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Mr. Chairman: Committee, please come to order.

The Standing Committee on Economic Development
is meeting today and Thursday, if necessary, to consider
the Annual Reports from Manitoba Mineral Resources
Ltd. for the fiscal year ending December 31, 1987 and
December 31, 1988.

* (1005)

Previously the committee had met on Thursday,
March 16, 1989, to consider the ‘87 Annual Report.
As | have already indicated, the committee will be
considering both items today.

I would invite the Honourable Minister responsible
to introduce his staff in attendance and make a few
brief remarks to refresh our memories about Manitoba
Mineral Resources and the annual report, after which
I guess | will ask the—

Mr. Harold Taylor (Wolseley): Procedurally, we would
iike to substitute for the Member for St. Norbert, Mr.
Angus, instead Mr. Evans, the Member for Fort Garry.

Mr. Chairman: Order, please. In order to make these
changes we have tc have leave. Is there leave for Mr.
Taylor t¢ make these changes?

An Honourabie Member: No, they shouid have been
done yesterday.
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An Honourable Member: Point of order, Mr. Chairman.

Mr. Edward Helwer (Gimli): These changes should
have been made in the House yesterday. They know
the rules. The only changes that can be made, they
have to be made in the House. There cannot be any
changes made this morning.

Mr. Chairman: Mr. Taylor, are you speaking to the
same point of order?

Mr. Taylor: Yes, | certainly am. It can be done, as the
Member for Gimli said, in the House on the day or
days preceding. However, when something happens and
a Member is not available, it has been the normal
procedure of the committees, with leave, to make
substitutions at a later date. It has been done numerous
times. In fact | would suggest the substitutions have
been done more numerously at the committee than in
the House. | would ask for the co-operation of the
committee in that it is impossible for Mr. Angus to be
here this morning because of something that happened
this morning. | am really a little taken aback with the
Member for Gimli’s comment.

* (1010)

Mr. Chairman: Mr. Helwer, were you going to make
a comment?

Mr. Helwer: Yes, Mr. Chairman, the Member is correct
that sometimes changes can be made here. When the
House is not sitting certainly changes can be made,
but when the House is sitting the changes have to be
made in the House. That is the rules.

An Honourable Member: That is not correct.

Mr. Jay Cowan (Churchill): On the point of order, Mr.
Chairperson, the rules are that the changes should be
made in the House. However, this committee in the
past has allowed for changes to be made on the floor
of the committee, by leave, because we all recognize
that there are certain circumstances from time to time
which make necessary changes in plans.

Of course when leave is being discussed, any one
Member can deny such leave, and if what we are hearing
from the Conservatives is that they wish to deny that
leave and they wish to preclude a substitution at this
point in time by invoking their right to deny leave, then
so be it. There is very little we can do about it except
to have very long memories.

Mr. Chairman: Any more comments on this point of
motion? Mr. Taylor.
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had the opportunity to meet directly with the Minister
and the Premier, and have walked away from that
meeting feeling not yet satisfied that they are hearing
the straight goods.

If the Minister continues to refuse to provide
information, no matter what excuse he uses, he can
say it is commercial, confidentiality, he can say that it
will impact upon a commercial decision. The fact is
that by refusing to release that information he is making
circumstances much more difficult for the residents of
Lynn Lake than they need be.

So | would ask him again on behalf of the citizens
of Lynn Lake, is he prepared to release that report
which MMR, Manitoba Mineral Resources, did, using
public money, to determine whether or not they were
going to proceed with the Farley Lake deposit and the
operation of the Farley Lake deposit, but since that
time has been turned over to LynnGold to be used in
their deliberations? Can he not turn it over to the people
so that they can use it in their deliberations about their
own future as well?

Mr. Neufeld: Mr. Chairman, well, Mr. Cowan leaves a
lot of information on the table, some of it bordering
on not quite accurate. | think the Government has been
very open with the people of Lynn Lake. We have been
down there discussing it with them. We have met with
the citizens’ committee which he quotes. We have kept
the union right up to date on all our negotiations. We
have kept the town up to date on all our negotiations.

He speaks of public money being used, yes, 55
percent of the Farley Lake depositis owned by Manitoba
Mineral Resources. Manitoba Mineral Resources you
might say is public money, although it used money that
it had earned in the past; 44 percent, or 45 percent
of that deposit is, however, owned by LynnGold, a
corporation publicly owned.

We have an agreement under which we operate and
we cannot live outside that agreement or else we must
face the consequences. Mr. Cowan indicated that there
would be others, and the more people you have involved
in the decision making the better decision you can come
up with. However, you must remember, Mr. Chairman,
that it is those who have to pay the money who are
the ones who will in the end make the decision and
they are the only ones that should be a party to that
decision making, and will be a party to that decision
making, and the people that would pay the money would
be MinGold and LynnGold. They have been given that
report and we will not release it without the prior consent
of Mingold. We will not release it without the prior
consent of Mingold. No matter how much the Member
asks, we will not release it.

Mr. Cowan: Well, perhaps we can find something else
that the Minister might be able to release then. He say
that they are operating under an agreement which
precludes the release of that information. | assume that
agreement is with Mingold. Is he prepared to release
the agreement between Mingold and the Manitoba
Mineral Resources which precludes them, which has
in it a prohibition on the release of information which
has been garnered at the expense of Manitoba
taxpayers?
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An Honourable Member: | bet you it is confidential.

Mr. Neufeld: Mr. Storie says | bet you it is confidentia:,
and he is very right. The agreement itself is confidentiz:!
and cannot be released without the consent of both
parties.

* (1100)

Mr. Cowan: Would the Minister commit now to
indicating that the provincial Government is prepared
to release that information, given it is part of the
agreement, that it has objections to the release of that
information?

Mr. Neufeld: | believe | said it is releaseable only with
the consent of both parties, and the provincial
Government is only one part of that party.

Mr. Cowan: Let me rephrase the question. Is the
Minister prepared to state publicly that they are
prepared to release the information if Mingold is
prepared to recommend the release of that information
as well?

Mr. Neufeld: You are asking me to state publicly
whether or not we would be prepared to release the
agreement we have with Mingold, provided Mingold
was prepared to release that agreement? | think | would
say, yes, | would be prepared to release that if Mingold
were prepared to release it.

Mr. Cowan: Mr. Chairperson, | will be moving later in
this meeting a motion requesting Mingold to release
that information. | want to work with my colleagues to
make certain that the motion is appropriate, but | just
want to give notice now that we will be assisting the
Minister to put pressure on Mingold, and assisting the
Minister to put pressure on LynnGold, to release all
the pertinent information. The reason we are doing that
is that | tend to disagree with the Minister on some
very basic principles about how he should operate in
this situation, and | disagree because | think he has a
wrong perception of what is actually transpiring.

He says there is an agreement under which they
operate. Indeed there is an agreement. Then he goes
on to say that those who have to pay the money are
the only ones that should be a party to the decision
making. In other words, he clarified that to say that
Mingold is a party to the agreement and they will have
to pay the money, and LynnGold is a party to the
agreement and they will have to pay the money, and
of course the inference there, the only inference one
can draw from that, is those are the only two that should
be involved in the decision making.

Well, | would suggest to the Minister that there is
probably going to be another party that is paying the
money directly with respect to this particular situation,
and that is the Manitoba Government, the public of
Manitoba. If the Government does in fact serve on
behalf of the public, if the Government is sent here tc
serve those who elect them, then those who elect them
should also be a party to the decision making, and if
they are going to be a party to the decision making
they should have full access to information.
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results so far support the conclusion that no business
plan by LynnGold is commercially viable, that the mine
will not work as a stand-alone mine on a commercial
viability basis, and that it will work only with rather
massive subsidies. | would ask Dr. Wright what the
range of subsidies he believes is required in order to
make that commercial operation work commercially,
and secondly, | will ask him what conditions would have
to change in order for the mine to be made operational
by MMR and LynnGold?

Mr. Neufeld: Mr. Chairman, Mr. Cowan has left a lot
of information on the table some of which | should
speak to. The decision when it comes, or if it comes,
to not support the company would not be an easy one.
Let me tell you that, first of all. If it were a commercial
decision alone, it would be quite easily made. But, we
too, feel for the people of Lynn Lake. | would not want
the closing of Lynn Lake on my shoulders alone; that
would be more than | could take. | do believe that we
have as much concern, we have as much caring, we
have as much thoughtfulness for the people of Lynn
Lake as anybody does. We have met them and we
share the concerns you have put on the table. Let me
tell you also that it is a decision that may cost the
taxpayers of Manitoba a great deal of money, and we
have to consider them as well.

You indicated that there would be other people
involved. There will be other people involved, but the
decision will be made by those who have money
involved. If it is a money decision, it will be made by
those companies who have the money involved. It will
not be the people of Lynn Lake who make the decision.
It will not be us sitting around this table. It will be
LynnGold that makes the decision whether or not to
close, first of all, and it will be the Manitoba Government
making a decision whether or not they can support the
operation of LynnGold to the extent necessary for it
to keep operating. Those are the decisions that have
to be made. When | talk about the Manitoba
Government or Manitoba Mineral Resources
involvement, they will be involved to the same extent
as LynnGold is involved. If we are talking about the
closing of Lynn Lake, we are not talking about Manitoba
Mineral Resources. We are talking about a Manitoba
Government decision.

We are here today to discuss the Manitoba Mineral
Resources Report for 1987 and 1988, which is not the
same as discussing the future of Lynn Lake. You can
discuss the future of Lynn Lake with the Manitoba
Government, but | do not think it is a decision of
Manitoba Mineral Resources to discuss—it is not their
decision—on the future of Lynn Lake. So let us keep
the discussions to Manitoba Mineral Resources Report
and only the Manitoba Mineral Resources Report. The
question was asked of Dr. Wright and | will let him
answer the second question.

* (1110)
Mr. Wright: | am not too clear what the question is
that | am supposed to answer, perhaps you would clarify

that for me.

Mr. Cowan: The first question is: what conditions will
have to change in order for this operation to be
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commercially viable, that is the Farley Lake deposit?
| would ask Dr. Wright to answer it using two different
frameworks. The first framework as a stand-alone
operation; the second framework within the context of
an agreement with LynnGold and MinGold.

The other question is: he had indicated in his earlier
comments that the independent study had shown that
this mine would only work with rather massive
Government subsidies. What is the range of those
Government subsidies?

Mr. Wright: | think it is easier to address your second
question first. | did not say Government subsidies, |
said massive subsidies, without naming the source of
those subsidies.

That operation right now is approximately $25 million
indebt, and any projections | have seen do not indicate
that the interest and principal on that debt can be
repaid out of any operation at current gold prices.

They require about $4 million to $5 million of capital
investment which is not available to LynnGold at the
moment. There is also a purchase price to be
determined for Farley Lake to integrate the operation.

| think that, somewhere along the line, if you add all
these numbers together, and | am not saying this is
Government subsidy, | am saying someone has to put
up somewhere and somehow between $40 million to
$45 million to keep an operation alive for an order of
magnitude of three to four years.

The other side of the coin is gold price. Goid prices
have been in the decline for seven years. No one knows
what the future gold prices are going to be, but at
today’s prices you are looking at someone, somehow,
putting $40 million to $45 million into this operation
for a possible three- to four-year life.

Mr. Cowan: The other part of this question is: what
conditions have to change?

Mr. Wright: The gold price has to go up; it is financial.
It is not technical in the sense that we have reasonable
handle on the ore reserves, although there is some
question about some of them which are incorporated
in the plan. It all boils down on the bottom line to
dollars and cents. The costs versus the revenues, plus
the existing debt.

Mr. Cowan: The Minister has indicated that a decision,
when it comes and then he quickly added if it comes,
to continue the operation and close down the operation
will not be an easy one. He said that they too feel for
the people of Lynn Lake. | have no doubt that he, as
a human being, feels for the people of Lynn Lake. |
am not reflecting upon him as an individual, although
| think he has made some rather harmful statements
in the past that did impact upon the people of Lynn
Lake. | do not think he did so intentionally to hurt them
~(interjection)- name them, he says name them.

| think when he suggested that this problem was not
a serious problem, in that experienced miners could
always find work- elsewhere, he did very much harm
to the residents of Lynn Lake. He cast doubt over their
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future. He set this whole debate off on a negative tone
and a wrong tone because, in fact, only a few of the
experienced miners will be able to find that work. If
they do find that work it will mean a disruption of their
lives at .k« very least. As well, there are others in the
community. Thereare school teachers, business owners,
workers at the hospital, LGD workers, workers in the
small businesses in the community that will also be

affected. They will not #nd it easy to find work elsewhere.

There will be people that have grown up their entire
lives and are niw young adults and middle-aged adults
in the North in that community whe will be forced to
leave, and they will not find it easy to leave. So | think
thzt one was an unintentional but a very illustrative
comment from the Minister which betrayed a lack of
understanding of the circumstances confronting
individuals up there. | think it did harm. | know it did
harm because people told me they were very upset
and very hurt by that sort of an approach.

Not withstanding that, the question | have of the
Minister, he has said that this is a decision whether to
continue or not continue the operation that may cost
the taxpayers of Manitoba a fair amount of money. |
would ask him, what range of money does he believe
it may cost the taxpayers of Manitoba to continue the
operation? | will also ask him if the Government has
done any studies with respect to what it will cost the
provincial Government and the federal Government if
this mine does not continue operation.

What will it cost for relocation? What will it cost for
increased unemployment? What will it cost for
retraining? What will it cost for increased welfare,
because there will be increased welfare required? What
will it cost to redirect those individuals who are using
Lynn Lake as a centre now from the outlying
communities to other communities for services? What
will it cost to maintain the roads up there when you
do not have a community that is using those roads to
theextent that is required? What will it cost to maintain
the hospital there? At what level will the hospital be
maintained? What will it cost to maintain the school
there? What level will the school be maintained? What
will it cost to maintain the infrastructure, the water and
the sewer and the streets in the community, and what
level will they be maintained? What will it cost for the
socioeconomic cost, because we all know that when
you have closures of this sort it is well documented
that you have increases in all sorts of socioeconomic
problems. You have increases in abuse. You have
increases in alcoholism. You have increases in cirrhosis
of the liver. You have increases in admissions to mental
hospitals. Those are all weli-documented results of
closures of this sort. Has the Government compiled for
their own information a list of those costs?

Mr. Neufeld: Dealing first of ali with the comment that
| made about experienced miners could find work
elsewhere, it is true. | was asked a specific question
about experienced miners. | said experienced miners
will have no difficulty finding jobs, and that is true. |
have always said that we care about the people of Lynn
Lake. We care about the community and this is why
we are working at it. This is why we have not said no
to any subsidy that may be necessary.
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We are waiting to see what the cost of that is and
that is why we are awaiting the Strathcona Report. The
Strathcona Report we asked for some time ago and
the company agreed, after the closure date was
announced to engage Strathcona. It is because we did
not agree with their proposals that we wanted an
independent review, and it is because of that need for
an independent review that we engaged Strathcona,
and we paid for half of the cost of that.

With respect to the range, ! think Dr. Wright has
indicated that the subsidy requirement would be in the
$40 million range. He indicated that would not be
necessarily Government but somebody will have to
inject that kind of money. That is for a three- to four-
year period, after which we go back to the same position
we are in today. Do we want to do that or do we want
to ensure that we have an ongoing operation? | do
believe we have said repeatedly that we will not support
a proposal that will not ensure the ongoing operations
for the mining community of that area.

As far as relocation, retraining, roads, infrastructure
is concerned, yes, we do have a committee that is
working on that, but again we are getting off the subject
of the Manitoba Mineral Resources.

We are here to deal with the report of the Manitoba
Mineral Resources and not the kind of aid that would
be necessary for the people of Lynn Lake if there were
no longer a mine there. That is a governmental problem
and not a problem of the Manitoba Mineral Resources
or the report which we are discussing here today.

* (1120)

Mr. Cowan: The Minister indicated that there is a
committee working on that. Can he describe to me
what committee that is? How often has it met? What
decisions has it taken? What research has it mandated
to ensure that it can make informed decisions?

Mr. Neufeld: The committee is composed of somebody
from the Department of Labour, somebody from our
department, the Department of Energy and Mines,
somebody from Employment and Immigration,
somebody from the community, someone from the mine,
and somebody from the union. They have met on
numerous occasions but | am not privy to their
discussions, but they have been meeting on the very
issues that you have asked about in your latest question.

Mr. Cowan: Is there a ministerial committee or Deputy
Minister committee that has been struck or any other
provincial Government working committee that has
been struck to deal with this issue?

Mr. Neufeld: We have a ministerial committee that has
met. We have an officials committee that has met, but
we have to determine first of all what we are trying to
accomplish. We have to determine first of all if the
Government is going to support or is the company
going to come up with a proposal that we are prepared
to support. If that happens the actions of our
Government are totally different from that which might
happen if the Government decides not to accept a
proposal that may be made by the company.
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Mr. Cowan: Has that committee met? If so, how often
has it met—those two committees, please?

Mr. Neufeld: The ministerial committee, Mr Chairman,
has met once. | am not sure how many times the officials
committee has met, but | must remind Mr. Cowan again
that the action that these committees must take are
totally different if we are to support the proposal of
the company, or if we are not to support the proposal
of the company.

If we are going to support the proposal of the company,
if we can get agreement from the company to support
our proposal if you like, then the committee will have
to act totally different. It would be a matter of dealing
with it in terms of support to the company and not in
terms of support to the community.

Again, we have to deal with the report of the Manitoba
Mineral Resources and not with what the Government
might do in the event of closure of the mine at Lynn
Lake. All the questions so far have dealt with the closure
of Lynn Lake and what the Government might do. |
ask again, Mr. Chairman, to deal with the report of
Manitoba Mineral Resources for 1987 and 1988.

We will leave the questions on the closure of Lynn
Lake to another department. The Energy and Mines
Department is not what is going to—there is no
provision in Energy and Mines’ budgets, nor in their
mandate, to supply socially. That is another department
and that will come from Government, but it will not
come from the Manitoba Mineral Resources.

Mr. Cowan: | feel a bit pressed for time. Every time
the Minister speaks he provokes new questions, but
| am going to ask two more and then this issue will
be pursued again, if not at today’s meeting it will be
pursued at Thursday’s meeting. We are going to pursue
it because it does come within the purview of Manitoba
Mineral Resources.

The two questions | have specifically are: the closure
is now weeks away, it started out being months away.
The Minister has begged for time all along saying, weli,
we cannot make the decision, we need more
information. People | think have been pretty willing to
~ accept that, but we are now at a point in time where

people have to make decisions about their own futures
in a very short number of weeks.

When is the Minister going to indicate whether or
not the Government is going to provide the type of
assistance that is required to ensure the continued
operation of the LynnGold mining and milling operations
in the Lynn Lake area?

Mr. Neufeld: Mr. Chairman, we are five weeks away
from the November 6 closure deadline. | have never
begged for time. | have said from the start that we will
not make a decision on the LynnGold proposals until
such a time as we have the report from Strathcona
Mineral Resources. We have engaged a consultant to
give us a report, and we would be foolhardy to make
a decision before having received that report and
studied it.

Mr. Cowan: A preliminary report has been provided.
Can the Minister indicate when the final report is due?
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Can he please give us his response to the preliminary
report, and can he provide us with a copy of the
preliminary report by Strathcona?

Mr. Neufeld: The preliminary report has been received.
We expect to have the final report by the end of this
week. Our response to the preliminary report is that
it changes very little from the results of our own
assessment, if it changes at all. Insofar as releasing
the report is concerned, | think that inasmuch as
negotiations are underway and that LynnGold’s whole
future lies on the strength of the outcome of that report,
it would be premature for us to release it at this time.

Mr. Cowan: Does he feel that the release of that report
to parties outside of LynnGold, or Mingold, or the
Government, would jeopardize the possible agreement?
Is that what he is saying?

Mr. Neufeld: | believe, Mr. Chairman, that it might
jeopardize the position of the Lynn Lake community.

Mr. Taylor: Mr. Chairperson, the report of this
corporation indicates an ownership of 52.5 percent in
the Farley Lake gold operation, or exploration i should
say. Being that this is a Crown corporation, the Minister
can make direction as to what happens to that asset.
The question that | have for the Minister is: has he
agreed, in principle, to the sale of those interests to
LynnGold?

Mr. Neufeld: | have always said that if all that lies in
the way of a successful operation at Lynn Lake—we
would do our utmost to get the control of the deposit
and turn it over, but we must be first assured that the
mining operation will be ongoing for the foreseeable
future and rot just a two or three year postponement
of what we are facing today.

Mr. Taylor: The Minister is answering the question, Mr.
Chairperson, but | would suggest in what is a circuitous
fashion. Is the Government ir the position to sell its
52.5 percent of its Farley Lake operation to LynnGoid
without the concurrence of its partner Mingold
Resources Inc.?

Mr. Neufeld: No.

Mr. Wright: There are two problems withi this particular
agreement. They are both fairly standard actually in
joint ventures. The first is that no sale can be made
without first offering it to the other party. So there is
a right of first refusal. The second thing is that even
though we have a 55 percent interest, and it appears
on paper there is a control, there are certain key
decisions which require unanimous agreement. One of
those is a production decision. So although you have
55 percent, you do not have the control of that kind
of a decision.

Mr. Taylor: Yes, thank you. | wonder if Dr. Wright could
explain that? | am not quite sure about his linkage here
of the decision on the production aspect as it relates
to the decision to sell or not to sell. Could you elaborate
on that please?
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Mr. Wright: No, | was not attempting to make a
particular linkage. They are two separate things. One
is, if the Government or MMR wants to sell its interest
tc LynnGoid, it must first give Mingold the opportunity
to buy it at the same price. That is one scenario. The
other scenario is that if Mingold stayed in this whole
thing and there was accommodation reached with
Lynngold, we would require Mingold’s consent tc
proceed with production from Farley Lake.

* (1130)

Mr. Taylor: Mr. Chairperson, what Dr. Wright is saying,
| think, is that if Mingold was agreeable first of all tc
the transfer of the provincial ownership to LynnGold,
a decision to go into production at Farley Lake would—
in other words it would require both Parties to say yes,
the new partner LynnGold plus Mingold, | understand
that.

What is the ability of the Government, either directly
or through Manitoba Mineral Resources Limited, tc
purchase out the 44.8 percent that Mingold holds? What
rights does either public body have?

Mr. Wright: Mingold has clearly indicated that its share
is for sale at the right price. It is # matter of them
determining the price.

Mr. Taylor: Mr. Chairperson, was a price context put
into a potential sales arrangement when this partnership
was originally set up? That also can be a norm in
industry, not necessarily, but can be. Are there criteria
there that would give us an indication of that?

Mr. Wright: There are none whatsoever because that
would be a very abnormal arrangement in an exploration
joint venture. An exploration joint venture is designed
to put two people together with gambling money to try
to find something on which would be commercial. Until
you have found it and know what it is, you have no
idea of what its value is.

Mr. Taylor: Mr. Chairperson, from what | hear Dr. Wright
saying, Mingold is in the controlling situation here and
can hold out for any price, even on an unreasonable
price, to make this deal come to fruition. Would that
be a reasonable interpretation?

Mr. Wright: | have had dealings with the Mingold people
and their related companies over 15 to 20 years, and
| have never found these people to be unreasonable
when it comes to making a deal.

Mr. Taylor: My question was not as to what was the
temperament of and the track record of the officials
of Mingold. The question was purely from a contractuai
viewpoint. So that | understand, an earlier answer by
Dr. Wright is that Mingold in the present circumstances
is in an absolute position to say yes or no.

Mr. Wright: Yes, | think that would be fair from a purely
legalistic point of view.

Mr. Taylor: Has the Minister explored any other options
to encourage Mingold’s reasonable participation in any
endeavour of this nature?
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Mr. Neufeld: Mr. Chairman, | have discussed with the
Mingold people the possibility of our purchasing their
share. They have indicated at all times that they would
be co-operative, and | do believe they will be. Nothing
has happened in our discussions that would lead me
to believe otherwise.

Mr. Taylor: To the Minister, has he and his staff prepared
recommending reports to Treasury Board for either the
purchase of the Mingold shares or the sale of the
provincial ownership of the Farley Lake operations?
Have either of those been prepared to that stage yet?

Mr. Neufeld: We have prepared an information
document for Cabinet. We have not included in that
the recommendation to transfer any property to
LynnGold. Before we do that, and | said this earlier
and | will say it again, we must be assured that this
will ensure the continuing operation in Lynn Lake, the
mining operation, and not just a stopgap thing that will
come back two or three years from now with the same
problems we have today.

We will not transfer any property—and | guess that
is our ace—unless we are assured that the mining
operations will continue into the future.

Mr. Taylor: Has the Minister any preference on how
he sees this whole matter being resolved vis-a-vis the
longevity of the LynnGold operation in Lynn Lake?

Mr. Neufeld: Of course | have a preference that the
parent companies of LynnGold inject enough cash to
keep the operation going. What we have not discussed
to this point is the ongoing exploration activities that
must take place if we are going to find new orebodies,
and for the mining operation to continue beyond the
three- or four-year period that Dr. Wright has indicated.
So we have not even discussed that, so this is necessary
and there would have to be sufficient amounts of money
generated from the operations to permit the ongoing
exploration activity. Those are all part and parcel of
the negotiations with the parent companies.

Mr. Taylor: Mr. Chairperson, is it the view of the Minister
then that this matter could be largely resolved through
injection of private capital by the present, or present
and new, or new owners of LynnGold as opposed to
large monies coming from the public sector?

Mr. Neufeld: Yes, a large amount of capital injection
would solve all our problems, not beyond the four-year
period, but for the present and we would hope that in
the four years or three, four years we would have
sufficient amount of exploration work to find new
orebodies.

Mr. Taylor: Mr. Chairperson, | am well aware that large
private monies would solve the problem. The question
| asked is to the Minister: is that the appropriate route
or would he see a solution of, if you will, a joint
participation partnership between private and public
sector funds in this context? What, after being into this
for some months now, is the Minister’'s view as.is the
most appropriate, given the real-life circumstances
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facing those people in Lynn Lake, the age of the refining
capability, the degree of resources known, the amount
of exploration that has been carried out, the amount
of exploration that will be required, the potential of
tying in with the Farley Lake mine, and other ways of
getting gold production going there? What is his feel
as is the most appropriate general approach?

Mr. Neufeld: Mr. Chairman, we have to recognize that
LynnGold’s share of values has dropped from around
$1.50 a year ago to 60 cents now, so that the injection
of public money is probably not a practical answer. |
would like to think that a combination of investment
from the parent companies and from the public sector
or the Government, would be appropriate, would be
something that we could negotiate and bring about.

Mr. Taylor: Mr. Chairperson, is the Minister aware that
in the last year senior officials of LynnGold were making
comments publicly as to the viability of that mine, that
they, amongst themselves, shared an optimism for the
potential of that mine beyond a year or a two-year
horizon, and that is in marked contrast with that which
came out this summer from the president of the firm
in an announcement from Toronto?

Mr. Neufeld: Yes, | read those same comments in the
newspapers and | probably have the same questions
about those comments that you have.

Mr. Taylor: On the 30th of January this year, myself
and the Member for St. Boniface, Mr. Gaudry, met in
Lynn Lake in the presence of the Local Government
District Council, other Government officials, officials of
private - groups, and before that body was a
representative of the mine, in fact, the senior engineer
and operations manager.

At that time, he indicated that while there was a
shortage of reserves in the present mine itself,
exploration had been going on and the expectation
was that more exploration was going to go on. The
hope was, that through a linkage potentially with Farley
Lake and other type developments in the area, arc
through the potential of reprocessing their own waste
from decades of operation, that the future was relatively
bright for LynnGold. That was on the 30th of January,
only eight months ago.

| wonder how those comments brought before us in
a public forum jive with the sort of things that have
been told to him by the company officials a little more
recently.

Mr. Neufeld: | cannot account for what the company
officials may have told Mr. Taylor, Mr. Chairman, and
| have no comment on it.

* (1140)

Mr. Taylor: | am asking the Minister what he is being
told by the company officials and comparing that to
with what we were told. | do not expect him to make
comment on what wewere told itself. He was not there,
obviously, but whatis it that he is being told by LynnGold
as to their reserves, what solutions they might have
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from a corporate solution viewpoint, aside from any
public activity, public funding. What sort of a sob story
is he being told by the president of LynnGold?

Mr. Neufeld: It is because we did not agree with some
of the projections that LynnGold had made that we
asked for a review of those projections by Strathcona
and it is because we too received glowing reports of
what could happen. We found that the projections that
those reports were based on did not stand the test of
scrutiny that we put to it. It is because of that we asked
for a Strathcona Mineral Resources report. For greater
detail, | will asked Dr. Wright to make comments.

Mr. Wright: | have talked with several of LynnGold’s
officers and officials and have read the same
newspapers that you have read. | have been quite
skeptical of some of the reports. That skepticism goes
back five years. This is nothing new with Lynn Lake cor
this particular deposit. This deposit was brought tc
Manitoba Mineral for participation five years agc when
it was held by Sherritt Gordon. There was at the time
a study by Kilborn Engineering, a feasibility study which
we reviewed and we did our own study. We did not
think it would fly unless gold was in excess of $500
U.S. and we did not think therewas much of a prospect
of that. That is five-year-old information.

If you want to really get the story of LynnGold and
try to get the full story without getting bits and pieces
from different officials, | would invite you, as we have
done to pick up all of the annual repcrts which have
been issued in the past three to four years. You wit
find that there was a financial disaster in the making,
and it is quite clear in the annual reports, in the financiai
section of the annual reports, SherrGold and LynnGold.

When the deposit was owned by Sherritt Gordon and
we were approached to participate, we were given a
very strong sales pitch, did our homework and declined.
The Government then put in $2 milion by way of a
loan, and it was my expectation that Sherritt Gorden
was then going to put it into production. However, |
do not believe that Sherritt Gordon, who were then the
owners, had the courage of their own convictions
because they did not put up any money. They went
and made a public company, at that time called
SherrGold, and spun off that asset and raised the money
from Joe Blow public on the market to put it intc
production. There is something of the order of
magnitude of $40 million to $50 miilion poured intc
this thing in the last four years or five years and there
is not a dime come back. The citizens of Lynn Lake
can really thank Joe Blow investor public and the
organizers of SherrGold and LynnGold for their
continued existence cn a deposit which, in my view,
should never have been put into production in the first
place.

Mr. Taylor: A further question to Dr. Wright, Mr.
Chairperson, the reference a number of times by Dr.
Wright about the deposit and about the necessity for
$500 per ounce world gold price to make it fly—to use
his own quote—what is the nature of that deposit now?
What was the nature of it five years ago that gives him
the reservations that he brings forward? i think that
might help eliminate the situation.
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Mr. Wright: The deposit is erratic and of low gold value
for a ground mining operation and you can only
compensate for those grades by having a very strong
goid price.

| meritionad earlier, we have seen gold prices in the
decline for seven years. | do not know where the bottom
is, it might go up next year, who knows, but there is
nothing in the cards to suggest it will. When | guoted
you, the in excess cf $500 U.S. gold, that was, | am
referring to a five-year old study. | am not referring to
anything abou! Farley Lake or anything. This was just
the LynnGold operation by itself.

i believe that original Kilborn Study has been fully
supported by the events which have happened. We
have not had the $500 gold. The people who put up
the money in this thing, they put it up, they bought
that stock at $6 a share. They are now looking at their
stock at 60 cents a share. They have not had a nickel
returned.

It really comes back, is there any way that you can
combine the Farley Lake with this operation? Both of
which on a stand-alone basis do not work. Can you
combine two things that do not work and make
something that works? That is the question we are
trying to answer. | think the information we have so
far is very clearly it does not work unless, as | mentioned
before, there is massive subsidy without saying where
the subsidy has to come from.

Mr. Taylor: Just before we leave it, | would like to
clarify one more thing on the orebody itself, Mr.
Chairperson. Dr. Wright has indicated that the nature
of the orebody at Lynn Lake is erratic. It is low value
and that is in the incidence of gold in the rock itself,
and it is underground which makes it more expensive
than an open pit context. | understand that. What is
theissue of the scale of the orebody, how large is that?
Is that a factor or is it just the other factors you
mentioned?

Mr. Wright: The scale at which you can do a mining
operation, in terms of tons per day, then definitely
affects the economics. The nature of this ore reserve
and its distribution does not lead itself to what we call
bulk large scale mining. It is a small number of tons
per day which is technically debatable somewhere
between maybe 400 tons a day and 800 tons a day.

Mr. Taylor: Mr. Chairperson, | understood that aspect
but the question | put on the table is: is there a further
limitation, or is that limitation not there, in the sense
that notwithstanding it, it is not a continuous orebody,
it is not of high value and it is underground? Are there
limitations to the scale of it, in itself? In other words,
is there potential? | am not just running into a blank
zone, but then back into a productive zone again, but
the fact is the overall scale of the reserve is such that
in itself is a limitation. | had heard it was not, but |
wanted that on the table from an expert.

Mr. Wright: | think that there is considerable potential
for finding more gold mineralization in that mine. Given
the history of the mine, | think it most probable that
you are going to find material of similar gold content.
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| also think that the best place to be looking for
additional mineralization of that kind is a depth which
is going to impact upon your costs. Your costs, in other
words, are going to go up as you would go down. It
is my understanding that the bulk of the ore is now
being developed over to the bottom of the shaft, so
that if you find any significant amounts of ore at deeper
depths, where | think you will—| use that term ‘“‘ore”
loosely because i prefer to call if goid mineralization—
you are going to have another very large capital
investment in sinking that shaft and developing the
lower grade ore. That type of ore at today’s operating
costs, and today’s gold prices, just does not work.

* (1150)

Mr. Taylor: Yes, the last question on the ore itself is:
has there been any exploration that Dr. Wright is aware
of that would confirm the existence of a deeper
significant gold ore one and two? If there has been,
could it not be accessed by existing shaft systems, as
opposed to the capital cost of a brand new shaft?

Mr. Wright: There has been some indication of deeper
ore, through drilling, below the levei of the existing
shaft. Some of that ore is currentiy being accessed by
means of driving a ramp downward from the lower level
of the mine which in itself increases your operating
costs. | think, as | said, there is an excellent potential
for finding more material of the same grade at deeper
depths. Having said all of that, your costs are going
to go up, you are going to need additional capital, and
the only thing that is going to make it work is a better
gold price.

Mr. Neufeld: Inasmuch as we are talking gold prices
now, and Mr. Taylor is interested in that area, | should
mention to him that 50 percent of gold produced in
the free world is produced at $250 an ounce or less.
An Honourable Member: In South Africa.

Mr. Neufeld: In the free world. The large deposit at
Marathon, Ontario, Hemlo, the gold is produced at
about $125 an ounce.

Mr. Taylor: We would all wish to have a Hemlo in our
back yard.

Mr. Neufeld: Butatthe same timewe have to remember
that the cost of production elsewhere effects the price
around the world.

Mr. Taylor: The point the Minister makes on this issue
is weil taken. | wish to go on into a different area of
questioning if | might, here. There was comment earlier
in this meeting, Mr. Chairperson, to the effect that there
is an operating agreement between Mingold and MMR.
| would ask whether that operating agreement is
registered with the Manitoba Securities Commission
or any other public body?

Mr. Wright: No, that agreement is not registered with
anyone. Mingold is not a public company. Mingold is
a joint venture.
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Mr. Taylor: Right, but the corporation whose annual
reports we are reviewing for ‘87 and ‘88 is a public
corporation, is it not?

Mr. Wright: Not with the Securities Commission.

Mr. Taylor: Notin the sense of shares, but itis a public
body, and as such, | am a little surprised that this
agreement is in no way accessible.

Mr. Wright: As | have tried to explain before, it is not
uncommon in joint venture agreements to have a
confidentiality clause which precludes that. We would
be in legal breach of the agreement to unilaterally
release a copy of it. | have no problem in going back
to Mingold and asking their permission to release it,
but | cannot legally do it without their consent.

Mr. Neufeld: Mr. Chairman, | would just add that it is
not necessary for public corporations to file with the
Securities Commission every commercial agreement
that they enter into.

Mr. Taylor: Mr. Chairperson, further to Dr. Wright, if
on your initiative you release the document you said
you would be into a legal problem, what problem are
you in if your Minister orders the release of that
document? Does that not mean then that the
corporation would be not guilty of breach of that
agreement, it would be ministerial discretion?

Mr. Wright: he agreement is between Manitoba Mineral
Resources and Mingold and therefore does not involve
the Minister and, with all due respect from a legal point
of view, he has no jurisdiction in what happens to that
agreement. If | got into that bind, | would probably
have to quit.

Mr. Taylor: Mr. Chairperson, under what Government
was that agreement put in place?

Mr. Wright: The agreement has changed hands. The
basic agreement was put into place in 1978 under the
NDP Government.- (interjection)- Okay, ‘77, it was just
about the changeover. However, having said all of this,
| would remind you that we have dozens and dozens
of these kinds of agreements and there is nothing
special happened to this one that has not happened
to the others.

Mr. Taylor: You are saying, Mr. Chairperson, or Dr.
Wright is saying, that it was put in place in 1977 by
the then NDP Government. You indicated something
else?

Mr. Wright: No, no.

Mr. Taylor: | want to know what Government was in
power, therefore, what overall direction this corporation
may have received from that Government, and then
you indicated that something else had happened to
the document. Maybe you could elaborate on that.

Mr. Wright: There is nothing special about this
agreement, asit was originally conceived. The only thing
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special is that something was found in a politically
sensitive area. This is one of dozens of agreements
which were put in place. You asked me the question,
when it was and under what administration? It was in
‘77-78, in the then last days of the NDP administration.
We were simply following a normal mandate of entering
into joint venture agreements.

Now, what has happened with it since is that the
original agreement was with Hudson Bay Mining and
Smelting and it sold its interests in the agreement to
Mingold.

Mr. Taylor: One of the factors in looking at Farley Lake
is to talk about its potential orebody and what we could
expect, as Manitobans, for that location to produce,
and possibly Dr. Wright could give us a little more
information on that.

Mr. Wright: | am assuming that we are talking about
a stand-alone operation, is that correct?

Mr. Taylor: Pardon me, | did not catch that, would Dr.
Wright please repeat what he just said?

Mr. Wright: Are you asking this question in the context
of a stand-alone operation?

Mr. Taylor: No, | would ask it in the context of stand
alone, one; and two, joint operation with this being an
orebody supplying Lynn Lake.

Mr. Wright: On the stand-alone basis, the work that
we have done indicates that a capital investment of
the order of magnitude of | think it is $32 million tc
$33 million would be required, and that in order to
generate an acceptable rate of return on an investment
of that order of magnitude you would require a gold
price of approximately $425 to $450 U.S. You would
also require an increase in your confidence level of the
calculated ore reserve. The thing rises or falls on cre
ressrves, sstimations and price estimations.

Since we are not at that kind of a gold price, the
question has become somewhat academic with regarc
to the quality of the reserve estimate.

However, we are continuing a study which is currently
in progress to try to upgrade the o '% of the reserve
estimate. All of the information '.i: be ready and
available on a stand-alone basis to take this thing off
the shelf and make a decision if gold hits $425, $450.00.
That is what we have tried to do.

* (1200)

Mr. Taylor: Mr. Chairperson, | did not quite understand
that last point that Dr. Wright was making about
confidence level and quality of ore. My understanding
was when you see an orebody and have done some
fairly extensive explorations, you probably know the
percentage of the gold that is within that orebody within
a certain range; but you can say it is generally this-
and-this percent.

Is he talking on the lines that they would expect tc
with more exploration find richer parts of that same
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orebody that they have not yet found, or is he talking
about in effect, quantity, total gold ore that they know?

#r. Wrighd | am talking principally about the gold
content 7 the known mineralization. Although we have
drilied it off extensively, half of that deposit is erratic,
and goid is notoriously difficult to estimate the quantity
of gold through diamond drilling.

We took an 11,000-ton bulk sample which is
mentioned in here and, depending upon how you
interpret the geclogy of the drilling, we realized a gold
value which was about 80 percent tc 75 percent of the
estimated value. At those prices, at those kinds of
values, you can forget my quotation of $425 or $450
gold. You need an even higher price of gold.

There is a real problem with the certainty of the
reserve estimate on 50 percent of the Farley Lake
deposit. This is common with gold deposits. We have
only got to go and look at the MacLellan Mine which
has been operating now for three or four years and in
which they are into the ore. Those fellows have a hell
of a time predicting within 20 percent, or no, | would
say within 15 percent of the gold grade that they are
going to get out of it. Most of the time they predict
the wrong way. They are overly optimistic. There are
times when it goes the other way, but they are rare.

Mr. Taylor: | have a question for the Minister. This
Minister is not only responsible for mines but also has
responsibility for energy. My understanding is that there
is an electrical energy problem at Farley Lake today
and is one of the reasons why it is not yet beyond an
exploration stage, that there is not a high-tension power
line accessing that site.

If that operation was to go either as a stand-alone
or as a full development mine supplying Lynn, in either
case beyond the exploratory stage that it has been at,
a major power line and transformer system would have
to be added. Given that circumstance, what
consideration has the Minister given as this being one
of the ways that Government may aid a solution to the
whole Lynn Lake problem that we face today?

Mr. Neufeld: First of all, it is true that there is a lack
of power for Farley Lake. At this point in time, LynnGold
has the exclusive right for the power that comes into
that area, but until such a time as a development
decision is taken, that shortage of power becomes
academic.

Ifindeed we are going to tie in the Farley Lake deposit
with the LynnGold operation, again it becomes academic
because the need for power will be in Lynn Lake and
that is where the mill is.

Mr. Taylor: | find it interesting {o hear that the Minister
says the whole look at this thing is academic. My
understanding is that any scale production at the Farley
Lake site, whether stand alone or in conjunction with
Lynn, does require more power. It is not just power at
the refining end but it is power at the mining end as
well, is what was told to us in briefings.

| would like: (1) a clarification on that; and (2) ask
the question: has this solution of putting in a high-
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tension line with transformers into Farley been explored
in ‘‘the academic context” i.e., knowing the possible
solutions to the sources of power, the routing of power
and the attendant costs for: (1) installation and (2)
operating?

Mr. Neufeld: | can tell you that LynnGold has the
exclusive right. That right would disappear | suppose
if LynnGold went into a joint venture with the Manitoba
Government. For a greater explanation of the power
situation, | will let Dr. Wright explain it to you.

Mr. Wright: There are two scenarios. One is the stand-
alone operation which requires a high-tension line be
put into Farley Lake. The other one is a combined
operation with LynnGold in which the cre from Farley
Lake is milled at Lynn Lake. That does not require
power. All that requires is that small generators provide
some lighting, that is all that is. Those can be on-site
generators, diesel generators. You do not need a large
amount of power. The basic thing that takes the power
is the mill.

We have explored the different options of bringing
the power from Lynn Lake, although we do not have
a right to it without LynnGold’s consent. We have also
looked at the cost of bringing in an additional line from
down in the Leaf Rapids area. We have these numbers,
but the numbers become academic with the gold prices
we are looking at.

If we start hedging gold prices up to 425, 450 then
we can start to get serious about these two kinds of
numbers, the cost of bringing the power from Lynn
Lake and the ability to do it, given that LynnGold has
a lock on it and the cost of bringing the power from
Leaf Rapids.

Mr. Taylor: As | understand what Dr. Wright is saying
in the contingency aspect of world gold prices, the
point | was trying to find out was, has the work been
done? He appears to indicate that it has been, although
| am not sure if he tied in with Manitoba Hydro to
produce those or not. | would hope that because the
exercise is academic at the moment, given world gold
prices, that therefore the numbers are not fuzzy, hazy,
whatever, that the numbers, in order of scale, are
relatively accurate and up-to-date and can he confirm
that?

Mr. Wright: Those numbers are accurate and up-to-
date and were developed between Kilborn Engineering
and Manitoba Hydro.

Mr. Chairman: Mr. Taylor.

Mr. Wright: My understanding is that Hydro did the
bulk of the work.

Mr. Taylor: Thank you, Mr. Chairperson, to Dr. Wright,
for that clarification.

Mr. Wright: | understand further that we paid Hydro
$20,000 to do that.

Mr. Taylor: Maybe they. are in the wrong business.
They should be in the power business.
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Mr. Chairperson, can Dr. Wright share with us what
the costs were for, first of all, the smaller operation
which is just power generation on-site by a local
generation, and the other one being the more expensive,
running in lines, not withstanding the issue of whether
they are allowed to, and | will get to that in a moment?
Can he share those costs with the committee?

Mr. Wright: There were three options that have been
looked at. Basically there is the on-site generation,
which | have told you is, if you are shipping the ore to
Lynn Lake the number is so small | do not have a
number for it. You are talking, | do not know, $10,000
or $20,000 to buy some on-site generators to provide
the lighting and that is all.

Now the big dollars come in, in putting a line into
there. These are the order magnitude, | do not have
the exact numbers at hand. As | recall, to bring the
line from Lynn Lake was going to cost about $1.5 million.
To bring the line from Leaf Rapids was going to cost
about $4 million, | think was the number.

Mr. Taylor: Mr. Chairperson, | am rather taken aback.
We are talking $10,000 or $20,000 for local generation
having, in the past, to purchase generators. | know they
generally come a little more expensive, but in any case
the more important aspect is the cost of the high-tension
generation line.

| wonder, we are getting well on into this meeting,
if Dr. Wright would agree to an undertaking to bring
the more accurate figures to the subsequent meeting
of this committee on Thursday? | think that will solve
the problem, and | will move on in my questioning.

Mr. Wright: Yes, will do.

Mr. Taylor: Thank you very much. A question to the
Minister is: could he explain the lockup of power that
LynnGold seems to have in that area of the province?
What is it? How did it come about? Who put that in
place, and for what purpose?

Mr. Neufeld: The power to Lynn Lake comes from
Laurie River Generating Plant. Laurie River Generating
Plant was built many years ago by Sherritt Gordon
Mines. | suppose many years ago, when they turned
it over to Manitoba Hydro, they took an exclusive right
to all the power that generated from Laurie River. | am
assuming that.

Mr. Taylor: | think this is fairly critical, Mr. Chairperson.
Whether the company has the ability to take, fromwhat
is now Manitoba Hydro dam, all the power it needs
for its operation, is one thing. It is quite another thing
if it has an actual lockup of all power generated for
its own business purposes, which might be to the
detriment of the public interest in that part of Manitoba,
in fact, given the involvement potentially of taxpayers
as a whole to the detriment of Manitoba taxpayers as
a whole across the province.

| would like if we could get a little more information.
Does the Minister have that to share with us this
morning?
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Mr. Neufeld: | will let Dr. Wright answer that question.

Mr. Wright: My understanding of the principle of that
transaction was that the plant was turned over to Hydro,
in return for which one of the considerations was
LynnGold would have first call on all power feeding in
through that line up to Lynn Lake. That is a little different
than a total lockup. They have first call.

We had approached LynnGold on this and got the
numbers of what power was being used and what was
surplus. We identified there was sufficient surplus being
delivered to Lynn Lake to serve our purposes at Farley
Lake, if we wished to bring a line across that way.

However, LynnGold decided to establish a negotiating
position early in the game, and developed a plan for
all kinds of additional electrical needs and informed
us of it. Those needs did not materialize.

| think you can understand the position of a couple
of companies looking at putting in a $30 million
investment at a place called Farley Lake and doing it
on the basis of interruptible power from Lynn Lake.
When you have LynnGold sitting there telling you, wel!,
we are not using it now but we are going to, you witl
be out to lunch once you get operating.

Mr. Taylor: Mr. Chairperson, | think the group that is
out to lunch on this, to use it in Dr. Wright’s term is
quite frankly, LynnGold. Now this is the company that
makes all sorts of optimistic statements a year and
two years ago. This is the same company though, a
few months later, that comes to our Minister here and
says, boy, you better dig deep into that public purse
because we have a hand here that is going to take a
lot of those dollars out of the public treasury or we
will close up shop. Here is this same company saying,
by the way because we have inherited this right and
we have a first call on power, we will concoct or delve
into our imaginations for potential uses of power in the
Lynn Lake area for company purposes. Quite frankly,
what | have just heard here sounds like fantasy land
in Lynn Lake.

| am not prepared as a Member of this Assembly,
quite frankly, to accept this sort of nonsense from a
gold mine that changes its positions, first of all, from
one year to the next—although the real life situation
does not seem to change—and s we are going to
hold the people of Manitoba and thc . living particularly
in Lynn Lake to ransom, then says, and by the way
you cannot have the power.

| would like for this meeting on Thursday, Mr.
Chairperson, to have that document presented here
on the rights that this successor company has,
LynnGold, to the power generated at Laurie River Dam,
and | would like a lega! opinion brought with that by
the Minister. | think it would be edifying. | think it would
possibly even be reassuring to him to know that
hopefully this company does not have a very strong
bargaining chip in this case that there is so much hooey
and huffery and puffery that they do not have a leg to
stand on, and that we would not necessarily then be
considering a context of interruptible power to a Farley
Lake development which would be just, as far as | am
concerned, nonsense.














