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UPFRONT 
 

Strike Minerals Inc. (“Strike Minerals” or the “Company”) is an early-stage 

mining company with a flagship formerly-producing gold mine that is being 

readied to resume production. 

 

The Edwards Gold Mine, between 1996-2001, produced 144,000 oz of gold at 

an average grade of 0.39 oz/t. The Company has received permission to re-

commence operations at the mine and should dewater the ramp and refurbish 

the underground in 2011. This should allow for production to resume in 2012. 

At the same time, Strike Minerals is currently conducting delineation drilling 

to obtain sufficient data to allow a NI 43-101 compliant Resource Estimate 

that will include existing underground workings and new zones.  

 

The Company is also in the process of acquiring a high potential gold project 

in Ontario’s Hemlo-Schreiber gold district.  

 

Although Strike Minerals has adequate capital for its immediate plans, the 

Company will need to seek additional financing to carry out the ambitious 

program it has set for itself over the next 18 months. With new aggressive 

management in place, we believe the Company will fulfill its mandate, and the 

Company’s shares should respond accordingly. 
   

RECOMMENDATION 
 

We recommend Strike Minerals Inc. as a Speculative Buy for long-term, risk-

tolerant investors. Our 12-month Target Price for the shares is $0.65. 
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THE COMPANY 
 

Strike Minerals has interests in three properties in north-central Ontario: 

 

(1) Edwards Gold Mine: 100%; 

(2) Ronda Properties: 100%; and 

(3) MacMurchy Options. 

 

Strike Minerals also has signed a Memorandum of Understanding with two companies that would give the 

Company a 100% interest in the Hemlo West Properties situated in the Hemlo-Schreiber Gold Camp. 

 

EDWARDS GOLD MINE 

 

The Edwards Gold Mine (“Edwards”) is located in the Goudreau-Lochalsh Deformation Zone in Ontario, an 

area that hosts a number of known gold deposits. It was in production from 1996 until 2001. The previous 

operator, River Gold Mines, produced 144,000 oz of gold at an average grade of 0.39 oz/t. Production ceased 

and the mine was flooded when the gold price dropped below $300/oz. The mine is developed to a depth of 

290 m. 

 

The Edwards-Cline Shear zone crosses the Edwards Mine property, and is the dominant structure in the area. 

Numerous tension shear/fracture zones branch obliquely from this feature, and several tested zones contain 

known high-grade gold in quartz vein-type deposits.  

 

Strike Minerals has proven the existence of 5 veins (New North I; New North II: Plowman #1; Plowman #2; 

and Plowman #3) with significant grades parallel to the mined Porphyry and Carbonate veins. 
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After acquiring Edwards, Strike Minerals completed about 31,000 feet of diamond drill holes to test the New 

North I and II Zones, the Plowman 1, 2, and 3 Zones, and the Carbonate and Porphyry veins at depth. This 

drilling successfully confirmed high-grade gold in various zones at Edwards.   

 

COMMENT: Strike is developing additional drilling programs to further define mineralization. 

 

OTHER PROPERTY INTERESTS 
 

The Company’s two other projects, the Ronda Properties and the MacMurchy Options in the Shining Tree area 

of Ontario, are idle. See Appendix 5 for further information on these properties. 

 

CORPORATE STRATEGY 

 

For 2011-2012, Strike Minerals intends to carry out the following planned program: 

 

(1) Recommence production at the Edwards Gold Mine. Surface remediation and evaluation work is 

already underway. The Company is targetting some time in 2012 for start-up. 

 

COMMENT: The Ontario Ministry of Mines has accepted that closure of the Edwards Gold Mine in 2001 
was a “temporary” closure rather than a full one. To reactivate the mine and bring it back into production, 

Strike Minerals has to submit a Notice of Project Status, along with the usual regulatory requirements relating 

to workplace safety. 

 

(2) Complete an NI 43-101 Resource Estimate, and consider undertaking a Scoping Study. Before 

Edwards can be brought back on-stream, the Company has a few milestones to achieve. Completion of 

dewatering should allow Strike Minerals to conduct an underground drilling and exploration program to 

test the mineralized zones at depth, as well as reassess the gold mineralization that remains in the old 

workings. This work should provide the data that would contribute to an NI 43-101 compliant Resource 

Estimate for Edwards, and to a Scoping Study that would assess the technical feasibility and economic 

viability of recommencing operations at the Edwards Gold Mine. 

 

(3) Consider acquiring near-by gold properties. Strike Minerals has already started strategic acquisitions, 

which are synergistic with the Edwards property (see Table 3 on page 15 listing gold projects adjacent to 

the Edwards Property). The Company hopes that acquisitions will increase its mineral resource and further 

leverage the Edwards Gold Mine’s existing underground development.  

 

COMMENT: Strike Minerals’ ultimate goal is to consolidate its holdings in this historic gold camp and 

become the key player in the Goudreau-Lochalsh Deformation Zone. 

 

(4) Expand geographic land holdings into the Hemlo-Schreiber Gold Camp. Strike Minerals is also 

interested in Hemlo West Properties located about 270 km to the west of the Goudreau Lake Deformation 

Zone, in Hemlo-Schreiber gold district at Hays Lake near Schreiber, Ontario. In December, 2010, Everton 

Resources Inc. and Canadian Star Minerals Ltd executed a Memorandum of Understanding to sell or 

transfer ownership or options to give Strike a 100% undivided interest in the Hemlo West Properties. 

 

 

Further discussion on these initiatives is provided in the Appendices, beginning on page 12. 
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INVESTMENT CONSIDERATIONS 
 

Strengths 
 

● The resumption of production at the Edwards Gold Mine should be less costly when compared to a brown 

field development, because the underground access to mineralization will be ready after dewatering and 

the mine’s surface infrastructure has been preserved. Production is expected to be resumed in 2012 with an 

output of 200-500 tonnes of ore per day.  
 

● The Edwards Gold Mine is only 10 km from the Richmont Mines Inc. Island Gold Mine mill that has the 

capacity to process any production from Edwards; 
 

● Strike Minerals has compiled an in-house Drill Inferred Inventory (non NI 43-101 compliant), with a total 

of 591,431 tons grading 0.258 oz/t, containing 152,703 oz. Management estimates Edwards’ total resource 

at 250,000-350,000 oz.  

 

● A 2011 priority is to complete a NI 43-101 compliant Resource Estimate. Dewatering of the Edwards mine 

should enable underground drilling and development to evaluate the resources adjacent to the old 

workings, it will also enable underground drilling and sampling of the six new gold zones delineated by 

surface drilling since 2002.  
 

● A new management team took over in September 2010 and has refocused the Company’s strategy and 

direction. 
 

● A key component of management’s aggressive attitude is Strike Minerals’ strategic plan to consolidate 

adjacent or near-by gold projects in order to increase its mineral resources and leverage the Edwards Gold 

Mine’s assets to access deposits from underground.  

 

● The Company is in a process of acquiring additional properties, the Hemlo West Properties, located in the 

Hemlo-Schreiber gold district in Ontario. 
 

Challenges 
 

● The Company’s future cash flows and production from Edwards depend on the price of gold. 
 

● Strike Minerals does not, at present, have a NI 43-101 compliant Resource Estimate, which accentuates 

the risks common for early-stage mining exploration and development companies. 
 

● For drilling and refurbishment of the Edwards Gold Mine, and exploration work on the Hemlo West 

Properties, the Company expects to expend about $1.45 million in capex in fiscal 2012. With current cash 

and marketable securities at about $1.1 million, the Company will need to raise at least $700,000 for this 

program. 
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VALUATION 
 

We have valued Strike Minerals using two valuation methodologies: 

 

1. Peer Comparison (Property Ratio Approach); and 

2. Per Attributable Metal Resource. 

 

1. PEER COMPARISON: PROPERTY PORTFOLIO VALUATION METHOD 
 

We compare Strike Minerals to four peer TSX Venture exchange listed companies, namely: Canstar Resources 

Corp., Golden Dory Resources Corp., Melkior Resources Inc. and Playfair Mining Ltd. We selected these 

peers since they are focused on exploration of their gold properties, are at the exploration stage with no current 

production, and are exploring properties in North America. 

 

The Property Ratio Method is based upon an analysis of the Property Ratio, which measures the premium the 

market currently places on a company’s mineral properties. All else being equal, a higher premium indicates 

the market is anticipating greater future value from the assets in the ground, while a lower premium may 

represent an undervalued asset. 

 

This method determines an appropriate valuation for the shares of Strike Minerals based on a comparison of 

the Property Ratio of the respective companies. We take into account the expected capital expenditures and the 

expected number of shares to be issued by the Company in 2011. 

 

Analysis Approach 
 

The Property Ratio valuation uses the latest available financial statements for the respective companies, but 

adjusted on a pro forma basis to account for subsequent events. We have estimated the value of Strike 

Minerals’ mineral property portfolio 12 months forward by adding the anticipated capital expenditures for the 

forecast period to the existing mineral property value. Then we apply, to the Adjusted Book Value of the 

mineral property, the selected Mineral Property Ratio, as determined by analyzing and comparing the relative 

merits of the peer companies with the subject company. In this respect, in order to smooth out any abnormal 

short-term price fluctuations, we have taken the 50-day average price for all companies. 

 

Property Ratio Analysis 
 

Strike Minerals' Property Ratio of 1.84x is at a 53% discount to the peers’ average of 3.95x. We expect that 

Strike Minerals in 12 months will trade closer to the current peer average since, by that time, the Company 

should have an NI 43-101 compliant resources estimate, and should start initiating mining at the Edwards Gold 

Mine. The current peer average Property Ratio of 3.95x derives an intrinsic value for Strike Minerals of $0.24 

per share.  
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Table 1: Property Ratio Valuation Method 
 

Strike Minerals Canstar Golden Dory Melkior Playfair

Inc. Resources Inc. Resources Corp. Resources Inc. Mining Ltd.

STK : TSX-V ROX : TSX-V GDR : TSX-V MKR : TSX-V PLY : TSX-V

Stage Exploration Exploration Exploration Exploration Exploration

Financial Statement Date: Oct 31, 2010 Sep 30, 2010 Sep 30, 2010 Nov 30, 2010 Nov 30, 2010

Corporate: 

Share Price (50-day avg) $0.10 $0.14 $0.16 $0.27 $0.23

Shares O/S 55,871,219 68,826,713 60,708,460 110,950,370 77,611,361

Market Cap (Based on 50-day avg) $5,464,205 $9,511,852 $9,482,661 $29,557,179 $17,726,435

Mineral Properties:

Book Value (Cost) (1) $1,452,061 $991,785 $2,966,392 $13,156,254 $11,912,506

Market Value $5,016,125 $9,327,485 $8,361,003 $28,130,979 $17,065,148

Difference $3,564,064 $8,335,701 $5,394,611 $14,974,726 $5,152,642

Property Ratio 3.45 9.40 2.82 2.14 1.43

Average Ratio (Peers) 3.95

Adjusted Book Value (2) $2,902,061

Adjsuted Property Ratio 1.84

Selected Ratio 3.95

Adjusted Common Equity (Selected Ratio) (3) $11,458,851

Adjusted Equity Per Share (Selected Ratio) (4) $0.24

Note 1: Golden Dory expenses exploration costs. We have adjusted the book value of properties by capitalizing the Company's previous

exploration costs.

Note 2: Adjusted Book Value is adjusted for $1.45 million in CAPEX over the next 12 months.

Note 3: Shareholder's Equity is adjusted for additional equity (estimate) issued to finance capital expenditures over the next 12 months.

Note 4: Adjusted Equity Per Share is calculated based on the assumption of 59.5 million shares outstanding.  We assumed 3.6 million shares

at $0.20 per share would be issued to finance assumed CAPEX in Note 2 above and other expenses.  
Source: eResearch 
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2. PER ATTRIBUTABLE METAL RESOURCE METHOD 
 

This valuation methodology is based on the Company’s in-house estimate of the Edwards Gold Mine’s mineral 

resource based on the Drill-Inferred Inventory estimate (non NI 43-101 compliant) and management’s 

estimates of other potential mineral resources. 
 

Our matrix below sets out the following: 

(1) A range of values for the price of gold, in the ground, from US$98/oz (7.5% of the forecast gold price 

of US$1,300/oz, see our gold price forecast in Appendix 6 to US$260/oz (20% of the price); and 

(2) A size of deposit ranging from 150,000 oz (43% of the upper limit of the in-house resource estimate) 

to 350,000 (100%). 
 

In Strike Minerals’ case, we use higher values of the gold in the ground since the Company is close to initial 

production of gold at the Edwards Gold Mine and has significant underground development completed. The 

lower limit in the range of the deposit size corresponds to the Drill-Inferred Inventory, while the upper limit is 

at the high end of management’s estimate of the Edwards property’s total resource. To calculate the intrinsic 

value of the Property we used the following assumptions: an in-ground price of gold at US$163/oz (12.5% of 

the gold price) and a 250,000 oz deposit (71% of the resource estimate). Under these assumptions, the fair 

value for the Property comes to $40.6 million, or $0.68 per share.  

 

Table 2: Matrix of Values Per Attributable Resource Ounce 

 

 
Source: eResearch 
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TARGET PRICE 
 

We valued Strike Minerals based on the eResearch-derived Mineral Property Ratio and Per Attributable 

Resource methods. 

 

The average Property Ratio for the Company’s four early-stage mining peers is currently 3.95x, while the 

Company’s current Property Ratio, pro forma our estimate of the equity financing this year, is 1.84x. This 

translates into an intrinsic value for the Company of $0.24 per share.  
 

For the Per Attributable Resource method, we used the in-ground price of gold at US$163/oz (12.5% of the 

price of $1,300/oz) and a 250,000 oz deposit (71% of the Edwards Property’s non NI 43-101 resource 

estimate). This method brought an intrinsic value of $0.68 per share.  

 

The average of these two results gives an overall Intrinsic Value for Strike Minerals of $0.46 per share.  
 

We believe a premium should be ascribed to the calculation of the Intrinsic Value to reflect the many positive 

developments that will accrue to Strike Minerals for the ensuing year and which are not factored into the above 

calculations. 

 

We believe that, after the Company’s next 12 months’ activities, further upside to the Company’s shares may 

come from the factors listed below.  

 

 Completion of the dewatering of the Edwards Gold Mine;  

 Completion of a positive NI 43-101 compliant Resource Estimate; 

 Success with the drill bit over the next 12-18 months; 

 Completion of a successful equity raise;  

 Successful acquisition of the Hemlo West Properties; and  

 Possible acquistion of attractive gold properties that are near to the Edwards Gold Mine property; and  

 Continued strength of the gold price, and continuing positive gold industry fundamentals.  

 

From all of this, we have chosen a range for the premium to be added to the Intrinsic Value: 

At a 30% premium, the augmented value equates (rounded) to $0.60 per share. 

At a 40% premium, the augmented value equates (rounded) to $0.64 per share. 

At a 50% premium, the augmented value equates (rounded) to $0.69 per share. 

 

We are taking the 40% premium as the basis for our 12 months’ price objective, and have selected a Target 

Price for the shares of Strike Minerals of $0.65. 

 

COMMENT: To achieve our 65-cent price objective, the Company has to execute on its game plan. 
 

RATING AND RISKS 
 

We rate the stock as a Speculative Buy. We consider the Company’s risks as high: 
  

 The Company’s future cash flows, as well as the production decision, depend on continuation of high gold 

prices;  

 The stock’s systemic risk, which comes from the early-stage nature of the Company’s mining exploration 

and development business, is exacerbated by the fact that Strike Minerals currently does not have an NI 

43-101 compliant resource estimate; and 

 The Company’s future progress depends on the success of fund-raising, as the cash and marketable 

securities position at the end of the 2011 financial year should amount to around $1.14 million, while the 

2012 financial year development budget is $1.45 million.  
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FINANCIAL REVIEW & OUTLOOK 
 

Financial Year End: April 30 

 

Revenues 
 

Strike Minerals is an early-stage exploration and development company that currently generates no operating 

revenues. The Company expects to start initial production at the Edwards Gold Mine in 2012, and we expect 

that, until at least fiscal 2013 (ending April 30, 2013), Strike Minerals will report losses. The Company’s net 

loss should rise only slightly, by 2.5%, to about $212,000 in fiscal 2012.  

 

Cash Burn Rate 
 

Strike Minerals’ cash burn rate jumped 52% to $16,093 a month in the 12 months ending October 31, 2010, as 

compared to fiscal 2010. We expect that the Company’s cash burn rate will rise slightly in fiscal 2012 to 

around $17,000. The corresponding annual amount is around $204,000. 

 

Cash Position 
 

At October 31, 2010, Strike Minerals had $603,855 in cash and marketable securities. Based on our estimates 

of the Company’s operating and capital spending, and taking into account the flow-through share financing of 

$768,220 in December 2010, we estimate that, at the end of fiscal 2011 (ending April 30, 2011), the 

Company’s cash and marketable securities will be around $1,140,000. This amount should be enough for the 

Company to last for more than five years, without taking into account its capex program. 

 

Capital Expenditures 
 

Based on the Company’s February 2011 announcement about progress in dewatering the Edwards Gold Mine, 

we estimate the fiscal 2011 capex at $250,000. Given Strike’s plans to dewater and refurbish the mine, to 

complete an NI 43-101 compliant resource estimate, and to explore the Hemlo West Properties in fiscal 2012-

2013, we expect that capex in fiscal 2012 will reach $1.45 million.  

 

The table below presents the Company’s fiscal 2012 and 2013 capex budget:  

 

(C$) Fiscal 2012 Fiscal 2013 

Dewatering Edwards 750,000  

Surface Drilling Edwards 350,000  

Resource Estimate Scoping Study 125,000  

Underground Exploration 150,000  

Initial Mining  250,000 

Camp refurbishment 75,000  

Total Edwards 1,450,000  

   

Initial Exploration Hemlo West  50,000 

Bulk Sample Scoping  50,000 

Exploration  100,000 

Exploration Drilling  450,000 

Total Hemlo West  650,000 

   

Total 1,450,000 900,000 
 Source: Company 
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Financing 
 

We expect that to finance the 2012 capex program, and with an estimated annual burn of about $200,000, 

Strike Minerals will need around $700,000 in external financing in fiscal 2012. According to the Company’s 

plans, this financing will come from flow-through funding. This should bring the Company’s cash and 

marketable securities position at the end of fiscal 2012 to at least $400,000.  

 

Financial Statements 
 

Set out below are abridged financial statements of net income/loss; cash flow; and the balance sheet. 

 

SELECTED FINANCIAL INFORMATION 
 

(C$) Year End Year End 12 months Year End Year End

Statement of Income (Loss) Apr 30 2009 Apr 30 2010 Oct. 31 2010 Apr 30 2011E Apr 30 2012E

Revenues 0 0 0 0 0

Administrative & General (61,646)              (94,441)              (112,228)                (115,034)                 (118,485)                

Mineral Property Expenses (41,427)              (32,956)              (80,884)                  (82,906)                   (85,393)                  

Stock-based Compensation (40,437)              -                     -                         -                          -                         

Other Income 4,168                 4,198                  94,105                    95,987                    98,867                   

Interest Expense (1,783) (6,070) (6,070) (6,191)                     (6,377)                    

Non-cash items adjustments 371,531 (97,010) (97,010) (98,950)                   (100,929)                

Net Income/(Loss) 230,406           (226,279)          (202,087)              (207,094)               (212,318)              

Total Shares Outstanding 36,491,719 36,631,719 44,731,719 55,871,219 59,496,219

Weighted Average Shares Outstanding 31,962,541 32,084,514 44,731,719 46,959,619 57,683,719

Earnings (Loss) Per Share $0.01 ($0.01) ($0.00) ($0.00) ($0.00)

Cash Flow Statement

Net Income (Loss) 230,406             (226,279)            (202,387)                (207,094)                 (212,318)                

All Non-Cash Items (313,594)            97,010                (9,373)                    98,950                    100,929                 

Cash Flow from Operations (83,188)              (129,269)            (211,760)                (108,144)                 (111,388)                

Capital Expenditures (Properties) (329,725)            (196,067)            (6,462)                    (250,000)                 (1,450,000)             

Other Investing Items 316,231             200,176              200,176                  -                          -                         

Free Cash Flow (96,682)              (125,160)            (18,046)                  (358,144)                 (1,561,388)             

Working Capital Changes (36,796)              65,696                65,696                    66,353                    67,348                   

Cash Flow before Financing (133,478)            (59,464)              47,650                    (291,791)                 (1,494,040)             

Equity Financing 160,494             7,000                  361,815                  1,068,577               725,000                 

Debt Financing -                     -                     (70,000)                  (70,000)                   -                         

Change in Cash 27,016             (52,464)             339,465                706,786                (769,040)              

Cash, Beginning of the Period 102,932             129,948              17,717                    77,484                    784,270                 

Cash, End of the Period 129,948             77,484                357,182                  784,270                  15,230                   

Balance Sheet As At: Apr. 30 Apr. 30 Oct. 31 Apr. 30 Apr. 30

(C$) 2009 2010 2010 2011E 2012E

Cash and Marketable Securities 258,748             274,639              603,855                  1,144,270               375,230                 

Other Current Assets 35,480               9,705                  15,168                    15,320                    15,626                   

Mineral Properties 1,331,992          1,166,118           1,166,118               1,427,779               2,877,779              

Environmental bond deposit 115,000             115,000              115,000                  115,000                  115,000                 

Total Assets 1,741,220        1,565,462        1,900,141            2,702,369             3,383,635            

Short-term Debt -                     -                     -                         -                          -                         

Current Liabilities 153,553             197,074              145,946                  352,840                  509,458                 

Long-Term Debt -                     -                     122,100                  119,658                  131,624                 

Shareholders' Equity 1,587,667          1,368,388           1,632,095               2,229,871               2,742,553              

Total Liabilities & Equity 1,741,220        1,565,462        1,900,141            2,702,369             3,383,635            

Book Value (S.E.) Per Share $0.04 $0.04 $0.04 $0.04 $0.05  
Source: Company, eResearch estimates 
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MANAGEMENT AND DIRECTORS 
 

Mike Newbury, President and CEO  
Mike Newbury was appointed President and CEO of Strike Minerals in September 2010. He is a professional 

engineer, banker and project finance specialist with 40 years of experience in the operation, financing and 

evaluation of mining projects. He is also Board member of a number of junior mining companies. 
 

Denis Crane, P. Eng., Chairman and Director 

Apart from being Chairman and Director of Strike Minerals, Denis Crane is President at County Heritage 

Forest Products Ltd, Chairman of Central Wire Industries, President at Crane Dunn Holding Inc., and Director 

at Ontex Resources Ltd. 
 

Wendy Kimmel, BES, Secretary and Director 

Wendy Kimmel is a business person whose experience includes the position of Director, Shared Service and 

Support Group, with Kodak Canada Inc. In this capacity she was responsible for operational efficiencies and 

synergies at human resources, finance, purchasing, facilities, and logistics units of Kodak.  
 

Michael Harrington, Bachelor of Accounting, Director 

Since graduating as a Bachelor of Accounting from Iona University, New York, in 1959, Michael Harrington 

has had a career in the mining industry, retiring in 1994 as the Vice-President of Cyprus Mining Company 

where he was responsible for the acquisition and disposition of coal, gold, and other assets.  

 

Frank Smeenk, B.A., LL.B., Director 

Apart from holding a position of Director with Strike Minerals, Frank Smeenk is also President of Fletcher 

Nickel Inc. and Chief Executive Officer of KWG Resources. 

 

Bruce Edgar, H BSc, P. Geo 
Bruce Edgar is a business person and holds a Honorary Bachelor of Science degree specialized in Geology. 
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APPENDIX 1: ACTIVITIES AT THE EDWARDS GOLD MINE  
 

Strike Minerals’ development program is moving well. Development of the Edwards Gold Mine with an 

objective of recommencing production is one of the cornerstones of Strike Minerals’ strategy. Below is the 

Company’s timetable for 2010-2011.   
 

Task Target 

1. Review of Edwards project and development plan Q3/10, completed on time 

2. Flow-through financing to develop Edwards project Q4/10, completed on time 

3. Refurbish surface facilities and receive dewatering permit Q4/10-Q1/11, completed on time 

4. Completion of previous drill program along eastern extension 

of Cline zone 

 

Q1/11 

5. Infill drill program at Plowman zones Q1-Q2/11 

6. De-watering and refurbishment of underground Q2-Q3/11 

7. Seek additional synergistic precious metal properties Ongoing 

Source: Company 
 

Strike Minerals has successfully completed the first stages of its program. In particular, since completion of the 

Edwards property review in September 2010, the Company has commenced the surface remediation and 

evaluation work for the dewatering of the mine.  
 

In December 2010, Strike Minerals signed a contract with First Minerals Exploration Limited (FMEL) to 

undertake initial surface work and water sampling to prepare for dewatering the Edwards Gold Mine. FMEL is 

proceeding to estimate the equipment sizing and to source equipment for the initial dewater pumping. Strike is 

now proceeding to engage a contractor to conduct the dewatering and refurbishment of the underground 

workings. 
 

FMEL’s work in December 2010 - February 2011 comprised the following: 

1. Cleaned and inspected for leakage the surface polishing ponds, which are now ready to receive discharge 

water; 

2. Proposed a plan, which is currently under review, to initiate dewatering through the inclined shaft by 

lowering a submersible pump down a carriage on the rails. This is expected to enable dewatering to the 

first level and staged pumping from there using a permanent discharge pipe from the underground sump 

located on that level. This will result in minimizing: 

(a) surface disturbance to allow for progressive rehabilitation; 

(b) revisions to the closure plan; and 

(c) temporary pumping costs. 

3. Took and submitted for analysis water samples; 

4.  Amended and updated for filing the originally-filed closure plan; 

5. Organized a public information session to comply with closure obligations and initiate consultations with 

local aboriginal communities and other interested parties in the region.  
 

NI 43-101 resource estimate is among immediate targets. To complete a NI 43-101 compliant resource 

estimate, Strike Minerals is continuing delineation drilling of the six previously-identified gold zones. In 

December 2010, the Company contracted Superior Diamond Drilling for a 3,000 m diamond drill program. 

The drilling is planned to test the continuity of the Plowman veins as delineation drilling.  
 

In addition, Strike Minerals completed the logging and sampling of six drill holes that were completed in 
January 2010 and where high-grade gold was intersected, including 21.86 g/t Au over 0.91 m and 6.56 g/t Au 

over 1.52 m.  



Strike Minerals Inc.  Initiating Report 
_____________________________________________________________________________________ 
 

 

eResearch Corporation www.eresearch.ca 13 

 

 

The drill program on Claim 4217468 is located centrally to the Goudreau-Lochalsh Deformation Zone. The 

purpose of the program was to test the geology, structure and potential mineralizing environment, and test for 

gold zones similar to those found on the adjacent properties: the Cline Mining Corp. to the west and Pele Gold 

properties to the east (see the map below). 

 

Exploration on the Cline property has outlined the “88-60” zone, an east-west trending shear/alteration zone 

with gold mineralization located 2,500 feet (762m) west of the Strike Minerals’ claim. Pele Gold’s Markes 

North gold zone lies immediately east of the Strike Minerals claim boundary and appears to extend to the 

claim. Delineation of this new zone should follow. 

 

 
Source: Company 

 

New management should continue the development program and be able to resume production. Follow-

up exploration of historical gold intercepts and delineation of new zones should allow Strike Minerals to 

achieve its goal of building a significant resource base and completing an NI 43-101 Resource Estimate, which 

we expect will take 4-6 months. Strike Minerals is now seeking contractors for dewatering and refurbishing of 

the underground, which we expect will also take 4-6 months to complete. The Scoping Study for the Edwards 

Gold Mine is likely to be completed after dewatering, in late 2011.  

 

The Edwards Gold Mine should resume production in 2012 at a lower expected capex than would be required 

to put a new mine into operation. After dewatering, the mine’s decline ramp and underground development 

will provide ready access to the mineral zones. Strike Minerals has preserved the mine’s surface infrastructure 

(see the pictures on the next page) since suspension of mining, including the electrical sub-station, and permits 

for the mine site. On the site, mine infrastructure and facilities are gated with appropriate warning signs and 

controlled by on-site security personnel.  
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As part of its program to recommence operations, Strike Minerals received a mining permit in February 2011. 

The opportunity to receive cash flows from the Edwards Gold Mine is enhanced by the availability of 

Richmont Mine’s Island Gold Mine mill, which is located 10 km to the west of the Edwards property.  

 

Strike Minerals plans to process the ore from the Edwards Gold Mine at Richmont’s mill, where it was 

processed in 1996-2001 by the previous owner. The Company’s management expects that the mine in 2012 

will produce 200-500 tonnes of ore per day. 

 

 
Source: Company 

 

Consolidation of the adjacent gold camp is one of the Company’s priorities. Strike Minerals has already 

started strategic acquisitions in the area, which are synergistic with the Edwards property (see the table below 

listing gold projects adjacent to Edwards). The Company hopes that acquisitions will increase its mineral 

resource and further leverage the Edwards mine’s existing underground development. Strike Minerals’ 

ultimate goal is to consolidate the historic gold camp and become the key player in the Goudreau-Lochalsh 

Deformation Zone.  
 

Neighbouring gold mining properties include Cline Mining Corp.’s Cline mine, Richmont Mines’s Island Gold 

Mine, and Pele Mountain’s property.  

 

The Cline and Edwards properties are intertwined and, according to Strike Minerals, it is impossible to go 

underground from the Cline property, only from Edwards.  
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Table 3: Adjacent Properties  

 

Company Status Production 

Results 

Resources 

Cline Mining 

(Cline Lake 

Project) 

 

Past 

producer 

332,670 tons 

@ 0.215 oz/t 

75,000 oz 

removed 

n/a 

Richmont 

(Island Gold 

Mine) 

Current 

producer 

40,000/yr @ 8 

g/t 

Proven and Probable Reserves 

Measured and Indicated Resources 

Inferred Resources 

818,066 tonnes @ 6.13 g/t 

796,475 tonnes @ 7.36 g/t 

604,729 tonnes @ 7.14 g/t 

Pele 

Mountain 

Bulk sample 

production 

10,000 bulk 

sample 

produced 

1,702 oz. 

Recently 

proposed 

production of 

12,000 tonnes 

@ 6.6 g/t 

n/a 

Magino Past 

producer 

110,000 oz Measured and  

Indicated: 

Inferred: 

2.1 m tonnes @ 6.74 g/t 

5.8 m tonnes @ 6.29 g/t 

Kremzar / 

Canamax 

Past 

producer 

47,000 oz n/a  

Source: Strike Minerals, Cline Mining Corporation, Richmont 

 

 

APPENDIX 2: HISTORY OF THE EDWARDS GOLD MINE  
 

Production ceased in 2001 and left developed gold zones. Gold at Edwards was discovered in 1924 and, 

since then, the Property has been explored by numerous companies. More recently, Vencan Gold Corporation 

outlined nine auriferous zones branching from the main Shear in 1988-1996. In 1996, Gamah International 

completed for Vencan a two-phase 10,108 feet diamond drill program on the Plowman claim, and discovered 

four new zones grading higher than 0.10 oz/t over 3.0 feet. In 1996, Vencan secured a deal with River Gold 

Mines to develop the Edwards Property. In 1996-2001, the Porphyry, Carbonate, and to a lesser degree, the 

Shaynee Zones were developed and produced more than 144,000 oz at 0.39 oz/t (11.1 g/t).  
 

Vencan ceased mining activities at Edwards in 2001 when the economic limits of ramp mining were reached as 

the gold price dropped below $300/oz. Development of the underground had been completed to a depth of 

~290 m. The table below shows the results of sampling at the Porphyry and Carbonate Zones taken just before 

the suspension of mining. These zones were completely developed for production. However, mining ceased 

before they were mined and, therefore, they are a prime target for immediate mining on completion of the 

refurbishment of the underground. 
 

 Porphyry Zone  Carbonate Zone  

OZ/T  0.293  0.506  

Width (ft)  4.9  5.0  

Length (ft)  196.0  262.4  
Source: Company 
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The Edwards Gold Mine is composed of several neighboring deposits (see the map below): Mining Lease 

106467 (formerly claims SSM 490470 and SSM 490471), which is a 21 year lease granted on June 1, 1991, 

and the patented Plowman claim, SSM 2183. The Property’s area is 72.1 hectares, including Mining Lease 

106467 of 39.4 ha and SSM 2183 of 32.7 ha.  

 

 
Source: Company 
 

Goudreau-Lochalsh Deformation Zone 

 
Source: Company 
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APPENDIX 3: EDWARDS’ DRILL-INFERRED INVENTORY  

 

Strike Minerals’ in-house Drill-Inferred Inventory is 150,000 oz of gold. Strike Minerals believes that the 

Edwards Gold Mine hosts a number of gold mineral zones similar to the Porphyry-Carbonate Zones based on 

the results of past and current drill programs. Since 2002, Strike Minerals has completed 31,000+ ft of drilling 

to test the New North I and II Zones, and the Plowman 1, 2, and 3 Zones.  
 

As a result of the drilling, the Company has identified an in-house Drill-Inferred Inventory (non NI 43-101 

compliant) for the New North I and II, and the Plowman 1, 2 and 3 zones estimated at 242,098 tons of ore 

grading 0.343 oz/t containing 83,052 oz of gold. Based on the geology and structure, an expansion of the Drill-

Inferred Inventory for all but the New North II zone indicates the potential for an additional 349,333 tons, 

grading 0.199 oz/t, containing 69,651 oz Au. The total of the in-house Drill-Inferred Inventory, plus possible 

expansion is 591,431 tons grading 0.258 oz/t (7.31 g/t) containing 152,703 ounces.  

 

Tables with the Drill-Inferred Inventory and some of the drill intercept results are shown below.  

 

COMMENT: No cutting factors were used in the Drill-Inferred Inventory exercise. For instance, high assays 
were not cut to a maximum, such as 5.0 oz. A NI 43-101 Resource Estimate might be lower, depending upon 

the factor used. 

 

Drill Inferred Inventory  
 

Zones Tonnes Oz Grade (oz/t) 

New North I 58,121 18,698 0.322 

New North II 38,462 41,827 1.087 

Plowman 1 46,719 9,725 0.208 

Plowman 2 67,976 7,265 0.107 

Plowman 3 30,820 5,542 0.179 

Total: 242,098 83,057 0.343 

Additional Inventory: 349,333 69,651 0.199 

Grand Total 591,432 152,703 0.258 

Source: Company 

 

Select Drill Intercepts 
 

Zones Grade (oz/t) Length (ft) 

Plowman 3 0.90 

0.98 

2.3 

1.0 

Plowman 1 0.84 

0.81 

11.0 

1.0 

New North I 1.12 

2.17 

0.46 

2.0 

1.0 

4.0 

New North II 2.68 

3.32 

0.48 

5.90 

7.0 

7.0 

4.0 

1.0 
Source: Company 

 



Strike Minerals Inc.  Initiating Report 
_____________________________________________________________________________________ 
 

 

eResearch Corporation www.eresearch.ca 18 

 

Edwards Property’s total resource is likely bigger than the Drill-Inferred Inventory. This Drill-Inferred 

Inventory does not include the mineralization delineated in the Carbonate and Porphyry zones that remains 

from the previous underground development. The Company also estimates that the six new zones have a 

higher potential that should be uncovered with the 6,000 feet drilling program in 2011. Moreover, Edwards 

hosts other gold-bearing zones, which have not been explored in detail, such as  

Zone 88-11 and New Discovery Zone. Management’s estimate of the Edwards Property’s total resource is in 

the range of 250,000-350,000 oz.  
 

Edwards Property hosts a high-grade gold deposit. The grade in the total in-house Drill-Inferred Inventory 

estimate (0.258 oz/t or 7.31 g/t) is higher than on average in the GLDZ (see the Adjacent Properties table on 

pages 15), while the historic production grade for the Edwards Gold Mine was even higher (0.39 oz/t or 11.1 

g/t).  

 

COMMENT: Potentially high grades may enhance the profitability of the future mining operation and benefit 

the overall economics of the Edwards project.  

 

 

 

 

 

APPENDIX 4: HEMLO WEST PROPERTIES 

 
Acquisition of Hemlo West Properties is underway. In addition to adjacent properties, Strike Minerals is 

attempting to acquire properties, the Hemlo West Properties (“Properties”), located about 270 km to the west 

of the Goudreau-Lochalsh Deformation Zone, in the Hemlo-Schreiber gold district at Hays Lake near 

Schreiber, Ontario (see Loge Gold Districts map on the next page).  

 

In December, 2010, Everton Resources Inc. and Canadian Star Minerals Ltd executed a Memorandum of 

Understanding to sell or transfer ownership, or ownership options to give Strike Minerals a 100% undivided 

interest in the Hemlo West Properties.  
 

Hemlo West Properties include staked claims and patented mining claims covering up to 35 km
2
. Hemlo West 

is host to four past-producing gold mines: North Shore; Morely Mine; Harkness Hayes; and Golden Range.  

 

Gold was first discovered in the area in the late 19th century, and production was undertaken in the 1920s and 

1930s. In the area, eight near-surface high-grade gold-bearing veins have been identified by Noranda and 

Cypress Amax in the 1990s. Ontario Geological Survey grab samples at the Properties have assayed gold 

values of 25.82 oz/t, 15.80 oz/t and 9.42 oz/t.  
 

Adjacent to the Properties is Afric Zone, which is a significant historical gold resource established by Cypress 

Amax. The North-Shore – Gold Range Trend is traced over eight kilometers on the Properties.  

 

At Hemlo West, Strike Minerals plans to carry out an exploration program that will review known 

mineralization zones and to assess the feasibility of taking a bulk sample from the vein. 
 

Subject to regulatory and corporate approvals, and closing, Strike Minerals will acquire a 100% interest in the 

Everton Resources properties for:  
 

1. $20,000 payable on signing the MOU that is refundable;  

2. $30,000 cash payable to Everton on completion of documentation;  

3. $50,000 cash on the second anniversary of the transaction;  

4. a 0.5% NSR on the combined properties that can be purchased for $500,000 at any time;  

5. 5,700,000 common shares.  
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Strike will acquire 100% interest in the Canadian Star Minerals properties for:  

1. $10,000 cash payment to Canadian Star on signing the MOU;  

2. $40,000 payable to Canadian Star on completion of documentation;  

3. $50,000 payable on the second anniversary of the transaction;  

4. a 0.5% NSR on the combined properties that can be purchased for $500,000 at any time;  

5. 4,300,000 common shares.  
 

 

 
Source: West Hemlo Gold Ltd.  

 

 

Hemlo –Schreiber  

($25 billion current/past 

production) 



Strike Minerals Inc.  Initiating Report 
_____________________________________________________________________________________ 
 

 

eResearch Corporation www.eresearch.ca 20 

 

APPENDIX 5: OTHER PROPERTIES 

 

Strike Minerals also holds the Ronda Properties and the MacMurchy Options in the Shining Tree area of 

Ontario. Both projects are currently idle. 

 

The Ronda Properties are 100% owned by Strike Minerals, and consist of 17 claim units (the map below) 

located near the Churchill and MacMurchy Townships. 
  

 

  
Source: Company 
 

Exploration in the early 20th century discovered the Ribble vein at the Ronda Properties tracing over a general 

North-South strike length of 440 meters on surface. The grey/white quartz veining contains minor pyrite, trace 

chalcopyrite and values in gold and silver. Two shafts were sunk into the vein system, the first to 300 feet and 

the second to 675 feet. There was production in 1939-1940 on four of five levels: 24,592 tons of milled ore 

returned 2,727 oz of gold and 4,830 oz of silver for a recovered grade of 0.111 oz/t gold. 
 

The Ronda Properties were undisturbed until the mid 1990s. A diamond drill program in 1996 tested the vein 

structure and mineralization. Numerous significant assays for gold were received during the 1996 program, but 

no follow-up work has been completed.  
 

The MacMurchy Options are located near the MacMurchy and Fawcett Townships. In October 2000, Strike 

Minerals optioned a 100% interest, subject to receiving a 2% Net Smelter Royalty (NSR), in 57 claims to 

International KRL Resources Corp. for KRL stock.  

 

Both the Ronda and the MacMurchy projects are currently idle, and the Company does not have any short-term 

development plans for either of the two projects. 
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APPENDIX 6: GOLD MARKET OUTLOOK 
 

Global gold mine output does not catch up with growing gold price. According to usgs.gov, global gold 

mine production has been largely flat during 1999-2010 (see the graphic below), while the gold price over the 

same period jumped by 248% (www.measuringworth.com). Although gold prices had been rising strongly for 

eight years before 2010, 2010 global gold mine output was still short of its historic peak of 2,600 tonnes 

reached in 2001. We believe that this shows limitations of the global gold mine supply. During the period of 

growing gold prices, global gold miners have been shifting production to gradually lower grade ore as new 

high grade deposits have been scarce. According to moneymorning.com, in the past five years, the average 

recovered grade has declined by 30% from 1.8 g/t to 1.3 g/t, while the grade of new deposits now averages 

about 0.60 g/t, which means that twice as much ore has to be found just to replace gold being produced at 

current grades. Thus, there should be barely enough gold output to replace consumed reserves and to allow for 

higher consumption going forward.  
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Source: USGS, World Gold Council, measuringworth.com 

 

Recycled gold is becoming more popular. According to the World Gold Council, in 2005-2009, recycled gold 

contributed 32% to annual supply flows on average. In 2010, the share of recycled gold in the total gold supply 

rose to 41% (see the supply-demand table below) as popularity of gold recycling increased with the growing 

gold price. 
 

Demand for gold is high in all segments. Demand for gold increased in 2010 in all gold market segments 

(see the table below). According to the World Gold Council, purchases of gold for fabrication rose by 16% and 

purchases of bars and coins jumped by 34%. Although ETF tonnage dropped by 45%, mainly due to the high 

comparative base reached in 2009, in 2010 central banks became net buyers of gold after being significant net 

sellers for the past two decades. Central banks of such emerging market countries as Russia, Thailand and 

Venezuela, added to their gold reserves, to secure their positions and diversify their holdings in the volatile 

market environment. European central banks, which had previously been gold sellers, in 2010 stopped sales in 

the wake of the European sovereign debt crises.  

http://www.measuringworth.com/
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Strong demand and limited supply should support the gold price in the near future. We expect that, in the 

next 2-3 years, the same factors will hold that have recently restrained the supply of gold and supported the 

demand for gold. The global crisis is not over yet, which should keep retail investors interested in securing 

their investment positions with gold. Central banks are likely to remain risk averse and to continue buying gold 

or at least refraining from selling it. For instance, according to UBS (marketwatch.com), China imported 200 

metric tonnes of gold in the first two months of 2011. 
 

If and when global stimulus programs give way to increased inflation, it should also support demand for gold, 

which will be seen as a means of preserving wealth on both national and lower levels. On the supply side, we 

expect just a moderate growth of the global gold mine output going forward. Thus, gold prices should remain 

strong in the next 2-3 years, in the region of US$1,400/oz. To remain conservative, we assume some softening 

of the price afterwards. The resultant 10-yr average gold price in our forecast is US$1,300/oz. 
 

Global gold supply and demand, tonnes 
2009 2010E

Supply

Mine supply 2332.1 2542.7

Official sector sales 29.8 -87.1

Recycled gold 1672.2 1652.7

Total supply 4034.0 4108.2

Demand

Fabrication

Jewellery 1760.3 2059.6

Technology 373.2 419.6

Sub-total fabrication 2133.5 2479.2

Bar and coin demand 742.8 995.0

ETFs and similar 617.1 338.0

Total demand 3493.4 3812.2

OTC investment and stock flows 540.6 296.0  
Source: World Gold Council 

 

 

APPENDIX 7: CORPORATE INFORMATION 
 

Strike Minerals Inc. 

1275 Hubrey Rd.  

London, Ontario  

N6N 1E2 

 

Tel:  519-686-7573 

Fax: 519-686-8044 

Website:  www.strikeminerals.com  

 

Michael Newbury, President & CEO 

Email: info@strikeminerals.com  
 

 

http://www.strikeminerals.com/
mailto:info@strikeminerals.com
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 eResearch Recommendation System 
 

Strong Buy:  Expected total return within the next 12 months is at least 40%. 

Buy:  Expected total return within the next 12 months is between 10% and 40%. 

Speculative Buy:  Expected total return within the next 12 months is substantial, but Risk is High (see below). 

Hold: Expected total return within the next 12 months is between 0% and 10%. 

Sell:  Expected total return within the next 12 months is negative. 

________________________________________________________________________________________________________ 

eResearch Risk Rating System 
 

A company may have some, but not necessarily all, of the following characteristics of a specific risk rating to qualify for that 

rating: 
 

High Risk:  Financial - Little or no revenue and earnings, limited financial history, weak balance sheet, negative free cash 

flows, poor working capital solvency, no dividends.  

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high 

cost structure, industry consolidating, business model/technology unproven or out-of-date. 
 

Medium Risk:  Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive 

free cash flow, adequate working capital solvency, may or may not pay a dividend. 

 Operational - Competitive market position and cost structure, industry stable, business model/technology is 

well established and consistent with current state of industry. 
 

Low Risk:  Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong 

positive free cash flows, above average working capital solvency, company may pay (and stock may yield) 

substantial dividends or company may actively buy back stock. 

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, 

company may have a leading market/technology position. 
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