
The property is still serviced only by air, and road
access to the property must await completion of
the Stewart-Cassiar highway.

Hecla investigated other areas of interest in
Western Canada and continued participation in
an exploration syndicate. Further geologic evalua-
tion and drilling on properties in the Yukon Ter-
ritory failed to disclose anything of economic
interest.

A number of properties were examined and
broad areas of interest were studied in Nevada
and Arizona in search for precious and base
metals, and in Utah, Arizona and Texas for uran-
ium. The deep drilling at the Bristol Silver prop-
erty near Pioche, Nevada was unsuccessful in
finding mineralization, and no further work is
planned. Several uranium prospects were tested
with drilling during 1970, but no deposits of
present economic interest were found. Some of
the properties were dropped, one was leased, and
two have been retained for further evaluation and
possible long-range potential.

In the Coeur d’Alene District of Idaho, Hecla’s
largest project, outside our producing mines, was

at Consolidated Silver Corporation’s property (for-
merly the Silver Summit mine and adjacent prop-
erties) which is under lease to Asarco and Hecla.
Sinking of the Silver Summit shaft from the 3000’
level to the 4000’ level is now underway. It is an-
ticipated that the shaft will eventually be deep-
ened to the 5000" or 5500" level, for deeper de-
velopment of previously productive veins and to
explore other vein systems located within the con-
solidated properties. During 1970 the Southeast
lateral on the 4000 level was driven 2,090 feet
to explore the easterly extension of the Silver Sum-
mit vein and fault system. Four holes totaling
4 859 feet were drilled from the 4000 Southeast
lateral, and four holes aggregating 4,561 feet
were drilled on other levels, with only minor min-
eralization being disclosed thus far. No work has
yet been done on the 4000 level in the Chester
vein-Polaris fault area located in the northerly
portion of the properties.

Other projects in the Coeur d’Alene District, now
underway or planned, include the Nine Corporation
property north of Wallace, the Alice Consolidated
properties between Wallace and Mullan, and the
D.I.A., North Abot and West Independence proper-
ties in the Lucky Friday and Star-Morning areas.
On the North Abot property a surface diamond drill
hole was drilled to a depth of 900 feet to test the
downward extension of the Pilot vein. The vein was
intersected at 874 feet but contained only minor
lead mineralization. At the Nine Project, one in-
clined surface hole was drilled to a depth of 2100
feet to test a favorable fault wedge of ground west
of Dobson Pass. No significant mineralization was
found, but the results are considered inconclusive
and further work may be done in 1971. Initial
preparation work for the start of the D.I.A. Project
from the Lucky Friday 4050" level was accom-
plished during the year and the project should be
under way late in 1971. The D.l.A. properties in-
clude the Gold Hunter, Independence and Abot
properties lying north and west of the Company’s
Lucky Friday mine. Likewise, preparation work is
in progress for the commencement of a lateral on
the Star-Morning mine 7300 level which will be
driven easterly to explore the West Independence
area.

The various agreements involving the consolida-
tion of properties now under the ownership of
Alice Consolidated Mines, Inc. were finalized late
in 1970 and the operating agreement between
Alice and Hecla became effective December 1,
1970. The consolidated area lies east of the for-
merly productive Golconda Mine located midway
between Wallace and Mullan. It is contemplated
that exploration of the area will involve shaft sink-
ing, laterals and diamond drilling. Surface geologic
work and drilling in preparation for this program
will be initiated during 1971.

Consolidated Statements of Income
For the years ended December 31, 1970 and 1969

Income:
Sales of concentrates and products

Gain (loss) on sales of securities
and silver futures (Note 2)

Dividend income

Interest and other income

Costs and Expenses:
Cost of sales
Exploration
Consolidated Silver Project
General and administrative
Property and excise taxes
Other

Provision for loss on silver bullion
and futures (Note 2)

Income before provision for
income taxes

Provision for income taxes, including federal
income taxes of $1,790,600 and
$1,908,000 (Note 3):

Currently payable
Deferred

Net income

Per share of capital stock:
Net income

Dividends paid

*Adjusted to reflect 2% stock dividend paid in August 1970.

Note: Costs and expenses include provisions for
depreciation, depletion and amortization of
$518,563 in 1970 and $420,853 in 1969.

The accompanying notes are an integral part of the
financial statements.

1970

$24,235,590

87572
363,840

380,301
25,047,303

14,443,711
458,544
365,754
601,833

1,223,079
75,324

17,168,245

990,400
18,158,645

6,888,658

(408,900)
2,582,500

2,173,600

$ 4,715,058

$ 0.78
$ 01727

1969

$24,019,091

(504,584)
548,961
455,751

24,519,219

13,668,558
1,381,126
275,262
747,860
1,231,795

100,464

17,405,065

17,405,065

7,114,154

1,767,500
472,500

2,240,000

$ 4,874,154

$ 0.80*
$ 0.69*
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Hecla Mining Company and
Wholly Owned Subsidiaries

Consolidated Statements
of Source and Use of Funds
for 1970 and 1969

Source of Funds:

Net iNCOME. ... oo
Depreciation, depletion and amortization.._.__.
Increase in deferred income taxes (Note 3) ..
Exercise of stock options........._... ...

Use of Funds:

Dividends paid, cash.....__..._.___.___________.

Property additions, net:

Lakeshore copper property, excluding
$4,262,535 net book value of
properties acquired for 1,000,000
shares of Hecla stock in 1969.....__...__.__.

Decrease in working capital ...

The accompanying notes are an integral part of the
financial statements.
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1970

$ 4,715,058
518,563
2,582,500

7,816,121

1,043,258

6,874,568
1,025 632
110,806

8,954,014
$ (1,137,893)

1969

$ 4,874,154
420,853
472,500

83,516

5,851,023

3,645,196

3,800,553
553,394
186,002

8,185,145
$ (2,334,122)

MINING OPERATIONS and INTERESTS

LUCKY FRIDAY MINE

Coeur d’Alene District—Idaho

The wholly-owned Lucky Friday mine produced
a total of 200,448 tons of ore assaying 14.35
ounces of silver per ton, 9.81% lead, and 1.09%
zinc.

The development of the 3650 level was essen-
tially completed during the year. The width of the
vein and the grade of the ore exposed on the 3650
level was comparable to exposures on the levels
being mined above. The ore developed on this
new level resulted in an increase in the calcu-
lated ore reserves from 598,000 tons at the be-
ginning of the year to 624,000 tons at year end.

The excavation of the 4050 station was com-
pleted. Two short crosscuts were driven and a
main pump station and sumps completed. A water-
bearing fault structure has caused adverse ground
conditions in the main shaft at and below the
4050’ level. A grouting program planned to reduce
water flow and stabilize the ground was well along
at the end of the year.

The mine is in good condition and it is antici-
pated that this operation will continue its substan-
tial contribution to the Company’s earnings.

SUNSHINE UNIT AREA

Coeur d’Alene District—Idaho

Hecla Mining Company, Sunshine Mining Com-
pany and Silver Dollar Mining Company own the
ores produced from the Sunshine Unit Area.
Hecla’'s 33.25% share of Unit Area production was
82,424 tons of ore assaying 33.75 ounces of silver
per ton.

Development of the Chester Vein system on the
5000 and 5200’ levels during the year was essen-
tially completed. Preparatory work is underway
to develop a new level at the 5400’ elevation, and
the No. 10 production shaft has been extended to
just below the 6000 level. Hecla's share of the
estimated Unit Area ore reserves was 292,000
tons as of January 1, 1971, as compared to
276,000 tons at the beginning of 1970.

In order to improve the environmental condi-
tions underground, a seven-foot diameter circular
hole was bored from the surface to the 1900 level
and the new opening is now in use to exhaust air
from the mine.

CHESTER MINING COMPANY

Coeur d’Alene District—Idaho

Chester Mining Company, in which Hecla owns
a b4.2% stock interest, receives a royalty on ores
mined from the “Chester Area” (a strip of ground
400 feet wide and approximately 1500 feet in
length adjoining the Sunshine Unit Area) which
is leased to the owners of the Sunshine Unit Area.

A total of 6,039 tons of ore assaying 32.39
ounces of silver per ton were mined above the
4600’ level from the “Chester Area” in 1970. Ore




reserves were essentially depleted at year end,
and further production will depend on develop-
ment of new ore shoots below the 4600 level.
Drifting on the 5000’ level has disclosed encourag-
ing mineralization which will require further de-
velopment.

STAR-MORNING UNIT AREA
Coeur d’Alene District—Idaho

Hecla owns a 30% interest in production de-
rived from the Star-Morning mine, and also re-
ceives a royalty on production from the Morning
section of the mine. The Bunker Hill Company
owns the remaining 70% interest in production.

The mine produced 215,544 tons of ore during
1970, of which Hecla's share was 64,663 tons
assaying 2.45 ounces of silver, 5.24% lead and
6.77% zinc. Hecla’s share of the computed ore
reserves increased from 257,000 tons at the be-
ginning of the year to 326,000 tons at the end of
the year. The increase in ore reserves resulted
principally from development work on the 7300
level. The No. 4 shaft project, designed to facili-
tate mining of the deep Star-Morning ores below
the 7100 level, was essentially completed. This
extensive project, which was started in 1966, in-
cluded development of a new main production
shaft equipped with a large new hoisting plant at
the main 2000 tunnel level (capable of hoisting
over 7000 in a single vertical lift), installation of
additional underground air compressor capacity,
and an enlarged and improved ventilation system.

Following completion of the new shaft, produc-
tion from the Star-Morning veins on the 7300
level was started and sinking to establish the
7500 level is underway.

MAYFLOWER MINE
Park City District—Utah

Hecla leases the Mayflower mine from New Park
Mining Company and under terms of the Agree-
ment a royalty of 50% of defined net operating
profit is paid to New Park.

Mine production for 1970 totaled 115,762 tons
of ore assaying 0.48 ounces of gold per ton, 5.18
ounces of silver per ton, 4.52% lead, 2.85% zinc,
and 0.99% copper. Ore reserves at year end were
estimated to be 240,000 tons, compared to
257,000 tons on January 1, 1970 and 309,000
tons on January 1, 1969.

In last year's annual report it was noted that de-
velopment of the 2600’ level had encountered gen-
erally disappointing results, with a marked short-
ening of ore shoots as compared to the 2400
level above. During 1970 development headings
on the 2800’ level reached the downward projec-
tions of the productive segments of the veins with
equally disappointing exposures. Results obtained
on these two levels caused a curtailment of de-
velopment work, and continued production from

The following is a 10-year summary of earnings and dividends per
share. Shares outstanding are based upon the weighted average number
of shares outstanding for each year where such average differs signifi-
cantly from shares outstanding at the end of the year.

Total Average Number Net Income Dividends Paid Per Share

Earnings Shares Qutstanding* Per Share* * oy
ile SR T $1,337,025 Sy 27 Ty $ .40 5 7 .25
@62 i, 1,479,750 3,927 44 17 25
1963 ... 1,846,227 3,327,705 55 (1% 23 Leie s
1964 ... 5,198,879 5,804,133 (2) .90 50 .615(3)
1965 . 5,825,845 5,817,635 1.00(1) 48 .60(4)
19661 - .. 6,843,424 5,970,841 ik a0, 46 578
1By 5,372,206 6,051,030 .89 49 .60
1968 ... 4,643,466 (5) 6,070,565 .716(5) .93 65
1969 - . 4,874,154 6,076,959 .80 .60 .70
L9/ QUL 4,715,058 6,080,800 .78 17 175

*Adjusted to reflect the 1 for 1 stock distribution in 1968, the 1,000,000 shares issued
in 1969 to acquire net assets of Transarizona Resources, Inc. on a pooling of inter-
ests basis and the 2% stock dividend in 1970.

** Adjusted to reflect 1 for 1 stock distribution in June 1968.

(1) Net income per share includes extraordinary net capital gains on sales of capital
stock of other companies as follows: 1963 $.09; 1965 $.02; 1966 $.14.

(2) In 1964, 2,472,775 shares were issued when Lucky Friday Silver-Lead Mines Comn-
pany was merged into Hecla.

(3) $.35 per share in cash plus two shares of The Bunker Hill Company (market value
26.5¢ per share of Hecla) for each 100 shares of Hecla.

(4) $.375 per share in cash plus two shares of The Bunker Hill Company (market value
22.5¢ per share of Hecla) for each 100 shares of Hecla.

(5) Restated to reflect results of operations of Transarizona Resources, Inc. acquired
during 1969 on a pooling of interests basis. Years prior to 1968 were not adjusted
to reflect Transarizona operations as such results were not material for those years.

EARNINGS AND
DIVIDENDS
OF PRIOR YEARS
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ZINC

Estimated 1970 world zinc supply, according
to the British Metal Corporation, increased about
1% to 5,535,000 tons and world zinc consump-
tion of 5,402,000 tons decreased 1.8% from the
record use in 19609.

U. S. slab zinc consumption was about
1,180,000 tons of which 556,000 tons was from
newly-mined U. S. production and the balance
from secondary production and imports. This com-
pares to 1,368,000 tons in 1969 of which 553,000
tons was from newly-mined domestic production
and the balance from secondary production and
imports.

The most notable influence on the zinc price
was the increase of slab zinc stocks at U. S. pro-
ducers plants by 66,000 tons to 156,000 tons at
year end, despite substantial smelter production
cutbacks.

Consumption by the automotive industry nor-
mally accounts for one-third of the total U. S.
consumption of zinc for die castings, galvanized
steel, brass and bronze, and zinc oxide. This indus-
try was adversely affected by a strike and a general
decline in the economy and used less zinc in 1970
than in any year since 1962. Appliance manufac-
turers, the second largest consumer of zinc die
castings, and the construction industry which uses
most of the galvanized steel, suffered sharp losses
in demand and also used substantially less zinc.

The U. S. Government stockpile inventory de-
creased by 22,000 tons during 1970 from
1,142,000 tons to 1,120,000 tons.

The domestic prime western price of zinc de-
creased Y2¢ on August 21 to 15¢ per pound. The
average price for the year was 15.3¢.

COPPER

World copper production, according to the
British Metal Corporation, increased 6.3% to
6,918,000 tons as compared to 6,510,000 tons in
19609.

World copper consumption increased 2.5% to
6,6695,000 tons as compared to 6,505,000 tons in
1969.

Free world refined stocks of copper, as reported
by members of the Copper Institute, who repre-
sent about 90% of free world production, were
478,000 tons at year end as compared to 281,000
tons at the end of 1969. The U. S. portion of the
above figures was 161,000 tons and 46,000 tons
respectively.

In addition to refined stocks noted above, there
are stocks of copper held by fabricators. Free
world refined fabricators’ inventory is unknown.
However, in addition to the U. S. refined stocks
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held by refineries and non-consumers, described
above, the U. S. copper fabricating industry’s re-
fined stocks were 515,000 tons as compared to
502,000 tons at the end of 1969.

Much of the world copper sales are on the basis
of copper trading and limited physical sales on the
London Metal Exchange (L.M.E.). The L.M.E. cash
price was 76¢ at the beginning of 1970, reached
a high of 81.5¢ on April 14, a low of 45.8¢ on De-
cember 7, and closed the year at 46.9¢ per pound.

The domestic producers’ price reached a 1970
high of 60¢ on March 31, a low of 53¢ on Novem-
ber 30, and at year end was 53¢ per pound.

upper levels is rapidly depleting known ore re-
serves. A broad overall geological review and ap-
praisal of the future potential of the mine is under-
way to help determine what further development
expenditures, if any, can be justified.

Development work in the Park City Utah and
San Diego properties was discontinued in 1969,
and the agreements with those companies were
terminated.

LAKESHORE PROPERTY
Pinal County, Arizona

The Lakeshore copper property, discovered by
El Paso Natural Gas Company in 1966 on the
Papago Indian Reservation, and located south of
Casa Grande, Arizona, was acquired by Hecla in
September, 1969. Following extensive diamond
drilling in 1967 and 1968, which in general out-
lined the magnitude of the deposit, examination
by several mining companies was made with a
view toward participation. Hecla’s examination
led to agreements which were approved by the
shareholders in May, 1969, and which resulted in
Hecla’s acquisition of a 50% interest in the prop-
erty for 1,000,000 shares of Hecla stock. Hecla
is the operator of the property and will advance
all funds required to bring the property into pro-
duction. The funds advanced will be recouped by
Hecla out of future revenues from the property
and thereafter net income will be divided equally
between Hecla and El Paso.

The Lakeshore deposit is a very large and im-
portant asset. The details of planning and engi-
neering required to achieve maximum economic
recovery are complex. Principal elements of this
intricate program consist of diamond drilling to
accurately ascertain the characteristics of the de-
posit, underground development of both oxidized
and sulfide zones of the deposit, leach testing and
pilot-plant treatment of oxidized materials, roast-
leach-electrowinning testing and pilot-plant treat-
ment of sulfide material, water development, de-
tailed mine planning, power source and distribu-
tion, consideration of mine and processing alterna-
tives and financial studies. This work is being
conducted by the Hecla staff, with assistance from
outside engineering firms. This program, which is
proceeding very satisfactorily, should be completed
near the end of this year, and will be followed by
detailed engineering design and plant con-
struction.

During the past year, Hecla has continued sur-
face drilling, which now totals over 234,000 feet.
This drilling has served to “fill in” and confirm
the results of previous wider-spaced drilling, as
well as to provide detailed data concerning the
deposit which is required for mine planning, and
to also develop extensions of the deposit. Some

further information is needed and the drill pro-
gram is continuing, although at a reduced rate.

Two declines, one with a 14’ x 12’ cross section
and the other with a 18 x 12’ cross section, are
being driven on a minus 15° slope to provide un-
derground entry to the deposit. Good progress has
been made in the declines and on February 19,
1971 they had reached a slope distance of over
4,700 feet, and a vertical depth of 1,200 feet.
Present plans are to continue driving the declines
to a slope length of 7,500 feet, about 1,900 feet
below the surface. Crosscuts will be driven from
the declines to the deposit, and this work will be
followed by underground development of both
oxidized and sulfide zones of the deposit.

Metallurgical process development and prelim-
inary engineering continued throughout the year.
The segregation plant, formerly operated by El
Paso in connection with its near-surface opera-
tions, is being converted into a pilot concentrator.
Feed for the pilot concentrator will be supplied
from underground development headings to be
driven in the sulfide ore zone. Concentrate produc-
tion will be processed in a pilot roast-leach-electro-
winning plant, on which construction has started.
A pilot oxide ore treatment plant will also be con-
structed, with feed supplied from underground
development work in the oxidized zone of the de-
posit. Final determination of the size and scope of
the ultimate metallurgical treatment process will
be based on results obtained from the pilot metal-
lurgical plants.

Consideration of external sources of financing,
which will be needed to bring the property to full
production capacity, have continued during the
past year. To this point of time, all financing has
been from internal Company resources.

CONSOLIDATED SILVER CORPORATION
Coeur d’Alene District—Idaho

Consolidated Silver Corporation’s property is a
consolidation of Hecla's Silver Summit property
with seven adjoining properties which became ef-
fective February 1, 1969. The consolidated prop-
erty, together with a parcel of property owned by
Merger Mines Corporation, is leased by Consoli-
dated Silver to American Smelting and Refining
Company (Asarco) under a 50-50 profit-sharing
operating agreement. Asarco assigned a one-fourth
interest in the lease and operating agreement to
Hecla, and Hecla was appointed operator of the
property. As a result of the transactions, Hecla will
be entitled to approximately 37%% of income
which may be realized from the property, 25%
being attributable to stock ownership in Consoli-
dated Silver and 12%% to interests as a Lessee.

Under the terms of the lease, Asarco and Hecla
are required to expend a minimum of $500,000
during each of the first five years of the agree-



ment, with a minimum expenditure of $100,000
during each succeeding year.

The work program during 1970 consisted of
diamond drilling on the 3000" and 4000’ levels,
crosscutting and lateraling on the 4000’ level, and
extension of the main Silver Summit shaft to a
depth of 3,590 feet. When the shaft reaches the
4000’ level, a sinking hoist will be installed to en-
able deepening of the shaft to the 5000" or 5500’
level for further development of known vein sys-
tems and other favorable geological targets.

There was no ore production during 1970. The
Lessees devoted their efforts to the deep-level
development program. Ore reserves at the end of
the year were estimated at 28,000 tons.

GRANDUC MINES, LIMITED (N.P.L.)
British Columbia

The Granduc mine, north of Stewart, British
Columbia, was leased to Granduc Operating Com-
pany, a wholly-owned subsidiary of Newmont
Mining Corporation, and to American Smelting
and Refining Company in 1965. These two com-
panies share the lease equally and are required
to expend all funds necessary to bring the property
to production.

In addition to Hecla’s 1,189,700 shares of the
outstanding common stock representing 35.4%
ownership, Hecla is the sole owner of the re-
deemable preferred stock of Granduc Mines,
numbering 1,050,000 shares.

The 7500 tons-per-day plant facility at Tide
Lake and the Stewart dock facilities were com-
pleted in the fall of 1970. The total development
and construction program was unfortunately de-
layed as a result of labor strikes in 1969 and
1970. The mine, underground crushing plant and
the concentrator were put into operation on a lim-
ited scale on November 1, 1970. Recent produc-
tion has been at the rate of approximately 3,000
tons of ore per day and is gradually being in-
creased. It is anticipated that full-rated capacity
of 7500 tons of ore per day will be achieved dur-
ing 1971, and that production will ultimately be
expanded to about 9,000 tons per day.

As mentioned in the annual report for last
year, original feasibility studies estimated the
commercial ore body at 32,510,000 tons, with
an average grade of 1.93% copper before dilu-
tion. These ore reserves were recalculated on the
basis of a revised mine development plan, and
are presently estimated to be 43,343,000 tons
averaging 1.73% copper before dilution.

After the date of beginning operations, Granduc
Mines, Limited will receive a royalty of 22%:2% of
defined operating profits, before deducting pre-
production costs incurred by the Lessees, on the
first 32,500,000 tons of ore milled and 25%
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thereafter. It is anticipated that the date of be-
ginning operations will occur in 1971. The phrase
“date of beginning operations” referred to above
is defined in the Lease Agreement as the date of
commencement of the three-year Canadian federal
income tax exemption period.

In accordance with the terms of the Lease Agree-
ment a minimum of 80% of first royalty income re-
ceived by Granduc Mines, Limited is committed to
concurrent redemption of Hecla’s 1,050,000
shares of 5%% preferred stock, $5,250,000
(Canadian) and advances of $5,427,589 (Cana-
dian) made by Newmont Mining Corporation, plus
dividends and interest, respectively, which will
accumulate thereon after the date of beginning
operations. Hecla waived dividends of 5%2% on its
preferred shares and Newmont likewise waived
interest of 5%% on its advances for the period
prior to the date of beginning operations.

During 1970 Granduc Mines, Limited continued
an exploration and development program of its
mineral properties in the general Granduc area,
which are not under lease to Granduc Operating
Company and American Smelting and Refining
Company, and also reviewed other prospects in
the Stewart, B. C. area. No important discoveries
resulted from field work, and Granduc Mines’
search for good mineral prospects in northern
British Columbia continues.

METAL MARKETS AND PRICES

SILVER

On November 10, 1970, the U. S. Treasury dis-
continued its public sales of silver. Prior to that
date the U. S. Treasury had sold 195 million
ounces in 1967, 180 million ounces in 1968, 89
million ounces in 1969, and 67 million ounces in
1970. The U. S. Treasury has disposed of over 2
billion ounces of silver during the past 12 years,
including 673 million ounces during the past 5
years. These sales have created an oversupply
resulting in a very depressing effect on the market.

The price of silver was $1.84 at the beginning
of 1970, reached a high of $1.93 on January 29, a
low of $1.57 on December 10, and at year end was
$1.63 per ounce. The average price for the year
was $1.76.

Preliminary Handy & Harman figures for 1970
indicate 397 million ounces of free world con-
sumption and 247 million ounces of new produc-
tion, resulting in a 150 million ounce deficit. The
150 million ounce gap between the free world
new production and free world industrial consump-
tion plus foreign coinage use was filled by scrap
and bullion inventory.

United States 1970 mine production is esti-
mated by the U. S. Bureau of Mines to be 44 mil-
lion ounces and U. S. consumption to be 129.6

million ounces, including 0.7 million ounces used
by the Treasury in minting 4.8 million 40% silver
half dollars. Comparable figures for 1969 were
42 million ounces of new mine production and
consumption of 161.1 million ounces including
19.6 million ounces used in minting half dollars.

Although the United States exported 153 million
ounces of silver during the years 1964 through
1969, during the first 10 months of 1970 imports
exceeded exports by 29 million ounces.

On December 31, 1970, President Nixon signed
legislation which provides for the minting of 150
million commemorative Eisenhower silver dollars
containing 40% silver. Approximately 47 million
ounces of silver presently held by the Government
will be required to mint these coins, of which 22
million ounces will be derived from the silver in
Treasury’s remaining 25 million ounces of bullion
and the balance from the strategic reserve, which
was reduced from 165 million ounces to 139.5
million ounces.

We expect the price to fluctuate but predict a
strong upward trend as inventories are consumed.

LEAD

According to preliminary estimates of the British
Metal Corporation, 1970 world production in-
creased about 4% to 3,782,000 tons, and world
consumption increased about 2.8% to 3,784,000
tons. The 1969 statistics were production of
3,633,000 tons and consumption of 3,682,000
tons.

U. S. supply for 1970 totaled about 1,537,000
tons, which included 585,000 tons of mine pro-
duction, 590,000 tons recovered from secondary
production, and 362,000 tons of imported metal.
This compares with a total supply of 1,503,000
tons in 1969, which included 509,000 tons of
mine production, 605,000 tons of secondary pro-
duction, and 389,000 tons of imported lead. Esti-
mated U. S. consumption in 1970 of 1,340,000
tons represented a decrease of 3.5% compared
to 1969.

Lead stocks at U. S. primary smelters and re-
fineries increased about 85,000 tons to 275,000
tons at year end, and the U. S. government stock-
pile decreased about 16,000 tons to 1,137,000
tons.

The domestic lead price was 16.5¢ at the begin-
ning of the year, but decreased 3¢ during the last
half of the year to 13.5¢ at the end of the year.
The average price for the year was 15.6¢.

During the year considerable controversy devel-
oped over the use of tetraethyl lead in gasoline.
Much evidence, including published statements
from the U. S. Bureau of Mines, supports the con-
clusion that vehicle exhaust problems will not be
solved but may be increased by the removal of
lead from gasoline.
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10 YEARS OF
METAL PRICES

SOURCE:
Average annual
metal prices
as quoted by
Metals Week.

The average
London gold price
was $41.10

in 1969 and
$35.95 in 1970.
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RUBY HILL PROJECT
Eureka, Nevada

This property, which was allowed to flood after
being placed on a standby basis in the spring of
1966, is leased by Hecla, Newmont Mining Cor-
poration, Cyprus Exploration Company, Richmond-
Eureka Mining Company and Silver Eureka Cor-
poration, with Hecla being the operator. The lease
requires definitive expenditures during its 15-year
period of extension.

During 1970, a surface drilling program was
continued, coupled with further efforts to improve
metallurgical recoveries from the complex Ruby
Hills ores.

ACE CONCRETE CO.
Spokane, Washington

This wholly-owned subsidiary is one of the major
firms in the Spokane area producing ready-mix
concrete and sand and gravel, and markets a broad
line of prestress and precast concrete products
used in building and highway bridge construction.
Ace also owns and operates a ready-mix concrete
plant and distribution facility in Moscow, l|daho,
which serves the Moscow, Idaho and Pullman,
Washington area, and a portable aggregate plant
which is operated at various locations in the
Northwest.

The financial statements of this wholly-owned
subsidiary are consolidated with those of Hecla;
operating results for 1970 were quite satisfactory.

DAY MINES, INC.
Wallace, Idaho

At year end Hecla owned 394,309 shares
(13.5%) of the capital stock of Day Mines, Inc., a
Wallace, Idaho company. For 1970 Day Mines re-
ported a net loss on a preliminary basis estimated
at $53,000, or 1.8¢ per share, as compared to a
net profit of $494,000, or 17.1¢ per share in
1969. Day Mines has submitted the following state-
ment of activities for 1970:

“Fourth quarter activity at the Dayrock mine,
near Wallace, was concentrated on extension of
drifts east and west along the vein system at
the new 1600 and 1750 levels from the Hornet
winze. Ore segments totalling 480 feet in
length have been developed on 1600 level to
date and the 1750 level development is follow-
ing closely behind. The mill has operated at
capacity, about 220 tons per day, on ore from
the development headings since mid-October.
Ore showings on the two new levels are dis-
tinctly better than those in preceding higher
levels. Unfortunately, lead and silver prices are
lower now than they have been for two years.

Gold-silver production from the operations at
Republic, Washington, was low in the third
quarter but returned to normal in the fourth
quarter, assisted by a progressive increase in
the price received for gold.

Normal production continued at the Galena
mine near Wallace (DMI participates 25% in
the Asarco lease on the property). Development
of the 133 vein, first on 3700 level and then on
3400 level, has served to maintain Galena’s
ore reserves for the year.

On December 18, officers of Silver Star
Mines, Inc. and DMI signed an agreement
whereby the mining property of Silver Star will
be developed and operated from adjoining
workings of the Dayrock mine, on two profit-
sharing bases: 65% DMI| and 35% Silver Star
in one area; 55% DMI and 45% Silver Star in
the more distant areas.

On January 8 agreements were signed which
open the east half of the property of Sterling
Mining Company Ltd. (142 acres) to explora-
tion, development and possible production
through adjoining Galena mine facilities.
Asarco, DMI, Callahan Mining Corporation and
Sterling are parties to this new leasing arrange-
ment, which has been under negotiation for a
number of years.

DMI earnings in 1970 were reduced as a
result of a five-month suspension of production
at the Dayrock mine for shaft deepening; extra-
ordinary exploration expenses were involved
elsewhere. DMI has elected to charge non-recur-
ring Caladay exploration costs of $287,000 to
current expense. By so doing, a net operating
loss is recorded that should result in an adjust-
ment of 1969 income taxes; estimated to pro-
duce a refund of $160,000 to DMI.”
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PRODUCTION

The sketch opposite graphically illustrates Hecla’s sales income from metallic concentrates produced during the year.

12
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ANALYSIS

SILVER 46.8%

LEAD 30.2%

GOLD 6.9%

ZINC 5.5%

OTHER 3.3%

1970 production by mines and metals produced was as follows:

COPPER 7.3%

Tons of Ounces Ounces Tons Tons Tons
Ore Mined Gold Silver Lead Zinc Copper
Lucky Friday Mine.............._.._...____... 200,448 1,305 2,814,459 19,192 2,017 257
Sunshine Unit Area (1) 82,424 2,730,077 545
Star-Morning Unit Area (1).................... 64,663 148,520 3,135 4,265
Mayflower Mine....._............_..... 115,762 50,798 552,031 5,140 3,197 1,104
463,297 52,103 6,245,087 27,467 9,479 1,906
(1) Reflects Hecla’s share of production from these
properties.
The following table represents combined production of Hecla Mining Company for the past five years:
Tons of Ounces Ounces Tons Tons Tons
Ore Mined Gold Silver Lead Zinc Copper
1966 . 480,852 62,862 7,073,773 30,600 12,106 1,796
1967 (1)...ococcmmsmsies: 445,463 66,045 6,146,917 24,443 12,083 1,790
1968 (1) ... 378,466 59,725 4,974,480 16,857 9,507 1,734
1969 441,292 53,935 6,558,393 27,651 9,047 1,895
1970 . 463,297 52,103 6,245,087 27,467 9,479 1,906
(1) Both 1967 and 1968 production were materially reduced as a result of a strike at the Lucky Friday mine which
shut down that operation from October 15, 1967 to June 15, 1968.
13



Dec. 15, 1970

FILE MEMO

HECLA, BAGDAD, CITY SERVICES
FLASH SMELTER

In a conversation with Dave Lincoln on 12-14=70 I learned that he
had joined with Hecla Mining, City Services, in a study of pyro-
metallurgical processes for treatment of concentrates.

On 12-15-70 I called Bill Griffith of Hecla to learn more of this
joint program and to see if there was some opportunity for Essex
to join. Griffith indicated that they did not want to extend it to too
many parties in that it would be difficult to make decisions. City
Services and Hecla have been discussing joint processing of con-
centrates from the inception of the Hecla program at Lakeshore.

The three companies have retained Jan Reimer, a consultant from
Canada, to investigate various processes, primarily the Outokumpu
Flash Smelting process. Their feasibility study will be completed
by next September; however, they are expecting preliminary esti-
mates by March, At that point they may decide to accept additional
participation.

Griffith indicated that with two friends in the program (namely,

Hecla and Bagdad) he felt that we would do well not to participate
in the program in that we will be advised as to the outcome.

H. Lanier

cc: P.W. O'Malley 6&









HECLA MINING COMPANY

208 752-1251

WALLACE, IDAHO 83873

P. O. Box 320

Mr. Howard Lanier, Manager
Copper Processing Operations
Essex International, Inc.
2030 East Speedway:

Tucson, Arizona

Dear Howard:

August 10, 1970

I am enclosing with this letter samples of two electrowon cathodes

which we have produced in our pilot operations at Hazen Research,

I

would appreciate it if you could have them analyzed by your friends in

Kennecott as we discussed over the telephone.

For your information, the analyses reported on these two samples
by Chicago Spectro Service Laboratory are as follows:

Element

Cu
0

82
Fe
Pb
Sn
Bi
Sb
Mo
Te
Se
Ag
Ni
As
Zn

-

Cathode
#18

99.99%
.013%

<50 ppm
<5

2.4
<1

1.6
<2
<5
<2

0.8
<3
<1
<2
<10

6 Day

Cathode
#28

99.99%
.014%
50 ppm
<5
3.8
1.2
1.8
<2
<5
<2
1,1
<3
<1
<2
<10

6 Day




Mr. Howard Lanier 2= August 10, 1970

We appreciate very much your assistance in obtaining these analyses
for us, and shall look forward to your evaluation of the results with
keen interest.

o ’
W. A. Griffith
Research Director

WAG : skm
Enclosures: 2

cc: File
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ole C-5, Cont'd.

oo 'Percent coprer
Footage .Acid-
Feet-' To- Feet Total | soluble | - Descrlptlon and remarks
465 W70 5.0 " U178 1.5% Shear zone.
470 475 5.0 ! 1.7  1.07 Do.
475 480 5.0 1.16 1.06 | Do.
480 485 5.0 1.40 1.16 ~ Do.
485 : k90 5.0 1 2.487 2.25 Do.
490 495 5.0 | 1.97 1.73 Do.
kg5 500 5.0 | 91 .73 Do.
500 | 505 5.0 | 241 1.92 |  Do.
505 | 510 5.0 | 500 .33 Do.
510 | 515 5.0 | .73/ .50 | . Do.
515 | 520 5.0 | .73 A9 0 Do.
520 | 525 5.0 | a8 | Do.
525 | 530 5.0 1 154, 1.26 Do.
530 | 535 5.0 ‘ 2.98]  2.31 | Do.
535 540 | 5.0 | 3.06|. 2.5 | Do.
540 | 545 5.0 | 2.09| 1.65 Do. .
545 550 5.0 | 531 .38 | Andesite and granlte
7.0 | ! Granite. :

220 | 357

3790 - 24 -
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Hecla Mining Company April 22, 1970

Met with Bill Griffin in Denver April 22, 1970 to consider possibilities
of Essex participating with Hecla Mining Co. in the Lakeshore Project.

Hecla negotiated an interest which gives them manégement control.

El Paso (which owns Narragansett Wire) has first call on 50 percent of the copper.

Hecla personnel involved:

Bill Love - President, Hecla Mining Co,

Bill Griffin - Research Director

Jim Hunter - Project Manager (Metallurgist)

Bob Hendricks - Project Engineer (Mining Engineer)

Jim Quinlan - Geologist

Contact at E1 Paso Natural Gas is Mr. Perkins, Executive Vice
President, Mining.

The Lakeshore Project has now been well defined in terms of ore reserves
and the metallurgy is being worked out by Hazen Research. The ore is in three
zones. On top thfgfis 200 million tons of 0.7 percent oxide, under which there
is a zone of another 200 million tons of 0.7 percent sulfide, mostly chalcopyrite.
The third strata is smaller with about 40 million tons of 1.7 percent sulfide.

To avoid the air pollution problem they are planning to roast, leach and
electrowin the sulfides. The SO, from roasting will be converted to sulfuric acid
which will be used for leaching the oxides. The’plan@to use the Lurgl Process
to make iron sponge for cementation of the leached copper.

1



Hecla Mining Com'pa”mvf
April 22, 1970

Mine output will be 80,000 tons/year, one half as E. W. cathodes and
one half as precipitates. There will be a problem of silver in the range of three
to four O.P.T. in the precipitates. This makes it somewhat desirable to ship
it to a smelter. I suggested a simple oil flotation to scalp off a high grade
precipitate leaving the silver in the tails with other impurities which would go
to a smelter. Treatment of the precipitates is not decided.

The processing plant may be designed to accept concen trates from
another company; thus, the output may be as much as 130,000 T.P.Y. Hecla
will actually control 20,000 T.P.Y, of cathodes and 25,000 T.P.Y. of precipi-
tates. There is a possibility for us to deal on some of El Paso's half and some
of the toll copper. Griffith will raise the question with El Paso and the possible
toll source and then advise us.

I made arrangements to test their pilot plant production when it is
available. Also I am to give them assistance on refining problems and counsel
them in the marketing aspects.

Hecla is not interested in a merger, acquisition or partnership. They
have some capital available except for an additional $100,000,000.00 which
they are now raising. The two relationships which interest them are:

1) Long term purchase agreement which would give them market security
and yet enjoy some margin above producer's price.

2) A long term agreement with a capital advance against future copper.

Order of magnitude of the advance would be 10 - 30 million.



Hecla Mining Company

April 22, 1970

Of the two proposals I stressed the first. He would like a letter of
intent and a staté?n—eﬁt of a startfng position for negotiations. This he would
like next week. They want a letter as an instrument to support their financing
program to show market stability.

We did not deal in specific numbers but it is evident he wants more
than producer price but will discount for E. W. cathode grade.

On April 23, 1970 I asked Larry Van Aman to study pricing history as a

basis for a formula. I suggested to Larry two prototypes as follows:

1. 10 year contract.
One-third of difference between the six months - one year future
market dealer price and the producer price, less a 2¢ discount
for E. W. quality.

2. 5 year contract.
One-half of difference between the six months - one year future
market dealer price and the producer price, less a 2¢ discount.

The above would be based on a firm quality specification.
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Hecla Mining Company April 22, 1970

Met with Bill Griffin in Denver April 22, 1970 to consider possibilities
of Essex participating with Hecla Mining Co. in the Lakeshore Project.

Hecla negotiated an interest which gives them management control,

El Paso (which owns Narragansett Wire) has first call on £0 percent of the copper.

Hecla personnel involved:

Bill Love - President, Hecla Mining Co,

Bill Griffin - Research Director

Jim Hunter - Project Manager (Metallurgist)

Bob Hendricks - Project Engineer (Mining Engineer)

Jim Quinlan - Geologist

Contact at E1 Paso Natural Gas is Mr. Perkins, Executive Vice
President, Mining.

The Lakeshore Project has now been well defined in terms of ore reserves
and the metallurgy is being worked out by Hazen Research. The ore is in three
zones, On top tgn-iéz?s 200 million tons of 0.7 percent oxide, under which there
is a zone of another 200 million tons of 0.7 pe-rcent sulfide, mostly chalcopyrite.
The third strata is smaller with about 40 million tons of 1.7 percent sulfide.

To avoid the air poliution problem they are planning to roast, leach and
electrowin the sulfides., The SO, from roasting will be converted to sulfuric acid
which will be used for leaching the oxides. The play’to use the li;;-‘;; Process
to make iron sponge for cementation of the leached copper.
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Hecla Mining Company

April 22, 1970

Mine output will be 80,000 tons/year, one half as E. W. cathodes and
one half as precipitates. There will be a problem of silver in the range of three
to four O.P T. in the precipitates. This makes it somewhat desirable to ship
it to a smelter, I suggested a simple oil flotation to scalp off a high grade
precipilate leaving the silver in the tails with other impurities which would go
to a smelter. Tr=atment of the nrecipitates is not decided,

The processing plant may be designed to accept concen trates from
another company; thus, the output may be as much as 130,000 T,P.Y. Hecla
will actually control 20,000 T,P,Y, of cathodes and 25,000 T.P.Y, of precipi-
tates. There is a possibility for us to deal on some of El Paso's half and some
of the toll coppér, Griffith will raise the question with El Paso and the possible
toll source and then advise us.
| I made arrangements to test their pilot plant production when it is
available. Also I am to give them assistance on refining problems and counsel
them in the marketing aspects.

Hecla is not interested in a merger, acquisition or partnership. They
have some capital available except for an additional $100,000,000.00 which
they are now raising. The two relationships which interest them are:

1) Long term purchase agreement which would give them market security
and yet enjoy some margin above producer's price.

2) A long term agreement with a capital advance against future copper.

Order of magnitude of the advance would be 10 - 30 million.
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Hecla Mining Company
April 22, 1970

Of the two proposals I stressed the first., He wculd like a letter of
intent and a statement of a starting position for ncgotiaticns, This he would
like next week. They want a letter as an instrumcnt to support their financing
program to show market stability.

We did not deal in specific numbers but it is evident he wants more
than producer price but will discount for E. W. c¢ thode grade.

On April 23, 1970 I asked Larry Van Aman to study pricing history as a
basis for a formula. I suggested to Larry two prototypes as follows:

1. 10 year contract.

One-third of difference between the six months - one year future
market dealer price and the producer price, less a 2¢ discount
for E. W. quality.

2. 5 year contract.

One-half of difference between the six months - one year future
market dealer price and the producer price, less a 2¢ discount.

The above would be based on ¢ firm quality specification,
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Hecla Mining Company April 22, 1970

Met with Bill Griffin in Denve- April 22, 1970 to consider possibilities
of Essex participating with Hecla Mining Co. in the Lakeshore Project.

Hecla negotiated an interest wiich gives them management control.

El Paso (which owne Narragansett Wire) has first call on 50 percent of the copper.

Hecla personnel involved:

Bill l.ove - Precident, Hecla Mining Co,

Bill Griffin - Re search Diector

Jim Hunter - Project Manager (Metallurgist)

Bob Hendricks - Project Engineer (Mining Engineer)

Jim Quinlan - Geologist

Contact at El Paso Natural Gas is Mr, Perkins, Executive Vice
President, M:ining.

The Lakeshore Project 1as now been well defined in terms of ore reserves
and the metallurgy is being worked out by Hazen Research. The ore is in three
zones, On top tgfs-ﬁs 200 million tons of 0.7 percent oxide, under which there
is a zone of another 200 million tons of 0.7 percent sulfide, mostly chalcopyrite.
The third strata is smaller with about 40 million tons of 1,7 percent sulfide.

To avoid the air pollution problem they are planning to roast, leach and
electrowin the sulfide ;. The SO, from roasting will be converted to sulfuric acid
which will be used for leaching the oxides. Th7 plar}é to use the ﬁ;qu-: Process

to make iron sponge for cementation of the leached copper.
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Hecla Mining Company
April 22, 1970

Mine output will be 80,000 tons/year, ne half as E. W. cathodes and
one half as precipitates. There will be a problem of silver in the range of three
to four O.P.T. in the precipitates. This makes it somewhat desirable to ship
it to a smelter, I suggested a simple oil flotation to scalp off a high grade
precipitate leaving the silver in the tails with other impurities which would go
to a smelter. Treatment of the osrecipitates is not decided.

The processing plant may be designed to accept concen trates from
another company; thus, the output may be as much as 130,000 T.P.Y. Hecla
will actually control 20,000 T,P.,Y. of cathodes and 25,000 T.P.Y. of precipi-
tates. There is a possibility for us to deal on some of El Paso's half and some
of the toll copper. Griffith will raise the question with El Paso and the possible
toll source and then advise us.

I made arrangements to test their pilot plant production when it is
available. Also I am to give them assistance on refining problems and counsel
them in the marketing aspects.

Hecla is not interested in a merger, acquisition or partnership. They
have some capital available except for an additional $100,000,000.00 which
they are now raising. The two relationships which interest them are:

1) Long term purchase agreement which would give them market security
and yet enjoy some margin above producer's price,

2) A long term agreement with a capital advance against future copper.

Order of magnitude of the advance wou.d be 10 - 30 million.




Hecla Mining Company
April 22, 1970

Of the two proposals I stresscd the first. He would like a letter of
intent and a statement of a starting position for negotiations. This he would
like next week. They want a letter as an instrument to support their financing
program to show market stability.

We did not deal in specific numbers but it is evident he wants more
than producer price but will discount fo- E. W. cathode grade.

On April 23, 1970 I asked Larr; Van Aman to study pricing history as a
basis for a formula. I suggested to Larry two prototypes as follows:

1. 10 year contract.

One-third of difference between the six months - one year future
market dealer price and the producer price, less a 2¢ discount
for E. W. quality.

2. 5 year contract.

One-half of difference between the six months - one year future
market dealer price and the producer price, less a 2¢ discount.

The above would be based on a firm quality specification.
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s Hecla Mining foria

Stock — Price Jan. 8'73 Dividers! Yiwid
CAPITAL . oo .uoo i sss o a5 s s aims sm s 16% R L.
RECOMMENDATION: Hecla the Ieodmg U.S. silver producer, has interss® = several mines
in Idaho’s Coeur d'Alene dlsfnct and normally derives about half of ne: wmeme from silver
operations. A 50% interest is held in a large copper project which is n shesduled o start
up until 1975. The shares remain a speculation on movements in wort siteer quetations,

with longer-range prospects dependent on the success of tire copper projer:

HECLA MINING
e 19631 ¢ Lead B Zinc X I
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L] ed on speciol comporgble scoles, volues nOT shown.

SALES (Million 3)

Quarter: 1972 1971 1070 1969 1068
March..... 6.04 5.41 0.39 5.88 3.85
June..... 5.60 6.24 6.27 6.07 4.36
Sept........ 4.57 6.24 594 6.04 5.84
Dec. . 5.86 5.64 6.03 6.28

For the nine months ended September 30,
1972, sales declined 9.4%, year to year, re-
ﬂtcﬁng reduced output of silver, gold and
lead, partially stemming from the Sunshine
Silver Mine fire. Margins narrowed, damaged
by lower ore yields of gold, silver and lead
and rising administrative costs, and operat-
ing income fell 20%. Dividend and interest
income was down, but capital gains were
slightly higher. Following reduced deprecia-
tion charges and cutbacks in spending for
exploration and the Consolidated Silver Proj-
ect, the drop in pretax income was pared to
17%. After taxes at 26.4%, against 31.3%, net
income was down 11%, to $0.46 a share from
$0.52 (adjusted). Earnings for the 1972 in-
terim were before a $0.04 a share charge
for costs of the Sunshine Mine Fire.

3CAPITAL SHARE EARNINGS ($)
Quarter: 1972 1071 1970 1969 1968

March..... 0.16 0.16 024 021 .....
June........ ~@15 0.19 0.20 .0.20 ...
Sept........ Q.15 0.16 0.18 0.17 *0.46
INE. ooouee 0.12 0.13 0.13 0.28

PROSPFECH

Near Term—Sales I= 3972 mar have
reached $22 million, verses 5771’s $23.7 mil-
lion. Earnings (before sz~ items) are not
estimated to have differst sygmificanitly from
1971’s $0.64 a share (sfsead for the 1972
2% stock dividend).

Sales and earnings m I¥IS should benefit
from an anticipated ves--3r—<wear improve-
ment in silver prices =& z resumption of
full production at the Smsilume Silver Mine,
expected by the end o @ first quarter.
Somewhat weaker lsaf grives may be re-
stricting, however, and sivewr guotations re-
main heavily subject T spmzulative influ-
ences. On balance, exzwings should exceed
the estimated 1972 level ey resumption”
of cash dividends is w Sremsen; I stock
dividends have been patd exaumlly since 1970, -

long Term— Earnings w=3 zontinue to fol-
low closely movements &t SDver prices until
the Lakeshore copper pmpemity begins pro-
duction. Copper prodm=ior is expected to
assume the greatest signdfirunne following the
opening of that properts, axtitsipated in 1975.

RECENT DEVELOPMEWNTS

On July 6, 1972 a swuit file by a minority
stockholder against the compmy's directors
for transactions in silver Dutures contracts
was dismisged with prejadinos. The decision
was subsequently appealsd.

In December, 1972 the Sunsline Silver Mine
began limited operations. The mine, in which
Hecla has a 334% interest, was closed bya
fire on May 2, 1972. Fall eperation is ex-
pected late in 1973’s first gmrter.

In December, 1972 Becla angd El Paso Nat-
ural Gas Co. agreed, sdbject to a favorable
tax ruling, that El Paso would assume a
50% working interest in development of their
jointly owned Lakeshors cogpper property.
Previously, Hecla was to provide full de-

: velopment financing.

DIVIDEND DATA
. Payment in the past 12 months:

Amt. of Ddc Ex-divd - Shock of Poymtm
Divd. Date Record

MK.Apr u&y 8 May 12 Aug. 4"12

Tlisted NLY.S.E.; also listed Pacific Coast & Spokane S.Es. C-"*IRWS.E_ 2% in stk. on Aug. 4, 1972.  3Adj. for stk.

divs. of 29 ea. in 1972, 1971 & 1970.  *Nine mos.

STANDARD N.Y.S.E. STOCK REPORTS
. Repreduction in whsle o7 in port withsut written

STANDARD & POOR'S CORP.

in wivietty prohibited. Al rights

de Pa. Editorial & mm—.,mu-ﬂ.,n-v-t.n.v 10014
Vol. 40, No. % Friday, Jonuaey 12, 1973 Sec. ¥4
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HECLA MINING COMPANY

INCOME STATISTICS (Million$) AND PER SHARE ($) DATA

Penge
Year % Oper Depr., Net -—-*Capital Share ($) Dato-— [ —
Ended Net Inc.of  Oper. Depl.& Bef. "Net Divs. Price Fnay;
Dec. 31 Sales Sales  income Amort. Toxes Income 'Earns. Poid Ronge -
1972~ —_— —_— - —_— _— - _— R 20 -13 ———
1971— 23.75 -..277 6.59 0.45 5.78 4.01 0.64 — 26% -11% A
1970-- 2424 35.0 .4 .5 X 4.72 0.75 0.16% 32%-17% S-la
1969-- 24.02 36.6 8.79 0.42 n 4.87 0.76 0.66 35% -16% @7
1968~ 20.13 37.3 7.50 0.36 7.06 4.64 0.74 0.61% 38% —24 e
1967-- 20.20 393 7.94 0.51 7.50 537 1.03 0.56% 29% -19% =z
1966~ 21.40 43.7 9.36 0.52 8.98 6.01 117 0.54% 30% -13 20"
1965-- 20.05 44.6 8.95 0.36 8.45 3.71 1.14 10.35% 16% -11% L
1964-- 18.83 455 8.57 0.43 7.79 5.20 1.04 10.33 18 - 9k >~ %
1963~ 8.83 18.6 1.65 0.46 1.73 1.55 0.64 0.32 k- 6k (Rt ¢
1962~ 5.99 226 1.35 0.19 1.89 1.48 0.61 0.23% 7% - 4% - ¥
2PERTINENT BALANCE SHEET STATISTICS (Million $)
Copital Net Cur Ratio o= ‘S
Gross  Expend. Cash inven-  Recerv. —Current— —  Workg  Assetsto  Term Soou Mo,
Dec. 31 Prop (Net) Frems tories ables  Agsers Liabs Cop Liobs Der C2¢ S&
_1971-- 3795 1087 6.00 0.80 5.35 12.24 4.65 7.58 __2.6-1 L] T
1970-- 26.64 7.90 921 0.78 3.52 1516 4.37 10.79 3.5-1 L %
1969~ 17.84 4.35 9.28 0.61 3.55 14.73 2.80 11.92 531 33
1968 - 1 ; 1279 053 256 1722 296 1426 581 w Ag
1967-- 9.46 110 8.54 0.53 5.68 14.79 2.69 12.10 55-1 L] [y
1966-- 8.40 0.34 15.47 0.48 2.15 i8.18 5.3 12,84 34 L %
= 7. ! 0.45 1.2} 1250 443 =.97 28-1 & -
1964-- 7.32 NA. 10.47 0.46 5.47 18.42 . 968 .74 1.9-1 - 38
1963-- 6.62 NA. “amn 0.54 168 7.16 1.55 56! 46-1 - (ol
1962-- 586 NA. 27 0.55 1.9 5.28 1.12 415 4.7-1 oW 35
'Bef. spec. chge.-of $0.30 a sh. (net) in 1962 & bef. spec. cr. of $0.12in 1963, $0.02in 1965 & $0.16 in 1988  “ng
arizona Resources, oft. 1967 & Lucky-Friday, oft. 1963.  Plus 1/100 sh. of Bunker Mill Com. ‘Adij. for 2-4or

stk. divs. of 2% ea. in 1972, 1971 & 1970.  *Pd. stk.-see footnote 4,  N.A.—Not Avaiiable.

Fundamental Position

inty hrough B Laky Boner REodueer,
ma; riday Mine and
its 3!56% interest in the Sunshine Unitized
Area, both in the Coeur d'Alene District of
Idaho. Interests in several other properties
are held and the company conducts substan-
tial exploration efforts. In 19’71,6 gggcla':
interests in mine output comprised ,369,01
ounces of silver (16% of the U.S. total),
32,170 tons of lead, 10,323 tons of zinc,
59,974 ounces of gold and 2,214 tons of copper.
Silver provided 43% of sales, lead 33%, gold:
9%, copper 7%, zinc 6% and other 2%,.

Broduction from the Lucky Friday mine 1
1971 was 213,394 tons of ore grading 16.0
ounces of silver per ton, 11.3%leadand 1.35%
zine. Ore reserves at the end of 1971 were

552,000 tons, down from the year-earlier

624, tons. DevelOpment work -is under
vax ‘at the 4080-foot level.
5 33%% !i‘!’xtyereat is h:ld in the Unitized
ea prope operated by Sunshine Mining.
Hecla's share of 1971 production was 84,212
tons of ore assaying 33.75 ounces of silver.
Its share of reserves was 321,000 tons at
January 1, 1972.

Hecla operates and owns a 30% interest in

the Star-Morning Unit Area in Idaho; its
share of 1971 output was 73,816 tons assay-
ing 2.82 ounces of silver, 5.53% lcad and

.72% zinc. Its share of year-end reserves
‘was 261,000 tons. )

Hecla operates and receives half of the
profits from the Mayflower mine in Utah*
Output in 1971 was 124,354 tons ave
0.51 ounce of gold per ton, 5.12 ounces of

silver, 4.01% lead, 2.44% zinc mél 26% cap-
per. Year-end reserves were 111,000 toms.

Hecla has a 35% equity interest m Grandac
Mines whose British Columbia cipper prop-
erty is leased to American i and
Newmont Mining for developmen. A 13.5%
interest is held in Day Mines, wiich holds
a 25% interest in the Galena mmre and has
a number of other silver interests in and
around the Coeur d'Alene r

Hecla holds a 50% interest im the Lake-
shore copper property near Casa Gramde,
Arizona and is the operator of the property.
El Paso Natural Gas Co. holds the remainitg
50%. Ore reserves have not been finally de-
termined, but are expected to be substantial,
with an average ore grade around®.7%. Com-
mencement of full production is scheduled
for early 1975.

Cash dividends have been cmiited simce
the March, 1970 payment. Three 2% stock
dividends have since been declared.

Shareholders: 12,426. Employees: 1,350.

Finances
Day Mines Inc. has filed a vegistration
statement on behalf of Hecla cowering the
possible sale of Hecla's holdings of 394,309
Day Mines common shares. Heela has not
yet decided whether it will proceed with
the secondary offering.

CAPITALIZATION
LONG TERM DEBT: None.
CAPITAL STOCK: 6,329,897 ghs. ($0.25 par);
an El Pasc Natural Gas Co. subsidiary owns
16.8% and Golconda Corp. owns 11.0%.
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