ad iy

iciibadiiaiciond Baaas

- oo

B JRpSEpRtON

' LEAD INDUSTRIES ASSOCIATION =~

AR0 LEXIETON AYDWR

NEW YORK 17, M. Y.
BT POR FUBLICATION
SONT ASPECTS O IME LEAD DNXSTRY J¥ CANADAS
7. L. Eallmm, Asste te the Capptreller

The Consolidated Mining and Smelting Company
of Cansda, Ltd,

which ve must face and resclve.
Althoush 1 realise that statistics are toring, any cansiderstioa

“of the future picture must be based on the production, consumptioa and

sxport figures far previous years, According to the latest figures
supplied by the Dominion Bureau of Statistics the production of lesd in
tullion plus recoverabls lead in Canadian ores and concentrates shipped
for export in 15.8 and 1949 was 167,251 tone and 150,L91 tons respectively.
The production of refined lead from ll sources, i,e, including amounts
recovered from fareign ores trested in Canalisn smelters totalled

LU6,1LS toas in 1549 compared with 150,025 tons in the year 15,5, With
the sincle exception of the year 19iL, the output for these two yeare 18
lower than for any other year during the last decade, Canada's peak
prodiction of 256,000 odd tans, in ell forms, wes achieved in 1542 under
tho stisulus of war, ] might sdd that, fram the standpoint of werld
production, Cansda now ranis fourthy being surpassed ly the United States,
Australia and Kexico in that arder, At times Canala has ranked third
ahead of Mexico. Briefly, let us examine the reasons for this redueed
outpute uring the early 'L0's, as you can appreciate, the meeds of war
placed the axphasis on production., As 8 result, durirg the last few years
mich more time has been devoted to doing & consideradle amount of soecalled
dead work and development, which pecessarily was postponed during the wer
years, Therefore, one should pot view this reduction in Canadian outpwt
during the lsst couple of years with alamm as it msrely ropresents a retarn
to & more normal and orderly production, Juring tids time, evea with
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scmewhat snlarged working crews, a larger part than usual of the endesvours
of most of the Canadian producers has btwen devoted to additional develops
ment and to getting our Eines back into good orderly shaps, Undoubtedly,
the higher prices of lead which provailed &n 19L8 and 1LY greatly
assisted in perforsing these much noeded chores in a much shorter tise
than world ctherwiss have Meen tho case,

Turming to coamasusrtion, the Canadian consumption of primary
refined lead during 15.9 was abaut L5,000 tons a8 campared with spproXe
imately 55,000 tons 4in 1948, While peither was & peak yvar, this rate
is still more than doubls the normal consumpticn of Cansdian industry
prior to the war, Here again the incresss 1s dus 4in large part 1o the
great industrisl growth which took plsce in Canads under the stimulus
of war, As uwsual, this intustrial growth was scoompanied ty an equives
i8O0 expansicn 10 LOE MELAL JAOrICATING LNGUSTIY. It Wil O8 FeAOLLY
apparent from the figures just quoted that cur production greatly axceeds
our consuaptions The differunce of 100,000 tors or morw must of necessity
bs exported if our Canadian lead mining industry is to romain in a healtly
conditions In this ruspect the Unitod Kingdoa has in the past almays been
our chief «xport market for lsad, as well as for the other non-ferrous
metals, einc and coppor, Special efforts have becr, and are being made,
to hold this market and 1 shall revert to this protlea later, Perbaps
the most interesting development, howcver, during the past several years
hss beea the markod increase in exparts of refined lead to the United
States., Becaise of hirh freight rates, the lead concentrate productions
of several of the Eastern Canadian mines have always gone to the United
States far treataent, The expart of refined lesd to United States mariets
is, hewewer, 8 comparatively new development and 1 would not ds surprised
if, when the export firgures for 1SLS arv released, they will show the
United States to have surpassed the United Kirngdom as a market for
Canadian produced lead,

OCenerally speaking, lsad ores seldem occur as such in Canada,
tut are usually associated with othor base mctals such as tinc and copper,
The farme™ being the most prevalent associsted mineral, More or less
silver 13 also usually associaled with our lesd ores and in magy of the
smaller properties, particularly in Sritish Coluntda anmd the Yukon, .
silver {s thc prdosinate metal value of the deposit, Significant amcunts
of gold are alsc found 1n same deposits, A9 & result, practically sll
Canxdian lead ores have the added advantage of other metal credits,

Occurrences ¢f lead in Cansds are found in the provinces of
Jova Scotia, Kow Brunswiock, Quecbec, Ontario, British Colunbda, the Yukon
and North West Territories and, in addition, in our receatly soquired
tenth province, Newfourdland, Production 1s, however, largely confined
to British Columbia, Quebec, and bewfoundland; with the first-ssntioned
province accounting for over 951 of tha total lasd produced from Canadian
ores, I might say at this point that the setimated value of the lead
production in British Columida for 1949 13 45,000,000 cut of & total
value of 31L0,000,000 for all mining within the provincs, Thiz campares
with a value for lead of better than $50,000,000 out of & total of
$152,500,200 for all mine production in British Colusbtda in 15L3, The
prime foactor {n the predominance of British Columtia ia Canadian productioa
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1s the Sullivan Nine situated at Kimberley, This aine, as soet of you
know, {8 owned and operated Wy The Consolidated kining and omelting
Company of Canada, Limitod, whote Lesd Soeltor and definery, as well
a8 other Netallurgzical and Chemical worke, are located st Trail, British
Columbiae Irail is oa the Columbia Piver about 15 ailes north of the
United States border and {5 about <00 miles by rail west of Xisburly,
Virtually, 100% of the rofined lesd produstion of Canada i3 prociced
at tho Trail load saclter, This suelter not only treats all the lead
concentrates from the Sullivan Mine, but also most of the lead ores
and concentrstet producod in othar parts of the province a8 wll a8
the productions from scveral Quebee ®ines, In addition, the Trad}
smclter {5 troating incressing tannages of imported lesd ores and
concentrates, For your information the base ullioa fram thy mmeltar
18 sll refined electrolytically ty the Botts process Lo produce corre
oding greds icod and e relinery nas e sepecily in saoves of U
toas per day.

Now a word or two about the future, The imom lead reserves
of Canada have been cstimated at between 65=1/2 & 7 xillica toas of
recoverabloc metal which includes some marginal are, By far the largest
deposit contributing to this total 1a, of courss, the Sullivas Mine at
Kizabcrlcy, . Therv have bwea no subetantial recent finds of lced ore
ia Canada ami gencrally speaking the older properties show declining
lsad-tine ratios at depthe Higher prices for btmse mctals have, of
course, greatly stimulated prospecting and the search for new lead
deposits, us well as pramoting the duvclopment of known and older
deposits, This applies in gencral to Canada a8 a whols, Speaking
particularly of British Coluabia, there §s considcrably increvased
activity in the not too wcll knowa northarn areas of the provinow,
a8 wll as in thce Xootenay district, which has produced the largest
portion of Canada’s total lesd output to datce Intcrvsting occurrences
havo reecntly beea discovored {n that vast, unexplored, untracked,
corthiand of ours known a8 the North Fost Territories. Ilatuasiwe
prospucting, particularly for basc aetals, is a comparatively recent
devclopmat 4n this ama and nobody knows definitely what, or how much,
sotal values are locked up in this tremendous arva of rock amd waters
Transportation s, amd probnbly always will bc, a major difficulty
in the futurv devolopment of this vast untracked wilderness,

In Canada, as with thy lead industry throughout the rest of the
workd, 0o major developments in process are in sight other than improved
saterials handling, more mechanisation, and general bettermeat of worke
ing conditions, Although talk af construction of a lead smelter in
Sastern Canada 18 revived from time to time, I know of no cancrete
proposal for arny substantial incresse 1n lead rvduction plant eapacity
in Canada,

Now far a brief survey of same of the prodlems confroanting
the lead industry in Canada, MNost of these are nct coafined to the
industry i3 =y country aloae, but are commoa to all of us, First,
there is the question of supply, Oeologists have estimated, on the
basis of known diposits and with world cossumptica at s rato of
1,600,000 tons per yoar, the average level over the past 25 years, that
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E thors is only betwscn )O and 35 years supply ia sigite At first 3
' glance that 18 not a wery bright picture. HKowsver, we in Canada, and :
4 I 2@ surv all of you hcre, have a much moru optimistic cutlooke Ia <
j the first place thu known luad orv reserves of 10 « 15 years ago wure ,
substantially the saomo a8 tho figure just statud and probably will ?
still bu about the sxze 10 « 15 yvars from now, Further, although

there have bocn no naw large £inds of lead in recent years, widoutedly
nww occurrences will be found, Additional Supplies myy also be obtained
: at depths gruater than sre prescntly boing mined and materials now

; 1 classcd as waste may evirtually be profitably converted into metale

To think othurwise would gruatly undirewstimate the ability and ine
genuity of our explorstion staffs, mining vaZinuers and actallurgistse

furning now to markets for load, wa fad0s 8 Droblem at the
K| nament peculiar to Canadian preducers. IEver since Canxia beCame an
importunt lead produocr we cauld count oa sclling a substantial part
of oup productica to the United Kingdome This markst now, however,

3 shows very definitc signs of slipping mainly bycause of curreacy
restrictions, Reeunt dcwclopmonts indicate that, notwithstanding

ths devaluation which occurred last fall, Britain's monetary diffioule
ties _rv far froe being salved, la fact, it is felt in soms qQuarturs
that hur position, if enything, is graduzlly dcterioratinge In this

connection I czme aCross an itua recontly which iatercsted ms and ’

b e T

which, I am surc, will be of inWrist to you, Last year Groat Britaia
' exported chiefly to Egypt and India somcthing in the neighbourhoed

of a xllion dollars worth of goods for which she recuived no paymunt,

This mcans that the procuctive capacity of thu country to that evitent was

withheld from dollsr carning channule and fror channcls of iavestoosns

which =ight later eara dellars,

Ia the facc of this, our reaction naturally is to look to
United Statis markete, 1 do not mwed to
{8 20 longer self-sufficicat with regard
other base mu:tals, From a long turm polint of viuw, your present
noreal doeeand can probadly no longor b mat fro= doaestic sources and
undoubt.dly the dumard for lead will incresse and parallel your econtimed
upward trond in population and industrial expansion, Consequurkly,
buing adjac.nt to you and with exoellent transjortation facilities
cannecting our two courtries, we, {in Canada, feel that we can f1l1l &
portion of this gap between your demand and supply with substantial
advantages to both, Among other cbstacles to be overcome, of course,
19 your tariff, This, I roalise, 13 a very contentious point and I
in no position to say what your tariff policy should or should not be,
Rowewir, I would like to leave this thought with you « to be assured that
your industrial duwcands for lead are fulftlled on terms and conditions
not less favourabloc to your own consumers than to consumers {m other
countries, Resns tn us to pely to § great extent on yur supxTi o2 @
policy of fair international trade conditions, In othur woris, we beliewe
that from a long term viow of lead supply and dumand, you have less %
fear fran offurings of cheap forvign lvad than you have from an
t:;:uv to satisfy the probably increasing dusands of your ecaseing
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Yo discuswion of prodlems confroating cur industry weld be
camplete without same ruference to taxation, While 1 en not familiar
with your United States mining tax laws and reculations 1 believe that
the present Canadian tax laws are somewhat more favourabls to the
aining industry than is the case in your ocountry, Ia the first place,
our regulations provide for a deduction of one~thirg of the taxable income
sttribytable to mining on account of dupletion, Whils this i3 a handsame
and Bost welcome allowance you oan readily see from the sere mschanics
of the eculculation thst it provides much greater assistance to the oper=
ator with a large sargin of profit than {t dosa to tia highcr cost
produccrs Sizilarily, as in your country, scme political intarcsts
not too faniliar with problems peculiar to metal alning are critisising
this allowance 88 extending too great a bencfit o the industry, 1Ia
recent yeare Cmsdun tax lswe hcn mo penum & doduction m- .

{eraiie linuwie w3 el - gl WS PSR Guwilig @ taraticn joir ia
cxplorstion and prospecting, Further, all new mines, dDase metal a8

wll a0 gold, are sxueapt from Podural Income Tax for s period of three
years fram the day on which they are deemod to come Into camwreial
production of or. or concentrates. Uuring this pericd pre-production
sxpenses not writtca off and deprociaticn can bo daferred until later

with the rvsult that 4a most cases one hundred perecnt of thuse write-offs
can be claimed against subsoquent taxable income, Ia additica, shareholdere
of mining carpanice are allowed to deduct as dcpletioa 10%, 155 or 208

of the dividunds rcecived dipunding on the proportioa of the income derived
fron nining included in thc corporations' total incame, Further, in aa
attupt to nduce double taxation on corpoarate profits, a recent

pernits sharcholders to doduct 108 of the net dividends roevived from

any corporaticon - mining or otherwise, Evoa with thuso gooerms allows -
ances, howuver, & coabined Provincial and Fedural Inoome Tax reto of

385 on taxable income imposcs & hoavy burden on the mining industryp
particularly whun addcd to inereasing property taxse and provineial

taxos oa mine omtpute

For the past 20 ycars or morv, corporsts profits hsve beea
the targct of many politicians, Purhaps part of this is d to as
izproper appruciation of wconomic facts « much mon lu..]q u e

o the oasc with which such profits can be taxed plus the faot

Sgoak tio corporations® has beun and still is a politically popuhr
thimo, ARy study of economics and businoss definituly indicates that
corporate incom: tax i8 & rcal hamxiicap to progress, The law of
diminishing roturns applioce to taxation just as much a9 it does te

the pricing of goods = purhaps more 30 since there is less chance for
an early correction. Whon a product 18 priced out of the market
natural incuntives 4n a fros and campetitive ontcrprise tond to produce
an early cornction, Howsvor, whea rovernments ovarprioe the cost of
their services the protlum becamos morc coaplex and the uffects say be
compoundud because thuy arv masked for a time, Too high & tax turdea
tumas to destroy its own scurces ty penalizing tusinuss success and
removing incentives for ncw vuntures and the growth of established
irdustryes Often this will become appariat too late, since, tp that
time, not only hove Lax ruceipts diminished tut tho induatrisl econoay
say bave been seriously and irreperably damaged,
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e Howover, becsuse of revemc noeds, both in your oocuntry :
as well as minu, complote abandonmunt of corporate tax with its doublas .
taxation foature dovs pot sppear feasible at this time, Our major :
goal for the {mmodiatc future should, thurefor:, be contimed cducse i
tion ¢f goverments and the public with thy prodleas puculiar to the
miniag industry and a constant cnadiavour 0 co~ordinato carporste
incomc tax with personal income tax 8o that they can be regarded at
complimontary parts of our tax structured not separate entitice
38 at predent,

In the lattor part of the faregoing 1 have attespred to
outling tricfly same of tho prodblams coufronting the lead producing
{ndustry {n Canada, Lo#t of those, with variations of coursc, are commom
to the Unitud S5tates luad mining industry as wll, In both countrice

Shs moma ALEM 1S amab) =0 owm -1...1- 4ot wew oo wleh attow matdamed T
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Aud sru.ornauonal problm and policiea. In view of this thuro 15 aa
increasing t.nm.ocy in samu quarters of both your country and mine to
facl that thesc problwes should b, salwd ly incrvased goveromdnt
participation And in somQ 0ascs Porhips vvon a roeumptioa of some form
of govcrrmuntal controls, On tho othor hand, we, in thy load industry
in Canxda foel, and 1 am surv that all of ym herv will agrec, that ocur
probl.ms con et do sclwvvd ty individual and collectivg action withia
the i{niustry itsclf working {n & free and campetitive economy,
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