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November 6, 1968 

Mr. P. M. K a v a n a g h 
V i c e P r e s i d e n t ^ E x p l o r a t i o n 
K e r r A d d i s o n G o l d M i n e s L t d . 
c/o G e o r g i a H o t e l 
V a n c o u v e r , B.C. 

D e a r P a u l : 

Re: Red M o u n t a i n A r e a - R o s s l a n d ; R. C. 

H e r e w i t h i s d a t a on t h e above 
p r o p e r t i e s as l i s t e d "below. 

P r e l i m i n a r y E v a l u a t i o n o f a P r o p o s e d C ons o l i d a t e d 
O p e r a t i o n , S c u r r y - R a i n b o w O i l L i m i t e d , Red M o u n t a i n 
M i n e s L t d . } Ros s l a n d , R. C ., F e b r u a r y 19, 1908 by 
Chapman Wood & G r i s w o l d L t d . 

S p r e a d S h e e t s h o w i n g g r o s s v a l u e o f o r e r e s e r v e s and 
n e t v a l u e o f o r e r e s e r v e s u n d e r t h r e e h e a d i n g s , S c u r r y -
R a i n b o w , T o r w e s t and C o n t i n e n t a l M c K i n n e y . 

B a c k u p n o t e s f o r t h e T o r w e s t c a l c u l a t i o n and a l s o 
t h e C o n t i n e n t a l M c K i n n e y c a l c u l a t i o n . 

I t w i l l be i n o r d e r f o r yo.u t o 
z e r o x t h e Chapman Wood R e p o r t and r e t u r n same a t y o u r 
e a r l y c o n v e n i e n c e f o r o u r f i l e s . Y o u may r e t a i n t h e 
o t h e r d a t a . 

The S t . E l m o , G o l d e n Queen, S u r p r i s e , 
N o v e l t y , . G e r t r u d e , C o n s o l i d a t e d S t . Elmo and C l i f f m i n e r a l 
c l a i m s a r e h e l d f o r p r a c t i c a l p u r p o s e s 70/30 "by S c u r r y and 
M c K i n n e y . . 

S c u r r y have e f f e c t i v e c o n t r o l , o f 
C a s c a d e Molybdenum w h i c h owns t h e G i a n t and o t h e r m i n e r a l 
c l a i r s . Red M o u n t a i n owns t h e e t h e r c l a i m s s e t o u t on t h e 
Chapman Wood d r a w i n g . 



- 2 - November 6, 1968 
/ * 

We are a l s o e n c l o s i n g McKinney's 
7 t h A nnual Report which nas a r e a s o n a b l e c l a i m map of the 
a r e a . 

May I suggest you d i s c u s s t h i s 
p r o p e r t y w i t h Mr. H. B r o d i e H i c k s , V i c e P r e s i d e n t , O p e r a t i o n s 
of C o n s o l i d a t e d Canadian Faraday C o r p o r a t i o n who are the 
o p e r a t o r s of Red Mountain. 

Yours v e r y t r u l y , 

CONTINENTAL McKINNEY MINES LIMITED (N.P.L.) 

JERW/m 
Ene . 

Pre s i d e n t 



K E R R A D D I S O N M I N E S L I M I T E D 

4 4 K I N G S T R E E T W E S T 

T O R O N T O 1, O N T A R I O P ffil 

November 13, 1968. 

Mr. J . E. R. Wood, 
Continental McKinney Mines Limited, 
506 - 5^0 Burrard Street, 
Vancouver 1, 8. C. 

Dear Jerry: 

Enclosed Is the Chapman report which you wished me to return. 

Since seeing you In Vancouver i have consulted with the 
Noranda Sales people re molybdenum, and I have had lunch with Brodie 
Hicks and John Cormte. 

The Noranda Sales people are not happy about future 
molybdenum prices. 

Brodie advised that one of the main obstacles to any re
vised arrangements re production from Red Mountain has been the 
unreal ist ic position taken by the Torwest people, who after a l l 
presently have 60% of Red Mountain. 

John Cormle commented that more reserves could probably 
be developed In the Red Mountain property but he declined to give 
any def inite order of magnitude. In this respect I remember you 
to say that Chapman was optimistic about more reserves, but I note 
that he makes no comment to that effect In his report. The picture 
he presents, using the known reserves, would have no attraction 
for us. 

Having everything In mind, before we would consider whether 
or not to take any further interest In this proposition we would want 
to know what Torwest would consider Its 60% worth in an overall 
amalgamation arrangement. Perhaps you could obtain that Information 
for us and let me know. 

It was good to be talking to you again. 

Yours sincerely, 

Paul M. Kavanagh 
Vice-President - Exploration. 

PMK:br 
cc: W.M. Sirola 
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A t the reques t of M r . P e t e r A b t , E x e c u t i v e V i c e - P r e s i d e n t , S c u r r y - R a i n b o w 

O i l L i m i t e d , the f i r m of C h a p m a n , Wood &i G r i s w o l d L t d . has made a 

p r e l i m i n a r y eva lua t ion ox a p r o p o s e d conso l ida ted opera t ion between S c u r r y -

R a i n b o w and R e d M o u n t a i n M i n e s L t d . nea r R o s s l a n d , B . C . 

R e d M o u n t a i n M i n e s L t d . c o m m e n c e d p roduc t ion f r o m i t s p r o p e r t i e s i n June 

19 66 at a m i l l i n g ra te of a p p r o x i m a t e l y 400 tons pe r day. A s at the end of 

1967 they have p roduced a r epo r t ed 1,968, 302 pounds of concent ra te c o n t a i n 

i n g a p p r o x i m a t e l y 997, 000 pounds of m o l y b d e n u m . G r o s s m e t a l sa les a r e 

r e p o r t e d as a p p r o x i m a t e l y $1 , 986, 800 or about $ 1 . 90 per pound. 

The m i n e r a l i z e d zones c o n t r o l l e d by S c u r r y - R a i n b o w l i e i n two a reas 

approx imate ! - ' S00 feet apar t i n a nor theas t t r e n d i n g l i n e about I0GG feet east 

of the p resen t R e d M o u n t a i n pi t opera t ions ( C W & G L t d . D r a w i n g N o . 937). 

The R e d M o u n t a i n m i l l and t a i l i n g s pond i s l oca t ed about h a l f a m i l e downs lo 

to the n o r t h of the p i t . 

Our eva lua t ion of the m i n e r a l i z e d zones i s based on r e s u l t s of d r i l l i n g to cat 

fu rn i shed by M r . A . A l l a n of S c u r r y - R a i n b o w and M r . J . M . C o r m i e of 

M e t a l M i n e s L t d . 

M e s s r s . G . M . K u r d and J . A . Wood of C h a p m a n , Wood G r i s w o l d L t d . 

v i s i t e d the T o r o n t o office of M e t a l M i n e s L t d . on J a n u a r y 24, 1968, at w h i c i 

t i m e ore r e s e r v e data and p r o d u c t i o n r e c o r d s of R e d M o u n t a i n M i n e s L t d . 

were made a v a i l a b l e by M r . C o r m i e . 



The purpose ox th is eva lua t ion i s to p rov ide a b a s i s for d e c i s i o n on the 

a d v i s a b i l i t y of en te r ing in to negot ia t ions w h i c h would consol ida te under one 

opera t ing ent i ty the v a r i o u s m o l y b d e n u m b e a r i n g m i n i n g p r o p e r t i e s i n the 

R o s s l a n d a r e a p r e s e n t l y c o n t r o l l e d - s epa ra t e ly by S c u r r y - R a i n b o w G i l L i m i t e d 

and R e d M o u n t a i n M i n e s L t d . 

( 



II 

S U M M A R Y A N D C O N C L U S I O N S 

P r e l i m i n a r y eva lua t ion i n d i c a t e s a f t e r - t ax p ro f i t s of $3 , 504, SCO f r o m 

an a s s u m e d conso l ida ted opera t ion of R e d M o u n t a i n M i n e s L t d . and 

S c u r r y - R a i n b o w O i l L i m i t e d m o l y b d e n u m p r o p e r t i e s nea r R o s s l a n d , 

3 . C . over an opera t ing p e r i o d of s i x y e a r s . 

T h i s e s t ima ted p ro f i t does not p r o v i d e for a m o r t i z a t i o n of e i the r 

c ap i t a l i nve s t me n t to date by the i n t e r e s t e d pa r t i e s n o r of the 

add i t i ona l i nves tmen t of a p p r o x i m a t e l y S I , 800, 000 w h i c h would be 

r e q u i r e d to expand and conso l ida te the ope ra t ions . 

The d e r i v a t i o n of p r o f i t a b i l i t y from, such an opera t ion i s based on 

the f o l l o w i n g a s sumpt ions and c o n t r o l s : 

a) R e d M o u n t a i n continues to t rea t i t s own r e s e r v e s at the 

e x i s t i n g ra te of 400 tons pe r day (144, 000 tons pe r year) 

u n t i l June 1, 1969. 

b) T a x - f r e e p e r i o d f o r R e d M o u n t a i n p r o d u c t i o n ends June I , 1969. 

•c) C o n s o l i d a t e d opera t ion s ta r t s June 1, 1969 at a ra te of 1000 

tons pe r day (360, 000 tons pe r y e a r ) . M i n i n g d u r i n g the 

subsequent t h r e e - y e a r p e r i o d would be 500 t . p . d . from, a 

R e d M o u n t a i n p i t and 500 t . p . d. f r o m S c u r r y - R a i n b o w ' s 

G i a n t - N o v e l t y p i t . 

d) The t ax - f r ee p e r i o d for S c u r r y - R a i n b o w ores i s June i , 1969 

to June 1, 1972 app l i ed to a p r o d u c t i o n ra te of 500 tons pe r 

day (180, 000 tons per y e a r ) . 

3 



;) Sa les p r i c e for molybden i t e concent ra te w i l l r e m a i n constant 

at $ 1 . 7 4 Canad ian p e r pound of contained m o l y 

f) C a p i t a l i nves tmen t r e q u i r e d for expans ion and c o n s o l i d a t i o n 

of tine opera t ions i s : 

M i n i n g equipment 
M i l l expans ion 
Wa te r supply and t a i l i n g s 
W o r k i n g c a p i t a l (3 months) 

T o t a l 

$ 600,200 
760 ,000 

85,000 
360,000 

$ 1 , 8 0 5 , 2 0 C 

3. Our e s t ima te of m i n e a b l e r e s e r v e s at J a n u a r y I , 1968 i s : 

a) R e d M o u n t a i n M i n e s 959, 800 tons © 0. 338% M o S ? 

b) S cu r r y - R a i n b ow: 

G i ant - N o v e It y 

Go lden Queen-St . E l m o 

T o t a l conso l ida ted r e s e r v e s 

778, 500 tons © 0. 340% M o S z , 
0. 0 58 o z / t A u 

237, 000 tons ® 0. 27 3% M o S ? , 
0. 002 o z / t A u 

1, 975, 300 tons @ 0. 331% M o S 2 , 
. 0. 023 o z / t A u 

R e s p e c t f u l l y submi t t ed , 

C H A P M A N , W O O D & G R I S W O L D L T D , 

K . J . Toohey; 
Ge olocdst 

E . P . Chapman J r . 
P r e s i d e n t 

F e b r u a r y 19, 1968 

C.-IAPVA,'. W G G O C " 4 



i n 

R E S E R V E S 

G I A N T - N O V E L T Y A R E A 
G O L D E N Q U E E N - S T . E L M O A R E A 

Our p r e l i m i n a r y es t ima te of m i n e a b l e r e s e r v e - i s ; 

1. G i a n t - N o v e l t y A r e a 

773, 500 tons g rad ing 0. 340% M0S2, 0. G5S oz . A u / t c n 

2. G o l d e n - Q u e e n - S t . E l m o A r e a 

237, 000 tons g rad ing 0. 273% M0S2, 0.002 oz . A u / t o n 

3. T o t a l m i n e a b l e r e s e r v e s 

1, 015, 500 tons g rad ing 0. 324% M o S z , 0 .C45 oz . A u / t o n 

The r e s e r v e es t ima te was d e r i v e d f r o m d iamond core a s s a y s , p l an of d r i l l 

c o l l a r ' l o c a t i o n s and d r i l l c o l l a r e leva t ions fu rn i shed by M r . A . A l l a n of 

S c u r r y - R a i n b o w O i l L i m i t e d . 

G e o l o g i c mapp ing i n d i c a t e s a r e l a t i v e l y b a r r e n c o m p l e x of d i o r i t e i n the 

f o r m of a n o r t h - s o u t h t r e n d i n g d ike s y s t e m c o m p r i s i n g about 15% of the 

sur face a r e a . C o r e logg ing has not p r o g r e s s e d to the point where a 

quant i ta t ive c o n c l u s i o n m a y be made as to the amount of th i s m a t e r i a l that 

would be p re sen t i n the s u b - s u r f a c e . . 

Me thods and C o n t r o l s 

a) Sec t ions n o r m a l to the s t r u c t u r a l and outcrop t r e n d were cons t ruc t ed 

to give the bes t m e a n fi t between d r i l l h o l e s . S e c t i o n i n t e r v a l s were 

l i m i t e d to 40 to 60 feet to m o r e c l o s e l y co inc ide w i t h g e n e r a l pa t t e rn 

of d r i l l ho le s p a c i n g . 

b) P r o j e c t i o n s ox m i n e r a l i z e d zones were l i m i t e d to 25 feet beyond 



the d r i l l ho le i n t e r c e p t i n the h o r i z o n t a l plane except where there i s 

s t rong i n d i c a t i o n of cont inu i ty between ho les spaced m o r e than 50 

feet apa r t . 

P r o j e c t i o n s of m i n e r a l i z e d z o n e s between sec t ions w e r e c a r r i e d to 

the h a l f d i s tance between sec t i ons ; a s s u m i n g be t te r cont inu i ty of 

m i n e r a l i z a t i o n p a r a l l e l w i t h the d ike t r e n d . 

M i n e r a l i z e d zones w e r e c l a s s i f i e d a c c o r d i n g to contained m e t a l s 

and grade r e l a t e d to an a s s u m e d mnning and m i l l i n g cost of 

$ 3 . 7 5 pe r ton of o r e . 

The grade cut-offs thus e s t a b l i s h e d are : 

M i n e and m i l l - 0. 23% M0S2 equ iva len t 

M i l l i f i n pi t path - 0 .14% M o S 2 equ iva len t 

The c l a s s i f i c a t i o n s a r e : 

C l a s s C ontained M e t a l s De s c r in t io r . 

I M o , A u M i n e and m i l l at a p r o f i t 

II M o , A u . M i l l at a p ro f i t i f i n p i t path 

III M o , A u , C u M i n e a n d ' m i l l at a. p ro f i t i f 
C u i s r e c o v e r e d 

IV M o , A u , C u M i l l at a p ro f i t i f i n pi t path 
and C u i s r e c o v e r e d 



T A B U L A T I O N O F R E S E R V E S 

G I A N T - N O V E L T Y 7.: 

C o m b i n e d 
M o S ? A u M e t a l s T o t a l V a l u e 

C l a s s Tor. 5 % o z / t o n S / ton i n P l a c e 

I 642, 500 .406 . 043 7 .33 
II 245, 600 .165 .099 5. 16 

A v e r a g e . 340 .053 7. 09 
T o t a l 

L e s s 
M i n e a b l e 
Waste 

883, 100 
109.600 (not i n p i t path) 

2 ,933 ,000 ( i n c l . 15% contingency) 

O r e to waste r a t i o 1:3.7 

So, 29 5, 200 
417 ,900 

557^77300 

G O L D E N Q U E E N - S T . E L M O Z O N E 

C l a s s Tons 
M o S ? 

% ~ 
A u 

o z / t o n 
C u 
% 

C o m b i n e d 
M e t a l s 
$ / ton 

T o t a l V a l u e 
i n P l a c e 

' I 147,000 . 379 .001 .115 $ 6 . 9 1 
II S3,GOO . 184 . CGI . 134 -3.76 
III 5,400 .121 T r . . 443 4 . 21 
I V 36,900 . 087 . 005 . 263 3. 90 

A v e r a g e 
T o t a l 

L e s s 
M i n e a b l e 

277,300 
40 ,300 

~2T7~C00 

. 273 .00*2 " 4 .61 
S I , 2 7 7 , 2 0 0 * 

109,700 
S i , 1 6 7 , 5 0 0 

Was te 1 ,010,850 ( i n c l . 15% contingency) 

O r e to waste r a t i o 1:4. 3 
* C u v a l u e s dele ted - a s s u m e d not e c o n o m i c a l l y r e c o v e r a b l e 

C O M B I N E D 

O r e 
Was te 
T o t a l 

Tons S V a l u e / ton 
T o t a l V a l u e 

In P l a c e 

3 , 015, 500 6.937 
3 ,943 ,900 
4, 964 ,400 (to b r e a k , l o a d and haul) 

$7 ,044 ,SCO 

O v e r a l l ore to waste r a t i o 1:3.9, say 1:4 

WO!>£> <• CF-iiivvs-.i ITS. 7 



;| •. T A B U L A T I O N O F R E S E R V E S 

(continued) 

II 4 . " P R O J E C T E D T R E A T M E N T R A T E - 1,015, 500 tons ore 
|i 

1000 t . p . d . m i l l e d 350 d a y s / y e a r - 2.9 y e a r s 
i! . 500 t . p . d . m i l l e d 350 d a y s / y e a r - 5.8 y e a r s 

• V l 

C M A W * N WO 0 0 (i GAISVVOLfi »* 



IV 

R E S E R V E S 

R E D M O U N T A I N M I N E S D T D . 

1, Tabu la t i on of Zones 

S V a l u e 
il " ' Zone T ons % © S i . 74 fit. 

'i 
:i 

i 

M a i n A 
U p p e r A 
Dower 3 
C 

525,360 
I00-, S70 
390,413 
17 6, 957 

. 379 

. 331 

. 320 

. 263 

$3, 323, 
558, 

2, 036, 
775, 

000 
000 
c 0 0 
900 

!! 
•A 
;• 

1, 193, 600 . 338 So, 743, 700 

I 2.' P r o d u c t i o n to end of 1967 233, 80 5 tons m i l „ed 

1 3. R e s e r v e s at end of 1967 959 ,795 , say 959 , 30C tons 

A 

Ij P r o j e c t e d m i n e l i f e i r om j anua r y i 9od 

j' 

i 

a) at 1C00 tpd 

b) at 500 tpd 

m i l l e d , 350 

m i l l e d , 350 

days pe r yea r = 

days pe r yea r = 

2. 7 y e a r s 

5. 5 y e a r s 

5. E s t i m a t e d va lue of r e s e r v e s r e m a i n i n g at J a n u a r y 1968 

0. 338% M o S 2 ( 0 . 20 3% Mo) 
ii • • 

;;• • (. 203% Mo)(20 l b . /ton)(80% R e c o v e r y ) ( $ i . 74 / Ib . ) 

= S5. 65 per ton 

jj. 959, 800 tons @ $5 . 65 / ten = $ 5 , 4 2 2 , 3 9 0 , say $5, 422, 900 

Ij, 6, E s t i m a t e d p roduc t i on , J a n u a r y 1963 to June 1969 

540 days @ 400 tpd m i l l e d = 216, 000 tens 
;j 
I; . , 

| 7, E s t i m a t e d m e t a l s a l e s , J a n u a r y 1963 to June 1 9 6 9 ( © $ 1 . 7 4 C a n . / I b . M o ) 
i ; . 

216, 000 tons © $5. 65 / ton = $1 , 220, 400 
i> 

•j 
!'• 3. E s t i m a t e d r e s e r v e s at June 1, 1969 

743, 300 tons at an a s sumed grade of . 33S M o S 2 

743, 800 tons @ $5 . 65 / ton = $4, 202 ,470 . 



M I N I N G 

C A P I T A L A N D O P E R A T I N G C O S T S 

;• P r e l i m i n a r y e s t ima tes of c ap i t a l and opera t ing costs have been p r e p a r e d for 

a conso l ida ted opera t ion m i n i n g f r o m two p i t s . The equipment spec i f i ed i s 

an es t imate of r e q u i r e m e n t s to operate one pit on the R e d M o u n t a i n ho ld ings 

and one pi t on the S c u r r y - R a i n b o w h o l d i n g s . We have a s sumed that hau l ing 

' f r o m both p i t s would be done by company-owned t r u c k s . 

i 

P r o v i s i o n has been made for de fe r r ed a c q u i s i t i o n of one front end l e a d e r and 
I-' 

one u t i l i t y p i ckup t r u c k . 

r 

|] T r u c k pu rchase p r i c e would be subject to a v a i l a b i l i t y and cond i t i on . C u r 

p r i c e i s based on uni t s p r e s e n t l y ava i l ab le i n V a n c o u v e r . 
:! 

•]'. 

• C A P I T A L C O S T S 
i . 

1. M o d e l A T D 3100 A i r - T r a c and P R 123 d r i l l S 28,000 
1 . 600 c fm c o m p r e s s o r 30,000 
2 M o d e l 988 front end l o a d e r s (5f cu . y d , capaci ty) 

@ $90, CO (1 -unit de f e r r ed acqu i s i t ion) 130,000 
6 U s e d 35-ton Hau lpak t r u c k s 

© $36,COO (pur cnase or l ease — purchase) 
(4 ope ra t ing , 2 standby) 216,000 

'1 Cat D 7 E D o z e r 53,000 
2 U t i l i t y p i ckup t r u c k s (3 /4 ton) 

© S3, 600 (1 unit de fe r r ed acquis i t ion) 7, 200 
1 l '^ - ton fiat bed s e r v i c e ' t r u c k w i th w e l d i n g 

and m i s c e l l a n e o u s r e p a i r equipment 7 ,000 
1 U s e d m o t o r g rade r 20, 000 

546,200 
Cont ingency , 10% 34, 0 

$600,200 

GhiA,V"/*N W 9 0 Q OHIWHGLZ. UTO. ^0 



O P E R A T I N G C O S T S g 1000 T " D M I L L E D 

Our es t imate ox opera t ing costs i s b a s c c i n par t on p resen t costs expe r i enced 

at R e d M o u n t a i n M i n e s L t d . , costs r epor t ed f r o m s i m i l a r opera t ions and 

haulage by company-owned or l e a s e d t r u c k s (see appendix) . 

C o s t 
pe r ton 

ore 

B r e a k i n g , l oad ing s tockp i l e and waste , 
$0 . 22 / ton ore T waste 

(4, 964, 350 tons ore -f waste)fS0. 22) 
1 ,015,500 tons ore $1 ,075 

H a u l i n g 

(4, 964, 350 tons ore + waste)(S0. 044) 
1,015, 500 tons ore 0. 215 

T o t a l , -mining and hau l ing $1 ,290 

II 
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M I L L - I X C 

O P E R A T I N G A N D C A P I T A L C O S T S 

A de ta i l ed a n l a y s i s of c ap i t a l and opera t ing cos ts t< o en large the p resen l 

R e d M o u n t a i n m i l l i s not w i t h i n the scope of -his p r e l i m i n a r y r e p o r t . 

We have the re fo re d rawn l a r g e l y upon s tudies by S t e a m s - R o g e r Canada 

K i l b o r n E n g i n e e r i n g L t d . , and a r epo r t by H . S r o d i e H i c k s , P . E n g . , 

M a n a g i n g D i r e c t o r , R e d M o u n t a i n M i n e s L t d . dated F e b r u a r y Z i , 1967. 

C A P I T A L C O S T S - E X P A N S I O N T O 1000 T P D 

A C o m p a r i s o n o f E s t i m a t e s 

,tc. , 

t e a rn s -RoTre r 
K i l b o r n 

S939, 100 : :

; 1500 tpd 
say $750,000 $925 ,000* $615,000 

' E x t r a p o l a t e d f r o m an es t ima te by W r i g h t E n g i n e e r s 
L t d . , for i n c r e a s i n g capac i ty f r o m 400 to 600 tpd 

It would appear that an average of the above e s t ima te s 

i s r easonab le to a s s u m e , 

say $760 ,000 . 

O P E R A T I N G C O S T S - 1000 T P D 

S t e a m s - R o g e r til cks 

K i l b o r n 

S2 . 30 $2 . 28* $ i . S 2 

^ E s t i m a t e d by m i n e m a n a g e r , 
R e d M o u n t a i n M i n e s L t d . 

H e r e again an average would appear to be 

r easonab le to a s s u m e , 

say $2 . 13 per ton o re . 

12 



V I I 

M I S C E L L A N E O U S C A P I T A L C O S T S 

Wate r Supply 
P r e s e n t water supply i s p r o b a b l y in su f f i c i en t 
for an expanded ope ra t ion . A n addi t ion to 
the p resen t s torage capac i ty of the c i t y of 
R o s s l a n d would p r o b a b l y be r e q u i r e d , say $50 ,000 

T a i l i n g s D i s p o s a l 
P r e s e n t t a i l i n g s pond and d a m at R e d 

' M o u n t a i n M i n e s L t d . p r o b a b l y not suff ic ient 
for an expanded ope ra t ion , say 3 5, 000 

T o t a l m i s c e l l a n e o u s cos ts $35 ,000 

13 



VIII 

M I S C E L L A N E O U S O P E R A T I N G C O S T S 

1, P r e s, C o s t s £5) 400 too 

M a r k e t i n g 
G e n e r a l 
A d m i n i st r a t i on 

T o t a l 

$0 .02 
0. 56 
0.4 3 

ion C - G' 

•p ro j ec t ed to 1000 tpd 

( I . 0 1 ^ 1 . :5%)/40Q tpd) 
1000 rod 0. 4646 

say 0.47 pe r ton of ore 

2. T o t a l M i s c e l l a n e o u s O p e r a t i n g C o s t s 
j: 

$ 0 . 4 7 / t c n ore m i l l e d © 1G0C tpd . 

Ill 
ii 
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I X 

E C O N O M I C C O N S I D E R A T I O N S 

Our a n a l y s i s of p r o f i t a b i l i t y from, a conso l ida ted opera t ion i s based o; 

the f o l l o w i n g a s sumpt ions : 

a) D e p r e c i a b l e asse t s 

R e d M o u n t a i n - a s s u m e d $1 , 200, OCG 

S c u r r y - R a i n b o w - 100% of mine and m i l l c ap i t a l costs to 

expand p r o d u c t i o n to 1000 tpd m i l l e d 

b) P r e p r o d u c t i o n expense 

S c u r r y - R a i n b o w - $150, 000 

c) B e g i n n i n g date of conso l ida ted opera t ion - June 1, 1969 

d) T a x - f r e e p e r i o d - R e d M o u n t a i n M i n e s - June 1, 1966 to 
June 1, 1969 

e) T a x - f r e e p e r i o d - S c u r r y - R a i n b o w - June 1, 1969 to 

•J une 1, 19 7 2 

The f o l l o w i n g are e s t ima te s used : 

a) Ope ra t i ng and cap i t a l cos ts as out l ined i n sec t ions V , V I , 

VII and VIII 

b) Income from, m e t a l sa les (Red Mounta in) for the p e r i o d 

J a n u a r y 1, 196S to June 1, 1969 i s e s t ima ted f r o m 

p resen t p r o d u c t i o n rate and average grade 

c) Recen t r e v i s i o n s to the 3 . C . p r o v i n c i a l t ax on n a t u r a l 

r e s o u r c e s w i l l i n c r e a s e t o t a l taxes on i n c o m e by an 

amount w h i c h cannot be d e t e r m i n e d u n t i l de ta i l ed cash

f low p ro j ec t i ons a re p o s s i b l e . The p robab le a p p r o x i m a t e 

effect of th i s i n c r e a s e i s i n c l u d e d i n our a n a l y s i s . 

lb 



d) M o l y b d e n u m m e t a l sa les a re e s t ima ted at S i . 74 Canad ian 

pe r pound of M o contained i n a molybden i te concentra te 

The r e c o v e r y i s e s t ima ted as 80% 

ej G o l d m e t a l sa les a re e s t ima ted at $38 .00 Canadian pe r 

ounce r e c o v e r e d f r o m a molybden i te concen t ra te . 

E s t i m a t e d r e c o v e r y i s 64% based on p r e l i m i n a r y 

m e t a l l u r g i c a l t e s t s . 

3. S u m m a r y of opera t ing and c a p i t a l cos ts to expand presen t opera t i c : 

to 1000 tons pe r day m i l l capac i ty : 

Ope ra t i ng Cos t 
r;er ton ore C a p i t a l Cos ' 

M i n i n g $1 ,29 $ 600,200 
M i l l i n g 2. 13 760, 000 
Wa te r supply 0 .03 50,000 
T a i l i n g s d i s p o s a l 0 .10 35,000 
M a r k e t i n g ) 
G e n e r a l expense ) 0 .47 
A d m i n i s t r a t ion ) 

W o r k i n g cap i t a l - 3 months 360, 000 

T o t a i . $4. 02 $1 , 805, 200 

4 . R e d M o u n t a i n M i n e s - p r o j e c t i o n of p r o f i t a b i l i t y p r o d u c i n g t ax - f r ee 

o r e s , June 1, 19 66 to June 1, 1969". 

June I , 1966 to D e c . 31, 1966 (reported) $ 376,300 
J a n . 1, 1967 to D e c . 31, 1967 (reported) 464 ,300 
J a n . 1, 1968 to June 1, 1969 

(es t imated © . 333% M c S 2 ) $ 1 , 2 2 0 , 4 0 0 
L e s s : 

p r o d u c t i o n cost $864 ,000 

r o y a l t i e s 60, 600 924, 600 295, SCO 

T o t a l \ $1 , 136,400 

16 



C o m b i n e d Opera t ion - p r o j e c t i o n of p r o f i t a b i l i t y p r o d u c i n g t ax - f r ee o res 

f r o m G i a n t - N o v e l t y pi t and taxable o res from. Rod M o u n t a i n p i t , June 1, 

1969 to June 1, 1972, and taxab le ores f r o m a l l pi ts June I , 1972 to 

June .1, 197 5; 

R e d M o u n t a i n S cu r r y - Ha inb o \v 

a) G r o s s m e t a l sa les $4, 202, 500 $7, 044, 800 

b) Cos t of p r o d u c t i o n 2 ,990 ,000 4 , 0 8 2 , 5 0 0 

c) Opera t ing p ro f i t 1 ,212,500 2,962 ,500 

d) Taxab le p ro f i t 

D e p r e c i a b l e asse t s I , 200,000 1, 360,200 
P r e p r e d u c t i o n expense bw, 300 150, 000 

T o t a l deduct ions I , 288, 800 1, 510, 200 
Ne t taxable p ro f i t 

F o r i n c o m e (-74, 300) 722, 800* 
F o r P r o v . M i n i n g T a x I , 212, 500 

e) Income plus m i n i n g tax 132, 000 313, 000 

f) P r o f i t af ter t ax 1 ,030,500 2 ,649 ,500 

g) R o y a l t i e s (. 20)(. 85)(f) 175,200 

h) Net p r o f i t 855, 300 ' 2, 649, 500 

i) C o m b i n e d net p ro f i t S3, 504, 80 0 

* ( 3 6 ) ( S y 4 4 5 , 6 . 0 0 ) = $ 7 2 2 > 8 0 0 

17-
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A P P E N D I X 

ii " 
P R E L I M I N A R Y A N A L Y S I S C P H A U L O P E R A T I N G C O S T S 

1. 3 y cont rac t @ $0 .45 per ten ore {beginning June 1, 1909) 

S c u r r y - R a i n b o w r e s e r v e s , I , 01 5, 500 tons S.45 S457, COO 
R e d M o u n t a i n r e s e r v e s 745, SCO tons © $.45 354, 700 

T o t a l h a u l cos t to m ine p resen t r e s e r v e s $791,700 

2. 3 y company owned 35-ton t r u c k s 

The Opt imum use and s i ze of t r u c k s i s l a r g e l y dependent on 

i r o t v enci ioac.cr w o r x capac i ty anc t rucX nau i Gist an c e. 

A n a l y s i s of these f ac to r s i nd i ca t e s that 2 35- ton t r u c k s 

\: . opera t ing and 1 35-ton t r u c k on standby wou ld be r e q u i r e d 

i n each pi t a r e a to obtain m a x i m u m use of a ~>\ y a r d capac i ty 

front end l o a d e r 

!' • . a ) SJr.yard l oade r - effective tons-ner hour 

r~"\ (capaci ty) ( f i l l factor) ( m a t e r i a l wt. / y d . ^) t t , to-s/b*-c 
(5. 5) (.87) (1 .4 tons) ' ^ 

c y c l e s to load 35- ton t r u c k 5. 21 

c y c l e s per hour 9^ 

|i • p roduc t ion (6. 72 x 96) or 
!i 5160 t o n s / 8 n r . shift 645 t o n s / h o u r 
is 

b) 35-ten -.rucks - hau l p roduc t ion 

d i s t ance , one way 2600 feet 
. |! t i m e ; 

haul I . o minu te s 
- jj r e t u r n . 1. 0 minute 

f ixea t ime , 3. 3 minu tes 
cyc le t i m e , 5.S minu te s 

it 
t r i p s pe r hour 10. 34 t r i p s 
tons pe r t r i p 35 tons 

. P r o d u c t i o n - tons, pe r hour : 
[j • 100% a v a i l a b i l i t y 362 tons per hour 

87% a v a i l a b i l i t y 315 tons per hour 

. •'• One l o a d e r - 645 t o n s / h r . > Two 35- ton t r u c k s - 630 tons /h r , 
i j ii .. • '. 

..' . '- --J 
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c) Opera t ing l a b o r 

4 opera to r s @ $23.00 per day $112.00 

d) Ma in tenance l a b o r 

2 m e c h a n i c s © $23. 00 per day 56. 00 

e) Fue 1, l u b r i c a t i on, t i r e s , main tenance 

5 hou r s © $3. 00 pe r opera t ing hour 24. 00 
192. 00 

Cont ingency , 15% " 23.00 
$220.00 

Cos t per ton waste + ore hau led (© 5000 tpd) $C. 044 

19 



C O N T I N E N T A L Mc KINNEY MINES L I M I T E D ( N . P . L . ) 

P o s s i b i l i t y o f J o i n t Ve n t u r e , R e d M o u n t a i n , C a s c a d e & M c K i n n e y 

G r o s s V a l u e o f Ore R e s e r v e s 

R e d M o u n t a i n 

G i a n t - N o v e l t y 

G o l d e n Q u e e n - S t . E l m o 

N e t V a l u e o f Ore R e s e r v e 

Rod M o u n t a i n 

G i a n t - N o v e l t y 

G o l d e n Queen - S t . E l m o 

T o n n a g e 

692,300¬

934,726 

237,000 

2,064,026 

892,300 

93^,726-

237,000 

2,064,026-

SCURRY-RAINBOW O I L L I M I T E D 
P e r c e n t a g e 

$ P / T o n $ V a l u e 3y Ton By V a l u e 

$5-52 

$5-57 

$4.43 

$1.50 

$1-55 

$0.39 

$ 4 ,925 ,496 . 

5,203,551¬

1,049,910-

$1; ,175,957-

$ 1,338,450. 

1,444,943¬

92,430¬

$ 2.875,^23-

^3-2 44.1 

^5-3 ^6.5 

11-5 9>4 

100.Oft 100.Oft 

46.5 

50.3 

3-2  

100.Oft 

T o n n a g e 

892,300 

778,500 

237,000  

1,907,800 

892,300 

778,500 

237,000  

1,907,800 

TORWEST 

$ P / T o n $ V a l u e 
P e r c e n t a g e 

B y T o n By V a l u e 

$5-98 

$6.01 

$4.43 

$2.73 

$1.99 

$0.39 

$ 5,335,954. 46.8 48.2 

4 ,678 ,7«5 . ^ ° * 8 42.3 

1,049,910- 12-4 9-5 

$11,_064,649. A ^ Q l IPQ---Qj 

$ 2,435,979 

1,549,215 

92,430 

$ 4,077,624 

59-7 

38.0 

2-3 

T o n n a g e 

892,300 

778,500 

237,000  

1,907,800 

C O N T I N E N T A L M c K I N N E Y MINES L I M I T E D ( N . P . L . ) 
. P e r c e n t a g e 

892,300 

778,500 

237,000 

100-Oft ,1^907,800 

.$ P / T o n $ V a l u e B y Ton B y V a l u e 

$5-98 

$7-42 

$4.43 

$2.73 

$3-40 

$0.39 

$ 5,335,954. 

5 ,776,470. 

1*049,910. 

46.8 

4o.t3 

12.4 

43-9 

47-5 

8.6 

$12^l62_,_3_3^._ 100.0ft 100.Qfl 

$ 2,435,979 

2,646,900 

92,430 

$ 5,175,309 

47-3 

51.1 

1.8 

100.Oft 



506 - 540 Burrard Street 
Vancouver I, B.C. 

Telephone 685-7374 
(Area Code 604) 

%3l F 
CONTINENTAL M C K I N N E Y M I N E S L I M I T E D a u ~ u <* • 

( N O N - P E R S O N A L L I A B I L I T Y ) 

November 13, 1968 

iVOV 18 79sg 

D r . P a u l M. Kavanagh 
V i c e - P r e s i d e n t - E x p l o r a t i o n 
K e r r Addison Mines L i m i t e d 
S u i t e l 6 0 0 , kk K ing S t r e e t West 
Toronto 1, Onta r io 

Dear P a u l : 

y... ..s.-
E.F. 

R.D.S. 
3 ac.B. >f 

i (G.W.M. 
. fR.0iM. 
I vfcOf. 
I SJB.S. 
I fiLP.fi. 

Thank you f o r your l e t t e r of 
Novembe r 13th w i t h enclosure of the Chapman rep or t on 
Red Mounta in . 
*- I. 

I have passed on the subject matter 
to Mr. Arch i e Hanna, Sec re t a ry -Treasu re r and C h i e f Execu t ive 
O f f i c e r of T o r w e s t — w i l l be see ing him next week and get 
back to you when there i s something to r e p o r t . 

With best regards and thank you f o r 
c o n s i d e r i n g t h i s s i t u a t i o n . 

S i n c e r e l y , 

CONTINENTAL McKINNEY MINES LIMITED ( N . P . L . ) 

Pres i d 

J E R W / m 

j 
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Notes to Red Mountain A realsanation Schedule 

1. Operating Expenses 

Figures used for costs are the sane as those used "by Torwcst, being 
as follows f or a 1,000 T.P.D. operation: 

For Rod Mountain • 

Stripping r a t i o 
Operating exi-iense 

Iiining 
M i l l i n g 
General Expense 
T a i l i n g etc . 

Total 

1 o r e - 1 waste 

2.13 
•47 

-13 

$3-25 
For Giaat-lTovoIty 

Stripping r a t i o 1 ore - 3.9 waste 
Operating expense 

f i n i n g $1.29 
M i l l i n g 2.13 
General Expense .47 
T a i l i n g s , e t c . .13 

Total $4.02 

2 • Gross Value of Ore Reserves 

The ore reserves used by McKinney are the sane as used by Torweat 
i n t h e i r c a l c u l a t i o n s . 

Value of ore reserves are calculated as follows: 

Red Honn t a i a 

Grade 0 . 338£ M0S2 (0.203$ Mo) 
Value (•2035S Mo) (29 lb./ton) (84.6$ recovery) 

($l* 7 4/lb.) - $5.93 per ton 

G- i ant -No ve l t y y 

Grade 0 .340$ MoSg (0.204$ Mo) 
Value MoS2 (.204$ Mo) {20 lb/ton) (84.6^ recovery) 

($1 .74/lb.) * $6.01 per ton 
Au " ( .058$ Au) (6kj> recovery) (33*00 p / 0 2 . ) 

= $ 1 . 4 l per ton 
Total value $5 .01 + 1 . 4 l • $7-42 per ton 

3 Scurry-Rainbow O i l Ltd.'s figures on the Giant-IJovelty chow t o t a l 



- 2 -

ore reserves of 934,726, whereas the Chapman Wood Report and Torwest 
chow 778,500 (a difference of 156,226 tons), i n d i c a t i n g that an 
additi o n a l ore reserve tonnage has been obtained by ad d i t i o n a l 
exploration work since January 1, 1963, the date of Chapman VJood's 
Report. 

1 



I l l 

R E S E R V E S 

G I A N T - N O V E L T Y A R E A 
G O L D E N Q U E E N - S T . E L M O A R E A 

Our p r e l i m i n a r y e s t i m a t e of m i n e a b l e r e s e r v e s i s : 

1. G i a n t - N o v e l t y A r e a 

77S, 500 tons g r a d i n g 0. 340% M 0 S 2 , 0. 053 o z . A u / t c n 

2. G o l d e n - G u e e n - S t . E l m o A r e a 

237, 000 tons g rad ing 0. 273% M c S 2 , 0.0C2 oz . A u / t c n 

3. T o t a l m i n e a b l e r e s e r v e s 

I , 015, 500 tons g rad ing C. 324% M 0 S 2 , 0. 045 oz . A u / t o n 

The r e s e r v e e s t ima t e was d e r i v e d from, d i a m o n d c o r e a s s a y s , p l a n of d r i l l 

c o l l a r ' l o c a t i o n s and d r i l l c o l l a r e l eva t ions f u r n i s h e d by M r . A . A l l a n of 

S c u r r y - R a i n b o w O i l L i m i t e d . 

G e o l o g i c m a p p i n g i n d i c a t e s a r e l a t i v e l y b a r r e n c o m p l e x of d i o r i t e i n the 

f o r m of a n o r t h - s o u t h t r e n d i n g d ike s y s t e m c o m p r i s i n g about 15% of the 

su r face a r e a . C o r e l o g g i n g has not p r o g r e s s e d to the po in - w h e r e a 

quant i ta t ive c o n c l u s i o n m a y be made as to the amount of t h i s m a t e r i a l that 

w o u l d be p r e s e n t i n the s u b - s u r f a c e . . 

M e t h o d s and C o r . t r o l s 

a) Sec t ions n o r m a l to the s t r u c t u r a l and ou tc rop t r e n d were c o n s t r u c t e d 

to give the bes t m e a n fi t be tween d r i l l h o l e s . S e c t i o n i n t e r v a l s were 

l i m i t e d to 40 to 60 feet to m o r e c l o s e l y c o i n c i d e w i t h g e n e r a l pa t t e rn 

of d r i l l ho le s p a c i n g . 

b) P r o j e c t i o n s of m i n e r a l i z e d zones w e r e l i m i t e d to 25 feet beyond 

http://or.tr
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