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CEO:
Good day. This is Michael Wachs with CEOcast. I am here today with Bradford J. Cooke; Brad is Chief Executive Officer of Canarc Resource, a company that trades over-the-counter, symbol CRCUF and also on the Toronto Stock Exchange, symbol CCM. Canarc is a Canadian based gold exploration and mining company. Thanks for joining CEOcast today Brad.

BC:
Yes, thank you for having me.

CEO:
I thought perhaps you could begin with an overview of the company, then we will get into some of the opportunities in greater detail. 

BC:
Well, to start off, Canarc is a company I founded from scratch some 15 years ago. I am a professional geologist by training, with some 25 years in the business. Over the last 15 years we have been able to grow a significant portfolio of gold exploration and mining projects and have made some pretty good returns for the shareholders over the years.

CEO:
Let’s start if we could with the properties themselves, where are they located and why does the Benzdorp gold project in particular have such good potential?

BC:
The main asset of the company is the New Polaris project located in northern British Columbia. We have invested almost CAD$ 20 million over the last ten years and found about 1.3 million ounces as a resource below and beyond the old mine workings of the New Polaris mine. Having said that though, the mine site needs a strike price of gold slightly higher than current prices. So it has been on the back burner for a few years awaiting better prices. That is why Canarc turned its attention, five years ago, to South America, specifically the Benzdorp project located in Suriname. We made a significant gold discovery there in 1996/1997. We subsequently joint ventured it with Placer Dome in 1997/1998. For various reasons Placer pulled out before we were able to receive title to the project from the government and only a month ago were we finally able, after five years, to announce that we secured the rights to develop the Benzdorp gold discovery.  So, it has been a long wait for us. Right on the tail of that, we announced and closed a small CAD$500,000 financing that will allow us to push ahead on the next phase of work at Benzdorp. 

CEO:
Let’s start with your lead project, where is it located and why does it have such potential?

BC:
Benzdorp is actually going to be the focus of the company over the next 18 months or so. The main reason being, even though it is considered to be an exploration stage project, we have already invested over US$ 2 million and found some of the largest gold targets there that I have seen over my career. Canarc wishes finally, to go ahead, now that we have title, to develop these targets. We believe the mineralization we have already sampled and discovered suggests somewhere between 2 and 20 million ounces of gold are present on the Benzdorp property. Because of that target size, we feel that it is important that we focus the company’s resources on finding out how big Benzdorp is over the next year and a half.

CEO:
What have others found in this particular area?

BC:
Well the history of Benzdorp is quite phenomenal, it goes back a couple of hundred years. Virtually every creek over a 10 to 15 mile strike length has produced gold from the gravels or is currently producing gold courtesy of Brazilian small-scale miners. When you have every creek for 10 to 15 miles producing gold, it tells you that the opportunity isn’t just to find a single deposit of gold but in fact to find an entire belt. It is almost like owning the entire Homestake belt in South Dakota or the entire Carlin belt in Nevada. That’s the scale of opportunity facing Canarc.

CEO:
What kind of infrastructure exists there?

BC:
At Benzdorp we have an airstrip within a couple of miles of the property. We also have access along the main river, the Lawa river that separates Suriname from French Guyana and it’s accessible to barge traffic. So any equipment we need, bulldozers, back hoes etc. can all be barged into the site as well as all of the fuel. There is no road access at present from the capital city to the property but on the property itself there is actually a multitude of roads allowing us to get around by vehicle.

CEO:
As you look at the area itself is this generally regarded as a fertile area for mining and if so what have they done to support the activities there?

BC:
Well, throughout the Guyana Shield there are significant prospects for gold. For instance in Venezuela there is perhaps the best known gold project within the Guyana Shield known as the Las Cristinas discovery that Placer Dome made several years ago and ultimately relinquished to the government. There is alleged to be 13 million ounces already drilled off and the potential for 20 million ounces or more at Las Cristinas. Going east into Guyana the Omai mine has been operating since 1995 and has produced over 3.5 million ounces of gold.  Cambior owns and operates that mine. Suriname is almost like a hidden gem, an undiscovered gem. There is not yet any modern operating gold mines in the country. However, having said that, the Benzdorp area is by far the most prolific gold producing region, historically in that part of the Guyana Shield and in fact another smaller area in Suriname, the Gross Rosebel area, is now subject to a $100 million mine development program, again by Cambior, indicating clearly the attractiveness of the this area for the development of new gold mines.

CEO:
Brad, looking at Suriname, what about some of the legislative issues there and the operating issues, has this been, traditionally, a favorable environment for mining companies?

BC:
Like most small countries there are some issues but political risk is low down on the list of issues. Basically it is the old Dutch Guyana that separated from Holland in 1975, they have been democratic for most of that time. There was a short period in the 1980s when a bloodless coup lasted a couple of years and the state of the economy got so bad that the military turned the government back over to the people. So there has been democratic governments there for many years. The biggest risk in Suriname, simply put, is that it is such a small country, they move very slowly when it comes to foreign investment. They are very careful about foreign investment because they have a thin skin when it comes to big companies developing their resources. Having said that, the government is very proactive in attracting investment into its natural resources, specifically in the oil sector they have had significant investments by Shell Oil. In the bauxite sector, they have two mines that have operated continuously there for 85 years, Alcoa owns one of them, Billiton owns the other. So, currently the country is open for resource development and this latest announcement by Cambior that they are going to invest $100 million developing the Gross Rosebel gold mine, the first modern gold mine in the country, is indeed very good news for Canarc. We think that has created an opportunity for us to be, if not the first, certainly one of the biggest gold miners in the country.

CEO:
What about experience in terms of the principals there, what kind of resources do you have on the ground?

BC:
We have two projects active within the country. At Benzdorp we have always maintained manpower at the camp even though it was dormant for a period of years and we also have an office and a house located in the capital city. So our full time staff in the country is four people and then when we get to field work as we have in the last few weeks we typically retain another four to eight people to do the exploration work on the property. Right now there are also two geologists on site. The other mine site Canarc has in the country is actually a small operating placer mine called Sara Creek and our Surinamese partner operates that on our behalf. He actually has over a 100 men on the mine site. They are physically producing about 10,000ounces of gold per year. 

CEO:
The company recently raised approximately CA$500,000, how might you employ those proceeds?

BC:
The bulk of those proceeds were intended for the next phase of exploration work at Benzdorp, principally an aggressive trenching program, a machine trenching program using both a bulldozer and a back hoe for between two and three dozen trenches in and around the known mineralized areas in an attempt to better define them for drilling and also in an attempt to connect them together, because if they actually form one big mineralized zone then we could be talking a ten to twenty million ounce target 

CEO:
How much might it cost to develop a play like this particular one and what now are some of the next steps?

BC:
The way we wish to unfold the potential at Benzdorp is to start with this three month trenching program, taking us to year end. Out of that will come a thousand or more samples of mineralization from these trenches. That will form the basis for an aggressive drilling program of between twenty and fifty drill holes next year and by year-end next year we hope to have the first significant gold resource outlined. Because of the style of mineralization, what we call a porphyry type gold deposit, there should be a very low strip ratio or very little waste compared to ore and again the scale of the target could be as much as ten to twenty million ounces. We are going to assume, for starters, that the target size is in the order of two million ounces, so that gives you the range of opportunity. 

CEO:
Of course this isn’t the only play the company has, how might you allocate resources to the opportunities?

BC:
We are spending a little bit of money doing some metallurgical work and a new scoping study on our main asset, the New Polaris mine site in northern British Columbia. The purpose of that program is actually to try and reduce the strike price of gold needed to put the project into production. We already have a significant gold deposit outlined there. There are several miles of underground workings, almost two hundred drill holes into this thing, and we have outlined a 1.3 million ounce resource at New Polaris. The problem has been that the resource, even though high-grade, was only economic at $350 gold or higher. With the revised metallurgy underway we are hoping that we can significantly reduce the anticipated capital and operating costs at New Polaris by as much as $10 or 15 million off of the capital costs, and up to $25 per ounce off the operating costs. This would then give us a strike price of $325 and allow us to go ahead and develop the mine. We should know the results of that metallurgical and scoping study by the first quarter of next year. 

CEO:
As you now look at the two areas you are focused on, New Polaris and in particular Benzdorp, what kind of costs might be associated with them and have you done any analysis on what your mining costs might be although it is still in the early stages?

BC:
It is early stages but you have to have an idea how to make money there even in the exploration stage. There is a very good example of the type of mine we wish to develop at Benzdorp located just a few hundred miles south in Brazil, it’s called the Brasilia mine, owned and operated by RTZ, the largest mining company in the world. The Brasilia mine has an extremely large but low-grade gold deposit, some 320 million tonnes grading  0.4 grams per tonne. So that is basically $4 rock, actually $3 rock if you calculate the net recoveries. Their operating costs are about $ 190 per ounce, which works out to $2 per tonne. So they are actual operating with a profit margin of $1 per tonne. Fortunately they move about 18 million tonnes of ore every year. So they make good profit even with the low-grade mining. Benzdorp’s average grades from all of our sampling to date, and we are talking about thousands of samples, is about three times higher than the Brasilia mine, so we think using the same mining methods as the Brasilia mine we could have a significantly higher operating profit margin. That is the rule of thumb we are using at this time. Obviously much more metallurgical work will be needed in the feasibility study down the road.

CEO:
Brad what kind of milestones should investors focus on and when are the results likely to be released from some of the activities at Benzdorp?

BC:
We should have our initial assays late this year and the final assays from this aggressive trenching program in January. That will really set the stage for both gains in the stock and the next phase of development work, which should be an aggressive drilling program throughout most of 2003. The benchmarks would be to look for news releases every two or three months, which would show the growing size of the project and ultimately if we can get to 5, 10 or 20 million ounces over the next 18 months then I think the game changes for us from being an explorer and a developer to being a company that is a take-over candidate.

CEO:
We have been speaking today with the Chief Executive Officer of Canarc Resource Corp. under the leadership of Bradford J. Cooke. The company trades on both the Toronto Stock Exchange under the symbol CCM and also on the Bulletin Board under the symbol CRCUF. It is a company that gives investors the opportunity to invest in an advanced gold mine development in Canada as well as a promising exploration play in Suriname. Brad, thanks for joining CEOcast today.  

BC:
Thank you. If I may have the last word, there is a way for investors to try and value the current shares of Canarc.  If you take our gold resource at the New Polaris mine and divide by the current market capitalization, you end up with about $8 to 9 per ounce in the ground and that gives no value to the huge upside potential at Benzdorp. So I think it is a very attractive way for investors to participate in the gold sector. They are protected on the downside by the tangible resource ounces at Polaris and yet do not have to pay for the huge upside of the ounces we expect at Benzdorp. With that, I would like to thank you very much for the interview.

CEO:
Brad, thanks for joining us today. This has been Michael Wachs for CEOcast...where Wall Street listens.

