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R e :  Precambrian S h i e l d  Resources  Ltd.  
(Caro l in  Mines Ltd :  Aurum - Idaho 

- Pipes tem P r o j e c t )  

OVERVIEW 

According t o  D r ,  E.W. Grove 's  r e p o r t  (see a t t achmen t )  
d r i l l  i n d i c a t e d  o r e  reserves are o n l y  200,000 t o n s  and n o t  
1,750,000 t o n s  as r e p o r t e d  by Precambrian S h i e l d  i n  t h e i r  
r e p o r t .  It is  d o u b t f u l  i f  a t  t h i s  tonnage mining o f  t h e  o r e  
would be  f e a s i b l e  even i f  a go ld  p r i c e  of  $200 and no inc remen ta l  
r o y a l t y  is assumed. But i t  would be  s p e c u l a t i v e  t o  assume a 
p r i c e  of go ld  above $140 /oz .  i n  making inves tment  d e c i s i o n s .  
A t  t h i s  p r i c e  t h e  company would pay roughly  $6.50 i n  inc remen ta l  
r o y a l t y  p e r  02. of go ld  o r  $1.00 pe r  t on  o f  o r e .  
would be  roughly  $ 1 3 / o z .  o r  $2 / ton  of o r e .  

T o t a l  r o y a l t i e s  

FINANCIAL ANALYSIS 

I f  t h e  r e p o r t e d  h i g h e r  grade  of  .157 o z . / t o n  o f  o r e  
is assumed one t o n  of o r e  would y i e l d  a gross  revenue o f  $20.00 
assuming a 90% recovery  (and a p r i c e  of go ld  of  $140/oz.  
Precambrian S h i e l d  p u t s  i n  a 2000/ ton p e r  day m i l l ,  a minimum 
inves tment  of around $20 Ph would be  r e q u i r e d .  I f  no f u r t h e r  
o r e  reserves are found t : h e  mine would be  d e p l e t e d  a f t e r  two 
and one-half  yea r s .  I f  a 3 y e a r  mine l i f e  is assumed and low 
c a p i t a l  c o s t  of 12% t h e  f i n a n c i n g  c o s t  would b e  $12.00/ ton o f  
ore.  This  i m p l i e s  t h a t  mining, t r ea tmen t  and overhead c o s t s  
have t o  be  below $8/ ton  of o r e .  'mat t h i s  w i l l  occur  is  v e r y  
doub t fu l  

If 

I n  1974 on ly  one B.C. underground mine had o p e r a t i n g  
c o s t s  below $8/ ton  of o r e  t r e a t e d .  



/ '  

2 .  

Mine 

Granduc Mine 

Opera t ing  Cost of S e l e c t e d  B. C. 
Underzround Mines 

p e r  ton of  o r e  

Capacity/Day 'Met a1 Mining Cost 
M i l l  

7500 cu  4.65 

Opera t ing  
c o s t  - - - ~  

12.75 

Graigmont Mine 5350 c u  3 .61  5.97 

Boss Mountain 1800 Mo 3.86 8.18 

Western Mines 850 Zn,Cu,Au,Ag 15.11 30 . 2  6 

Reeves McDonald 1000 Zn , Pb , Ag 8.28 11.76 

Anaconda B r i t a n n i a  3000 cu  5.81 lL5.25 

Source: S t a t i s t i c s  Canada Repor ts  

It i s  ve ry  d o u b t f u l  t h a t  Precambrian would incur' o p e r a t i n g  c o s t s  below 
$12/ ton  of o r e .  Th i s  would leave on ly  $8 f o r  a m o r t i z a t i o n  and prof i t : .  

I f  one assumes t h a t  t h e  c a p i t a l  c o s t  of  t h e  p r o j e c t  i s  
$20 Mn ( t h i s  i s  t h e  minimum, i n  a l l  l i k e l i h o o d  t h e  c o s t  w i l l  be  above 
$30 Mn f o r  a 2000 ton/day mine) and t h a t  t h e  c o s t  of f i n a n c i n g  e q u a l s  
15% b e f o r e  taxes ( t h i s  i s  ve ry  low a l s o )  t h e  company would r e q u i r e  o r e  
r e s e r v e s  of a t  l eas t  $3.8 Mn t o n s  g rad ing  .157 c)z. of go ld .  According 
t o  D r .  Grove t h e  p rospec t  of proving  t h i s  l a r g e  tonnage is  more than  
doub t fu l .  A smaller mine would i n c u r  h i g h e r  o p e r a t i n g  c o s t s .  N o r t h a i r  
Mines estimates t h a t  i t  w i l l  i n c u r  o p e r a t i n g  c o s t s  of $32/ ton  f o r  a 
300 ton/day  m i l l .  

CONCLUSIONS 
-_I____ 

From t h e  fo rego ing  a n a l y s i s  i t  appea r s  t h a t  t h e  e x p l o r a t i o n  
on t h e  Aurum Idaho and Pipestem w a s  uns~uccess fu l~ .  
i n t e r p r e t a t i o n  of  t h e  geology is  c0r rec . t  no f u r t h e r  money should  b e  
spen t  on t h a t  p r o j e c t .  I f  t h e  i n t e r p r e t a t i o n  of t h e  company i s  c o r r e c t  
d r i l l  i n d i c a t e d  r e s e r v e s  would have t o  be doubled b e f o r e  a mine would 
be f e a s i b l e .  
t h e  tonnage i n  t h e  area of t h e i r  recent.  d r i l l i n g  a c t i v i t y .  

I f  D r .  Grove 's  

It appea r s  t h a t  Precambrian doubts  t h a t  i t  can double  
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Precambrian’s  b1am:ing of t h e  inc remen ta l  r o y a l t y  f o r  t h e  
deferment  of b u l k  t e s t i n g  is :Like a d m i t t i n g  t h a t  t h e i r  go ld  p r i c e  
assumption i s  v e r y  s p e c u l a t i v e ,  as a t  a p r i c e  of $14o/oz. t h e  
incrementa l  royalty would n o t  be an impor t an t  d e c i d i n g  f a c t o r  
cons ide r ing  t h e  o t h e r  unknowns. 
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