
K E R R A D D I S O N M I N E S L I M I T E D 
(FOR INTER-OFFICE U S E ONLY) 825953 

To D.-„A...„LQwrie From i O . S.irola 

Subject CONSOLIDATED CINOLA (Specogna Gold Property)' 105F pae March 4, 1982 

Herewith a plan and four sections depict ing the two areas of quartz 
veining which contain the highest grades (.08 Au) on the Specogna 
property. 

Two of the sections 12 + 78 and 14 + 89) are drawn along N66°E grid l ines 
crossing each zone and cutt ing the s t r i ke of the quartz veins at 52 . 

The other two (£7 - 5 and 77 - 8) are drawn on gr id l ines trending N64°W 
and looking N26 E which is only 2° o f f the s t r i ke of the veins or in other 
words, they are nearly true cross sect ions. 

I should point out that we made these sections from avai lable diamond 
d r i l l hole data. The Consolidated Cinola people may have a d i f fe rent 
in terpre ta t ion . 

Both the north and south zones are outl ined in red on the plan and together 
they contain approximately 6,000,000 tons. The north zone needs better 
de f i n i t i on by angle d r i l l holes and i t has not been investigated by under
ground work. We don't know i f i t i s meta lurgica l ly the same as the south 
zone; there could be a dif ference in carbon content. 

The areas shown in red on the plan have been calculated by Consolidated 
Cinola to have average grades of 0.08 Au but we have not checked these 
f igures . 

I consider the higher grades mineable at $500 gold (Canadian) and I would 
be interested in the type of arrangement wherein we could further evaluate 
the north zone and then agree to production or put the property on ice un
t i l gold prices improve. There would be no problem with Energy Reserves 
in as much as that i s the type of arrangement that company has with 
Consolidated Cinola . 

In the meantime I w i l l contact Dr. R.A. Brooks of Energy Reserves in 
Golden, Colorado, in an e f fo r t to determine whether or not he would agree 
with such a compact. 

Regional Exploration Manager 

WMS:mr 

Enclosures 



K E R R A D D I S O N MINES L IMITED 

M E M O 
V A N C O U V E R O F F I C E 

TO: 
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N E S L I M I T E D 

Mr. W.M. S i ro la 

FEB 9. fi iq 

O -5 S 
Date February 23, 1982 

103 F 9E 
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29th, 1982, we contacted Ken Sanders, 
f f Bur r i l who represents Energy Resources 

rtas in December, 1977 at which time 
reserves was 8.8 MM tons of 0.059 Au. 
% - 60% at that time. 

ly permitted Fred Chow to copy data from 
simpler to pr in t them). The data on 

- _ r „ - . „ contained a tota l of 45 MM tons with an 
average grade of 0.055 Au. The plant s ize was to be 13,500 t . p . d . or 4,725,000 
t .p . y . The mi l l head grade would be 0.08 Au in the f i r s t year, 0.061 in the second 
year, 0.059 in the th i rd year, and then gradually reducing to a f i na l grade of 
.050 Au. For these various grades, recoveries were indicated to be 80%. 

Present value ca lcu lat ions on the same sheets imply that i f interest payments 
were not deducted during production years, the pay-back of $179.1 MM would be made 
in 7h years at 15% interest i f the price of Au remained at $400.00 U.S. The f a l l a cy 
of th i s method of ca lcu la t ion i s that f inanc ia l i n s t i t u t i ons require at least 
regular payment of interest which should be shown for ca lcu la t ion purposes as 
an operating cost , thereby reducing cash flow and in consequence extending the 
pay-back period. 

We found in discussing the deposit with Geoff Bur r i l both on the telephone 
and during a v i s i t to the property on February 10th and 11th, that his version 
of metal recoveries was quite d i f fe rent from that of Sanders. Indeed we found 
him to be honest and candid about the economics as a whole. 

Cont'd 



K E R R A D D I S O N M I N E S L I M I T E D 
(FOR INTER-OFFICE U S E ONLY) 

T o Mr. D.A. Lowrie F r o m Mr. W.M. S i ro la 

Subject CONSOLIDATED CINOLA DEPOSIT Date February 23, 1982 
PORT CLEMENTS, QUEEN CHARLOTTE ISLANDS 103 F 9E 

Prompted by your enquiry of January 29th, 1982, we contacted Ken Sanders, 
President of Consolidated Cinola and Geoff Bur r i l who represents Energy Resources 
(Canada) Ltd. 

Our previous study of th is deposit was in December, 1977 at which time 
Fred Chow's estimate of d r i l l indicated reserves was 8.8 MM tons of 0.059 Au. 
Recoveries of Au were in the order of 50% - 60% at that time. 

Two weeks ago, Ken Sanders graciously permitted Fred Chow to copy data from 
computer sheets ( i t would have been much simpler to pr int them). The data on 
these sheets indicated that the deposit contained a tota l of 45 MM tons with an 
average grade of 0.055 Au. The plant s ize was to be 13,500 t . p . d . or 4,725,000 
t . p . y . The m i l l head grade would be 0.08 Au in the f i r s t year, 0.061 in the second 
year, 0.059 in the th i rd year, and then gradually reducing to a f i na l grade of 
.050 Au. For these various grades, recoveries were indicated to be 80%. 

Present value ca lcu lat ions on the same sheets imply that i f interest payments 
were not deducted during production years, the pay-back of $179.1 MM would be made 
in lh years at 15% interest i f the pr ice of Au remained at $400.00 U.S. The f a l l a c y 
of th i s method of ca lcu la t ion is that f inanc ia l i n s t i t u t i ons require at least 
regular payment of interest which should be shown for ca lcu la t ion purposes as 
an operating cost , thereby reducing cash flow and in consequence extending the 
pay-back period. 

We found in discussing the deposit with Geoff Bur r i l both on the telephone 
and during a v i s i t to the property on February 10th and 11th, that his version 
of metal recoveries was quite d i f fe rent from that of Sanders. Indeed we found 
him to be honest and candid about the economics as a whole. 

Cont'd 



K E R R A D D I S O N M I N E S L I M I T E D 
(FOR INTER-OFFICE U S E ONLY) 

To Mr. D.A. Lowrie From Mr. W.M. S i ro la 

Subject CONSOLIDATED CINOLA DEPOSIT Date February. 23 ,..1982 
PORT CLEMENTS, QUEEN CHARLOTTE ISLANDS 103 F 9E 

(2) 

B u r r i l ' s version of Au recoveries is that only the quartz vein zones exh ib i t 
recoveries of 80% and between them, they contain some 6 MM tons of 0.08 Au. 
Possibly th is could be expanded to 8 MM tons by further surface d r i l l i n g and by 
extending the present underground workings. For lower grades, the recoveries 
f a l l into the 50% - 60% range. Even in the vein zones, the grades estimated from 
diamond d r i l l i n g in the north zone are suspect inasmuch as ve r t i ca l d r i l l holes 
were used to d r i l l numerous veins which contain the bulk of the higher grade values 
and which dip 85° southeast. In consequence, only the grades estimated from 
underground work including underground diamond d r i l l i n g are meaningful. To 
corroborate th i s impression, we examined core from numerous ve r t i ca l surface d r i l l 
holes and found that the quartz veins were cutt ing the core at very acute angles. 

The concept of ver t i ca l d r i l l i n g may well have had credence when the price 
of Au was in the $700. - $800. range and the deposit as a whole appeared to be 
minable. It i s ce r ta in l y not va l id in terms of today's Au price ($365.00 U.S.) 
and p i l o t plant recoveries. 

The two quartz vein zones are separated by approximately 40 metres of low grade 
material at adit l e v e l . Their dimensions are as fo l lows: 

South Zone: 90m x 80m x 135m c 2.55 = 2.48 M i l l i o n 
North Zone: 120m x 150m x 90m x 2.55 = 4.13 M i l l i o n 

These dimensions are determined by the Specogna f au l t on the west and the Sandspit 
fau l t on the east. While the Specogna f au l t may well have guided the course of the 
Miocene rhyo l i t e breccia in pre-mineral t ime, the las t movement appears to have 
been post mineral . This applies equally well to the Sandspit f a u l t . 

Cont'd 



K E R R A D D I S O N M I N E S L I M I T E D 
{FOR INTER-OFFICE U S E ONLY) 

To. Mr. D.A. Lowrie From Mr. W.M. S i ro la 

Subject CONSOLIDATED CINOLA DEPOSIT D a t e February 23, 1982 
PORT CLEMENTS, QUEEN CHARLOTTE ISLANDS 103 F 9E 

(3) 
In simple terms, only the 0.08 grade material has any chance of being mined at 
a p r o f i t . We have t r i ed various plant sizes from 2,500 t . p . d . to 5,000 t . p . d . 
but none of these would return the capi ta l costs at 15% compound plus repay 
the $14 MM of pre-production expenses. The minimum requirement would be ei ther 
an improvement in Au recoveries from 80% to 90% or an increase in the price of 
Au from $450.00 to $500.00 in Canadian funds. Such an increase would add $3.00 
per ton to p ro f i t s which would mean an addit ional 18 - 2 4 MM over the l i f e of the 
quartz vein zones depending on whether the tota l reserve was 6 or 8 MM tons. 
The fol lowing f igures are an estimate of the outcome of a 5,000 t . p . d . operation: 

Mineral Reserve 8 MM tons averaging 0.08 Au 
Capital Cost $50 - 100 MM 
Recoverable grade 0.08 x 80% = .064 or $28.80 per m.t. at $450.00 Canadian. 
Operating Cost $15.00 per m.t. 
Interest Cost at 15% for 1.5 years = $11.25 MM or $1.40 per m.t. 

Total Operating Costs Plus Interest = $16.40 
Operating P ro f i t per m.t. = $12.40 
Total Operating P ro f i t (8 MM m.t. = $99,200,000.00) 
p.v. at 15% (4.57 years) 99.2 x .67043 = $66.50 MM 
One year deferral 66.5 x .869 = $57.79 MM 

Capital Cost plus pre-production cost =($50 -^100 Mm)+^14 MM = 6̂4 -^114 MM 

These f igures indicate that mining of the ent i re deposit would not return the 
minimum estimated capi ta l costs plus the $14 MM in pre-production expenditures. 

Cont'd 



K E R R A D D I S O N M I N E S L I M I T E D 
(FOR INTER-OFFICE U S E ONLY) 

To Mr. D.A. Lowrie From Mn^_J..M..._Siro.la 

Subject CONSOLIDATED CINOLA DEPOSIT Date February 23, 1982 
PORT CLEMENTS, QUEEN CHARLOTTE ISLANDS 103 F 9E 

(4) 

CONCLUSIONS AND RECOMMENDATIONS 

Inasmuch as the deposit does not appear to be prof i tab le in today's terms, 
the only feas ib le arrangement which might be made with Energy Resources would 
be an agreement to continue to further delineate the tonnage and grade of the 
north zones with the understanding that production could be deferred un t i l such 
time as a prof i tab le operation could ensue. At the same time, some one could 
study the outcome of the p i l o t plant operations to determine i f these are 
meaningful and i f they could be improved upon. Considering the number of 
interested companies, i t seems un l ike ly that any organization could obtain any 
sort of posi t ion without being prepared to spend some money. 

Since Geoff Bur r i l has been ent i re l y fo r thr ight with his information, we 
should respond in kind and t e l l him prec ise ly what, i f anything, we are prepared 
to do. 

W.M. S i r o l a , 
Regional Exploration Manager. 

P.S. Maps to fo l low in a few days. 
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From the desk of: 
Bill Sirola / 
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PER 

F E B 2 6 1982 
11 Mm£S LTD. 

{J) Energy Reserves Canada, Ltd. 

February 23, 1982 
er 
d 

to see you again i n Vancouver and 
appreciated. 

i o r m e t a l l u r g i s t who you met on 
ucted to coordinate the r e s u l t s 

t /\ ant, laboratory scale studies and 
rfn&sjr. the Autoclave, etc. Various asp ects 

i s i a n a . 

program have been c a r r i e d out i n 
Golden and, of course, on the 

I w i l l advise you as soon as t h i s work has been completed 
and arrange for a copy to be sent to you. If you wish to 
approach Energy Reserves i n regard to a possible i n t e r e s t i n 
t h i s project, please contact: 

Dr. R. A. Brooks 
Vice President, Energy Reserves Group 
Suite 250 
1746 Cole Boulevard 
GOLDEN, Colorado 80401 
Ph: (303) 277-0250 

Yours s i n c e r e l 

G. H. R. B u r r i l l 

GHRB/dz 
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K 
Energy Reserves Canada, Ltd. 
Suite 606 
224 - 4 Avenue South 
Saskatoon, Saskatchewan S7K 5M5 
Phone 306 664 8983 Energy Reserves Canada, Ltd. 

PER 

W i l l i a m M. S i r o l a February 23, 1982 
Regional E x p l o r a t i o n Manager 
Ke r r Addison Mines, L i m i t e d 
703 F i d e l i t y L i f e B l d g . 
1112 West Pender S t r e e t 
VANCOUVER, B.C. 
V6E 2S1 

Dear B i l l : 

RE: C i n o l a Mines 

I t was v e r y p l e a s a n t to see you ag a i n i n Vancouver and 
your h o s p i t a l i t y was much a p p r e c i a t e d . 

Peter K r e s i n , the s e n i o r m e t a l l u r g i s t who you met on 
the I s l a n d , has been i n s t r u c t e d t o c o o r d i n a t e the r e s u l t s 
o b t a i n e d from the p i l o t p l a n t , l a b o r a t o r y s c a l e s t u d i e s and 
o t h e r r e l a t e d work such as the A u t o c l a v e , e t c . V a r i o u s a s p e c t s 
o f the m e t a l l u r g i c a l t e s t program have been c a r r i e d out i n 
Vancouver, S a l t Lake C i t y , Golden and, o f course, on the 
I s l a n d . 

I w i l l a d v i s e you as soon as t h i s work has been completed 
and arrange f o r a copy t o be sent t o you. I f you wish t o 
approach Energy Reserves i n r e g a r d t o a p o s s i b l e i n t e r e s t i n 
t h i s p r o j e c t , p l e a s e c o n t a c t : 

Dr. R. A. Brooks 
V i c e P r e s i d e n t , Energy Reserves Group 
S u i t e 250 
1746 C o l e B o u l e v a r d 
GOLDEN, Colorado 80401 
Ph: (303) 277-0250 

Yours s i n c e r e l 

G. H. R. B u r r i l l 

GHRB/dz 



GEORGE CROSS NEWS LETTER 

FEBRUARY 15, 1982 

CONSOLIDATED CINOLA MINES LTD. 
PROGRESS OF BIG B.C. - K.G. Sanders, president of Cinsolidated Cinola Mines Ltd., reports 
GOLD PROJECT REPORTED that the data base for the f i n a l f e a s i b i l i t y study of the company's 

gold project on Graham Island, B.C., has now been completed at a 
cost of more than $ 1 4 , 0 0 0 , 0 0 0 . The f e a s i b i l i t y study base case i s taking shape on schedule, 
as project details emerge on a weekly basis. The data analysis and economic evaluation 
w i l l be i n f i n a l bankable form later i n the f i r s t half of 1 9 8 2 . 

Simultaneously, project financing alternatives are under active negotiation, as well 
as continuing l i a i s o n with the permitting authorities to ensure continuity between receipt 
of the f e a s i b i l i t y report and Stage II Environmental Impact Report and start-up of the 
construction phase. 

Mr. Sanders says f e a s i b i l i t y study eatimates to date indicate that the project w i l l 
economically produce over 2 , 0 0 0 , 0 0 0 ounces of gold through 1 0 years. This can be accompl
ished through a milling capacity of some 1j5>500 metric tonnes per day. In terms of both 
recovered ounces and daily m i l l capacity, analysis to date indicates the mine w i l l be one 
of the three largest gold mines i n North America, 

For comprehensive background review of this project, see G C N L 2 3 5 ( 8 l ) * 
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K E R R A D D I S O N M I N E S L I M I T E D 

(FOR INTER-OFFICE U S E O N L Y ) 

T o From.. J 1 \ A J . ! ™ . ! ? . 

Consolidated C ino la , Specogna Gold Property Feb. 5, 1982 
Subject. -10-3-f~ .$£-)~—Date 

At your request we have begun to pursue the economics of th is deposit 
whichis owned j o i n t l y (50-50) by Consolidated Cinola and Energy Reserves of 
Whichita, Kansas. 

Fred Chow was allowed to hand copy some of the computer sheets assembled 
by ERTC - a consulting f i rm with o f f i ces in San Francisco and Denver. 

f /^*^J« . These studies evis ion a 50 m i l l i o n ton deposit with an average re-
^ f * J coverable grade of 0.043 Au which is 80% of 0.0538 Au. 

Assuming a capi ta l cost of $179.1 m i l l i o n , and a m i l l capacity of 

13,500 T.P .D. , the money is returned in 7 years with $6 m i l l i on l e f t over at the end 
of 10 years of operation. 

Theore t i ca l l y , Cinola has a free r ide for 50% and the f inancing obl igat ions 
are en t i r e l y with Energy Reserves. In consequence, Ken Saunders of Cinola states 
that he does not have to give up a damn th ing , and he advocates buying 24% of 
Cinola shares that are in the hands of the publ ic . He does not want to se l l the 
26% that the pr inc ipa ls of Cinola hold at the present time. 

I spoke with Geoff B u r r i l l who is Energy Reserves' representative in 
Saskatoon and he puts i t th is way: 

(1) Neither Cinola nor Energy has the expert ise to operate a large gold mine 
and hence Energy is prepared to divest themselves of 25% - 30% of the i r equity. 
They are t ry ing to convince Cinola to do the sane but have no agreement yet . 

(2) The f i na l f e a s i b i l i t y and environmental impact studies are due in 
^ mid-May. 

,or6^r * (3) The maximum gold recovery is 80% on material grading 0.08 oz. Au. 
Lower grade minera l izat ion i s haraS^r to recover presumably because of more 
graphi t ic material at lower gracfes oJ~ £>-<DG A c I hj\^ 

(4) Higher grades resu l t from auriferous veins in the topog'phica l ly higher 
parts of the property. This i s hard ground, the gold i s f ine and grinding costs 
w i l l be high. 

(5) Some d i l u t i o n and m i l l i ng problems may be expected on the peripheries 
of the deposit because of the Specogna Fault on the west side and soft sandstones 
on the east s ide. 

v v » . ^ o ^ ^ A^ f . v^ ,r-

lit- .J—# , 
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K E R R A D D I S O N M I N E S L I M I T E D 

(FOR INTER-OFFICE U S E ONLY) 

To - - - From. 

Subject - - .-...Date. 

My own sentiments are: 

(1) There are problems which cause some doubt as to the v i a b i l i t y of the 
project at today's gold pr ices . 

(2) A gold price of $450 U.S. per oz. would take most of the sweat out of 
th i s s i t ua t i on , a $500 price would enable you to laugh a l l the way to 
the bank. 

(3) The project , because of i t s s i z e , i s an interest ing gamble. 

Enclosures: 
Equity in property 
Production S t a t i s t i c s & Operating P ro f i t 
Cash Flow Analysis 

Prod. Schedule, Capital Costs & Operating Costs 

WMS/fc 

W.M. S i ro la 
Regional Exploration Manager 
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K E R R A D D I S O N M I N E S L I M I T E D <; 

(FOR INTER-OFFICE U S E ONLY) 

_ D. Lowrie _ W.M.Sirola, Vancouver 
To _ From _ 

Subject CONSOLIDATED CINOLA - Specogna Gold Prospect, D a f £ February 7th, 1979 

Herewith two sketches showing in plan the locat ion of the current 
d r i l l i n g (Holes 78-6 - 78-8) and to the northwest of that area the locat ions of 
the 1977 d r i l l program. 

Fred Chow has indicated i n green colour those areas known to contain 
rhyo l i t e i n one form or another and i f we are to bel ieve that there i s some 
agreement between the various people who logged the core, then i t would appear 
that the areas of rhyo l i t e extrusion are separated i n places by areas of Skonun 
sandstone and conglomerate. The impl icat ion i s that there may be more than one 
volcanic vent. 

I t would appear for the present anyway, that the deposit w i l l have to 
l i v e or die as a low-grade deposit with an occasional patch of high-grade here 
and there. I say that because eight of the d r i l l holes completed i n 1977 actua l ly 
reached the Specogna f au l t without f ind ing the sort of grades encountered i n d r i l l 
hole 78-6. 

W.M. S i ro la 
WMSrlg 
Encls. 
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K E R R A D D I S O N M I N E S L I M I T E D 

„ D.A. Lowrie 
io.— ..From 

(FOR INTER-OFFICE U S E ONLY) 

.M. Sirola / 

Subject SPECOGNA GOLD PROSPECT, GRAHAM ISLAND, December 23, 1977 

ISLANDS, B.C. 

A) 
P. . 

CM-

FILE 

Fred Chow has spent considerable time assembling the enclosed report and 
cross-sections on th is property. 

We are unable to envision the 50 ml. tons of potential described by 
Quintana and Fred has come up with proven and probable reserves of 
7,555,900 tons containing 0.060 oz/ton. The cut o f f grade used was ^ ( ^ c , 
0.04 oz and the s t r i p r a t i o was no greater than 1 : 1. $Mt^ 

Cash flow projections for a 2,000 TPD operation ^T$160, $175 am[j200 pe^> 
oz of gold f a i l e d to provide a sat is factory rate o f return. For example', 
at $200 per oz , the payback period is 7.6 years and the rate of return is 
approximately 7%. 

The core of the deposit contains 1.75 ml. tons of the 0.078 ozs per ton, 
but a minimum requirement would be 5 ml. tons of that grade and even then, 
the payback period would be seven years at current gold pr i ces . 

In making these ca l cu la t ions , Fred has used a capi ta l cost of $10,000 per 
unit of capacity , or $20 ml. t o t a l . Total operating costs shown in the 
attached ca lcu la t ion sheets are shown at $5 per ton with no escalat ion with 
time. 

It i s d i f f i c u l t to recommend optioning of th is property in the l i gh t of 
th is review. 

W.M, S i ro la 
E n d s . : (1) Report by F. Chow, December 22, 1977 

(2) Report by Donald W. Tu l l y , May 16, 1977 
(3) Report on Babe Gold Prospect by A. Sutherland Brown 

and T.G. Schroeter. 



K E R R A D D I S O N M I N E S L I M I T E D 
S U I T E 7 0 3 . 1 1 1 2 W E S T P E N D E R S T R E E T 

VANCOUVER, B.C. V6E 25 1 
P H O N E 6 0 2 . 7 4 0 1 

December 22, 1977 

TO: W.M. S i r o l a 

FROM: F. Chow 

SUBJECT: REPORT ON MINERAL RESERVES OF SPECOGNA GOLD PROSPECT, 
PORT CLEMENTS, GRAHAM ISLAND, SKEENA M.D., B.C. 
NTS 103F - 9, 53° 31.5 ' Lat./132 13' Long. 

INTRODUCTION 

Recent diamond d r i l l i n g during the past few months by Consolidated Cinola Mines 
L td . on the Specogna Gold Prospect has prompted another examination by Kerr 
Addison Mines as to the v i a b i l i t y of the gold prospect. This report w i l l deal 
mainly with mineral reserves plus a project ion of the economical aspect based on 
the calculated reserves. 

A l l the d r i l l i n g to date i s within BABE 5, 7, 9 and 10, four c la ims. Most of 
the d r i l l i n g has been with in an area 1200 feet NW - SE on s t r i ke and 1300 feet 
NE - SW in width, centred around the SE quadrant of BABE 10 M.C. and the NE 
quadrant of BABE 7 M.C. 

DATA 

This study is based on d r i l l i n g information from the fo l lowing sources:-

1971 
1972 
1974 

1975 
1977 

Kennco Explorat ion, 2 
Cominco 9 
Quintana 4 

16 
5 

Consolidated Cinola 13 (BQ) 

Packsack D.D. 
(BQ) " " 
Packsack Holes 
Percussion Holes 
(BX) D.D. Holes 

Holes - 181 feet (55.2m) 
" - 1557 feet 

- 191 feet ) , , „ 0 v 
- 1967 feet ) ( 6 5 7 - 8 " ) 
- 2357 feet (718m) 
- 2226 feet 

CLASSIFICATION OF MINERAL RESERVE 

The fo l lowing parameters were used in 
reserves:-

1. Cut-off grade i s 0.04 oz ./ ton . 

blocking out and c l a s s i f y i ng the mineral 

2. Overlying or interna l 0.03 - 0.04 oz./ton reserve i s included as m i l l i n g 
material provided the overa l l grade is above 0.04 oz . / ton . 
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3. Str ipping r a t i o does not exceed 1 : 1 @ 0.04 oz/ton. 

4. Mineral reserve block - volume based on 50 feet s t r i k e length (NW - SE) 
on e i ther side of d r i l l hole mu l t ip l i ed by cross-sect ional area 
surrounding each d r i l l hole, extending in width to mid point between . 
d r i l l holes but not exceeding 200 - 300 feet away, and thickness based 
on intersected assay values and calculated combined grades. 

5. Proven reserves - parameters bounded by condit ions 1 to 4 above. 

6. Probable reserves - parameters bounded by condit ions 1 to 3 above, 
with in blocks greater than 50 feet away on s t r i ke 
and/or greater than 200 - 300 feet away on cross-
sect ions , provided a d r i l l hole ex is ts not greater 
than 400 feet away. 

7. Possible reserves - based on widely scattered d r i l l holes, but bounded by 
conditions 1 to 3 above. 

8. Grades of reserves are separated into plus 0.05 oz/ton, 0.05 to 0.04 oz/ton, 
0.04 to 0.03 oz/ton, less than 0.03 oz/ton and greater than 0.04 oz/ton 
( i n c l . 0.04 - 0.03 oz/ton grade material which has to be s t r ipped) . 

9. Reserves are separated into two zones = "A" zone in conglomerate - sandstone 
host rock and "B" zone in rhyo l i t e breccia and rhyo l i t e porphyry host rock. 

MINERAL RESERVES 

A. Mineral Reserves over a s t r i ke length of 1800 feet from 9 + 80 M to 8 + 20 
(Kerr Addison's Cross Sect ions) . 

ZONE GRADE INTERVAL 
PROVEN PROBABLE POSSIBLE WASTE Tons x 10 2 

ZONE GRADE INTERVAL 2 
Tons x 10 

oz/ton Tons x 10 2 oz/ton Tons Grade Tons O.B. 

A > 0.05 
0.05 to 0.04 

25,861 
13,990 

0.064 
0.047 

10,025 
13,114 

0.054 
0.047 

>0.U4 39,851 0.058 23,139 0.050 

B >0.05 22,477 0.071 
0.05 to 0.04 3,473 0.050 

> 0.04 22,477 0.071 3,473 0.050 

A & B > 0.04 63,328 0.063 26,612 0.50 

A & B > 0.04 
Proven + Prob. = 8,894,000 tons of 0.059 oz/ton 60,349* 8969 

*6,034,900 tons waste rock i n c l . approx. 5% overburden 
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Mineral Reserves over s t r i ke length of 1200 feet from 5+80 to 7 + 20 , to 
maximum depth of 470 feet below surface, averaging 160 feet below surface. 

ZONE GRADE INTERVAL PROVEN PROBABLE POSSIBLE WASTE Tons x 10 2 

ZONE GRADE INTERVAL 2 
Tons x 10 

oz/ton Tons x 10 2 oz/ton Tons Grade Rock O.B. 

A > 0.05 
0.05 to 0.04 

23,894 
13,990 

0.065 
0.047 

6,091 
9,107 

0.052 
0.047 

> 0.04 37,884 0.059 15,198 0.048 

B > 0.05 
0.05 to 0.04 

22,477 0.071 

> 0.04 22,477 0.071 

A & B • > 0.04 60,361 0.063 15,198 0.048 
A & B > 0.04 

Proven & Prob. - 7,555,900 tons of 0.060 oz/ton 51,295* 7717 

5,129,500 tons waste rock i n c l . approx. 5% overburden 

C. Mineral Reserves over s t r i k e length of 400 feet from 0 + 80 to 4 + 80 within 
Zone "B" contains 1,751,600 tons of 0.078 oz/ton to an average depth of 170 feet 
below surface, maximum 300 fee t . 

D. Re-calculation of Mineral Reserve "B" upon separating the higher grade core 
Mineral Reserve "C" give the fol lowing f igu res :-

becomes 
plus 

M 
7.5 tons of 0.060 oz/ton Au 

M 
1.75 tons of 0.078 oz/ton Au 

-M 5.75 tons of 0.055 oz/ton Au 

CASH FLOW PROJECTIONS 
Cash flow project ions I, I I , III and IV are shown on separate sheets, attached to 
the repor t . They are based on mining the higher grade in the early years , at 
2,000 T .P .D. , 1 : 1 waste/ore r a t i o , capi ta l cost of $20 m i l l i o n , and interest on 
borrowed cap i ta l at 9% per annum. 

Sheets I, II and III show the cash flow for a 2,000 T.P.D. operation at $160, $175 
and at $200 per oz Au. Sheet IV shows the ca lcu la t ions for a 1,000 T.P.D. plant at 
$160 per oz gold p r i c e . 



- 4 -

The projections are based on f ixed operating p r o f i t s , with price and costs 
adjusting equal ly . 

A summary of these project ions.are tabulated below:-

PROJECTION 
CAPACITY 
T.P.D. 

GOLD PRICE 
$/oz. 

YEARS 
OPERATING 

TONS 
MILLED 

RECOVERY OF 
CAPITAL BALANCE 

I 2,000 160 10 5 M No 

$ 

-7 .11 M 

II 2,000 175 9 1 6.66 Yes Ni l 

10 5 7.35 Yes +2.54 

III 2,000 200 7 6 4.27 Yes Ni l 

10 5 7.35 Yes +15.97 

IV 1,000 160 20 5 7.18 Yes +0.28 

SUMMARY AND CONCLUSIONS 

At $200 per oz. Au, the payback period takes 7.6 years ; the operation ending with 
a $15.97 m i l l i o n operating p r o f i t at the end of 10.5 years. _ This operating p r o f i t 
represents a 7% (approx.) rate of return on the $20 m i l l i o n invested c a p i t a l , which 
is not sa t i s f ac to ry . A l so , a pr ice of $200 per oz. gold is u n r e a l i s t i c a l l y high. 

At $175 per oz. go ld , the payback period takes 9.1 years , leaving only $2.54 m i l l i o n 
in operating p r o f i t a f t e r 10.5 years on a $20 m i l l i o n investment. The rate of 
return is too low. 

At $160 per oz. go ld , the cap i ta l investment cannot be paid o f f before the 7.5 m i l l i o n 
tons of mineral reserves are mined out. 

At $160 per oz . gold, the operation requires about.5 m i l l i o n tons of 0.078 oz/ton Au 
for payback in 7 years. Thereafter, a m i l l i n g grade of 0.055 oz/ton Au w i l l give 
a modest p r o f i t . An addi t ional 3.25 m i l l i o n tons of 0.078 oz/ton Au reserves need 
to be found and proven. 

A possible 1.5 m i l l i o n tons may be found along the s t r i ke and down the dip of the 
higher grade core. Another half a m i l l i o n tons may be found 900 feet south, where 
0.55 m i l l i o n tons has been c l a ss i f ed as probable reserves, but not included in the 
cash flow pro ject ions . One m i l l i o n tons or more w i l l have to be located by further 
exp lora t ion , preferably near surface m ine ra l i za t i on . The chance of success i s only 
f a i r. 

Work to date has indicated that th is prospect is a low grade deposit . 
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RECOMMENDATIONS 

At present, the Specogna Gold Property at best could only be a marginal operation 
at a gold pr ice of $160 per ounce. Therefore, i t i s not recommended that Kerr 
Addison Mines invest money into Consolidated Cinola Mines' treasury for an option 
on the property. 

Kerr Addison Mines should keep abreast of any new developments on the property 
which may enhance i t s economic v i a b i l i t y . 

A l so , should the cost f igures in the cash flow projections prove to be too h igh, 
then another estimate should be made. 

F. Chow 

FC:meb 



K E R R A D D I S O N M I N E S L I M I T E D 
( F O R I N T E R - O F F I C E U S E O N L Y ) 

T o P-..Av...Lpwrie ....From... C v K. Wt 1 ton 

Subject Specogna Gold Prospect ? Queen Charlotte Islands, ryate November 8 , 1977 

Past work on this property has been done by Kennco in 1971, Cominco 
in 1972, Q_uintana in 1974 and Consolidated Cinola, in 7 holes, recently. The 
1971 and 1972 work was done while gold was rising from about $40/oz. at the end 
of 1971 to about $63/oz . in late 1972. in 1974, Quintana's work was probably 
prompted by the price which varied from $140 - $196/oz. No doubt the recent 
work has been prompted by expectations of a higher price which is currently equi
valent to about $l80/oz. in Canadian funds. 

This prospect has had about 19 holes, in an area 2,000' x 1,000', which 
vary in grade according to Quintana from 0.031 ozs. gold/ton to 0.075 ozs. gold/ 
ton over core lengths of the order of 100 - 200 f t . Chow notes that these grades 
are higher than those quoted by Kennco and Quintana who may have used larger sections 

Using a 0 .05 ozs. Au/ton cutoff, Chow calculates 22,000,000 tons at a 
grade of 0.064 ozs. Au/ton ($11 .52/ ton @ $ l 8 0 / o z . Au) to a depth of 200 feet. 

Sirola estimates the cost of a 5,000 tpd plant at $80 - $ 1 0 0 mi l l ion. 
Carrington thinks it could be as high as $125 - $150 mi l l ion. Carrington puts 
the mining cost at 60t/ton. Mil l ing might cost $ 3 - 5 0 per ton. 

Assuming pre-production costs of $120 mi l l ion, 4 year p\ayback including 
interest charges would require profits of $ 3 0 million/year, or $16.50 a ton at 
5,000 tons treated per day. 

This means the ore would have to contain $20.50/ton gold, i.e. a grade 
of 0.114 ozs. Au/ton at $180 oz./Au. 

It appears that the price of gold would have to be about $350/oz . to 
convert this property into a marginally attractive situation. 

CKW:LFR C. K. Wilton 
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By A. Sutherland Brown and T. G. Schroeter 

QUEEN CHARLOTTE ISLANDS 
BABE GOLD PROSPECT 

(103F/9E) 

The Babe p r o s p e c t , tha t n o w cons is ts o f a p p r o x i m a t e l y 102 c l a ims and f r a c t i ons 
i n c l u d i n g B A B E , R I C , and B E E , was v i s i ted i n d e p e n d e n t l y by the wr i t e r s f o r br ief v is i ts. 
T h e showings are o n a h i l l o v e r l o o k i n g the low lands of the Y a k o u n R i ve r , 17 .6 k i l ome t r e s 
sou th of P o r t C l e m e n t s . 

It was d i s cove red by E f r e m S p e c o g n a and J o h n n y T r i c o wh i l e p rospec t i ng a long the trace 
of the S a n d s p i t f au l t z o n e . T h e y were a t t rac ted to the l o c a l i t y by a v is ib le ja ros i t i c-coated 
b l u f f in w h i c h veins were v is ib le bu t su lph ides were sparse. F o r t u n a t e l y , t hey samp led 
veins and w a l l r o c k s w h i c h had some go ld values. T h e y loca ted the p r o p e r t y in 1971 and 
o p t i o n e d it f i r s t t o K e n n c o E x p l o r a t i o n s , (Western) L i m i t e d w h o c o n d u c t e d s i l t and soi l 
surveys and geo log i ca l m a p p i n g , and d r i l l e d t w o packsack d i a m o n d - d r i l l holes t o t a l l i ng 
55 .2 metres . T h e g e o c h e m i c a l surveys (Assessment R e p o r t s 2 8 9 0 and 3517 ) reveal a 
cons ide rab le m e r c u r y a n o m a l y as we l l as weak go ld and arsenic anoma l i e s o f c rude l y 
annu lar shape. S i n ce the K e n n c o w o r k the p r o p e r t y has been o p t i o n e d repea ted ly — to 
C o m i n c o L t d . , C a n e x P lacer L i m i t e d , S i l ve r S t a n d a r d M i n e s L i m i t e d , and f r o m the latter 
to Q u i n t a n a M ine ra l s C o r p o r a t i o n . In 1972 C o m i n c o d r i l l e d n ine holes s h o w n o n F igure 
12 , t o t a l l i n g 5 0 0 metres . Q u i n t a n n a d r i l l e d f o u r packsack d i a m o n d - d r i l l holes t o t a l l i ng 57 
metres and 16 pe r cuss ion ho les t o t a l l i n g 6 2 3 metres in 1 9 7 4 (Assessment R e p o r t 5284) 
and also u n d e r t o o k a cons ide rab l e p r o g r a m in 1 9 7 5 . 

REGIONAL GEOLOGY 

T h e Babe p r o p e r t y is s i tua ted at the b o u n d a r y be tween the Sk idega te P la teau and the 
C h a r l o t t e L o w l a n d s — the locus of the S a n d s p i t f au l t . T h e precise l o ca t i on o f the m a i n 
st rand o f the f au l t is no t o b v i o u s in the v i c i n i t y o f the p r o p e r t y . West o f the fau l t is an 
area u n d e r l a i n b y gen t l y wes t-d ipp ing r h y o l i t e ash f l o w s of the basal Masset F o r m a t i o n of 
Ea r l y T e r t i a r y age, w h i c h u n c o n f o r m a b l y over l ie f o l d e d argi l I ites of the Queen C h a r l o t t e 
G r o u p of C r e t a c e o u s age. East o f the m a i n s t rand o f the fau l t is a l o w l a n d largely cove red 
by P l e i s tocene and R e c e n t depos i t s w i t h some exposures o f p o o r l y conso l i da t ed sands o f 
M io-P l i o cene S k o n u n F o r m a t i o n a long the Y a k o u n R iver . 
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1 T5 j SKONUN FORMATION, CONGLOMERATE. SANDSTONE 

[TMP| MASSET FORMATION, PORPHYRITIC RHYOLITE 

|TMR| MASSET FORMATION, RHYOLITE ASH FLOWS 

KQ OUEEN CHARLOTTE GROUP, ARGILLITE 

• DIAMOND-DRILL HOLE: 
K - KENNCO '71 
C - COMINCO '72 
Q • QUINTANA '74 

Nf FLUXION STRUCTURE 

• \ VEIN ORIENTATIONS 
CONTOURS IN FEET 

Figure 12. Geological sketch map and section, Babe gold prospect. 
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G E O L O G Y O F T H E C O R E C L A I M S 

T h e un i t s p r ev i ous l y desc r ibed all o c cu r w i t h i n the core o f the Babe c l a ims s h o w n o n 
F igu re 1 2 . O u t c r o p is sparse in h i l ls east o f the scarp of Masset F o r m a t i o n , and v i r t u a l l y 
non-ex is tent in the l o w l a n d s . E x p o s u r e o n the wel l- forested h i l ls is l i m i t e d t o the b lu f f 
a long w h i c h a t r ench has been b lasted sou th of K e n n c o D D H 1, some b u l l d o z e d t renches , 
and rare na tura l o u t c r o p s . N o d r i l l core was avai lable fo r e i ther w r i t e r t o see. 

T h e b l u f f o u t c r o p is f r e sh l y e x p o s e d and is the mos t reveal ing exposu re of the r h y o l i t e 
p o r p h y r y b o d y w i t h i n w h i c h the depos i t o c cu r s . T h e exposu re o n the Babe 7 c l a i m is 
abou t 2 1 0 metres long and the r h y o l i t e here e x h i b i t s a h i gh l y var ied charac te r . T h e least 
m o d i f i e d rock is a very f ine-grained p o r p h y r i t i c r h y o l i t e w h i c h is c o m p o s e d of a b o u t 5 
per cent phenoc r y s t s o f pa r t l y resorbed q u a r t z up t o 4 m i l l i m e t r e s in d i amete r toge the r 
w i t h f ewer and sma l l e r , c o m p l e t e l y k a o l i n i z e d and s i l i c i f i ed fe ldspars . P r i m a r y f l u x i o n 
s t ructures are ev iden t in some spec imens w h i c h resemble the e u t a x i t i c t ex tu res o f 
co l l apsed p u m i c e f r agments in ash f l o w s . These l aminae n o w cons is t of streaks of f ine 
mosa i c q u a r t z . C o m m o n l y the r h y o l i t e p o r p h y r y is b recc i a t ed w i t h f ragments as large as 
15 cen t ime t res across c o n t a i n e d in a wh i t e t o b l ack s i l i ceous m a t r i x . E x o t i c f r agments o f 
argil l i te or cha r red w o o d m a y be present and even a b u n d a n t . 

A l o n g the b lu f f mos t o f the r h y o l i t e is b r e c c i a t ed , and e x h i b i t s b o t h p r i m a r y and 
seconda ry f l u x i o n s t ruc tu res in f ine b recc i a . In general p r i m a r y f l u x i o n s t ruc tures are 
o r i en t ed n o r t h w e s t w a r d and d i p s teep ly , b u t at the southeas t end of the b l u f f t hey s t r ike 
n o r t h w a r d and d i p a b o u t 2 0 degrees eas tward . In th is v i c i n i t y there are a b u n d a n t 
f l a t t ened clasts o f w o o d tha t have been char red in p lace and i n f i l l e d o n dess i ca t ion by 
che r t y mosa i c q u a r t z . T h r o u g h o u t the length of th is t r e n c h there are n u m e r o u s m u l t i p l e 
q u a r t z ve ins that s t r ike n o r t h w a r d and d i p s teep ly . These veins are t rue f issures u p t o 1 
metre w i d e w i t h ou te r wh i t e c r ys ta l l i ne q u a r t z and inner che r t y q u a r t z tha t e x h i b i t s 
cockade s t ruc tu re and pa t t e rned c o m b s coa ted w i t h spongy c h a l c e d o n y . T h e l inea t ions of 
the pa t te rns in the c o m b s t ruc tures t end to be e i ther ve r t i c a l l y or h o r i z o n t a l l y o r i e n t e d . 
R e l a t i v e l y m i n o r su lph ides o c cu r in thej/e_ins_but ad jacent s i l i c i f i ed brecc ias pa r t i cu l a r l y 
the dark m a t r i x brecc ias car ry f i ne py r i t e and marcas i te . In a d d i t i o n t o the major veins a 
f ine q u a r t z s t o c k w o r k is c o m m o n l y ev iden t that merges in places i n to zones of c o m p l e t e 
s i l i c i f i c a t i o n . G o l d m i n e r a l i z a t i o n is not_ v is ib le bu t is present p r i n c i p a l l y in the dark 
s i l i c i f i ed brecc ias where i t occurs w i t h marcas i te rather t h a n w i t h i n the ve ins. 

T o the n o r t h w e s t a f ew exposures of p o r p h y r i t i c r h y o l i t e o c cu r . T h e largest o u t c r o p , 
ca l l ed the M a r i n o s h o w i n g b y S p e c o g n a , is at the n o r t h w e s t part o f the Babe 10 c l a i m . 
Here b u f f - c o l o u r e d , j^usty ^weathering rhyo l j t e p o r p h y r y tha t is re la t i ve ly u n s i l i c i f i e d or 
t e x t u r e d is cu t b y a s t o c k w o r k of very f ine che r t y q u a r t z ve in lets . T h e larger ve in le ts are 
c o m m o n l y a b o u t 2 cen t ime t res w ide and these s t r ike n o r t h 2 0 degrees east and d i p a b o u t 
7 5 degrees eas tward . S m a l l e r ve in lets are r a n d o m l y o r i e n t e d . T h e m a i n s t o c k w o r k ve in le ts 
have marg ins of f ine sugary q u a r t z tha t have v is ib le fine_ spongy go ld in interst ices . T h e 
inner par t o f the ve in cons is ts o f f ine c lear q u a r t z some of w h i c h is c h a l c e d o n i c . 
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O n the Babe 5 c l a i m near l y 1 0 0 metres to the east of the end of the b l u f f t r ench are some 
other b lasted o u t c r o p s tha t s u p e r f i c i a l l y resemble the r h y o l i t e s ince they cons is t largely 
o f clasts o f r h y o l i t e , m a n y of w h i c h howeve r are r o u n d e d . T h e ro cks are c r u d e l y b e d d e d , 
s t r i k ing n o r t h w a r d and d i p p i n g 15 t o 2 0 degrees t o the east. T h e y m a y be c o m p a c t w i t h 
the clasts c e m e n t e d w i t h s i l i ca or very m u c h less l i t h i f i e d . E x o t i c g ran i t i c clasts as we l l as 
arg i l l i te o c c u r . V e i n l e t s are very rare and appear t o be m o s t l y c h a l c e d o n i c . N o large 
m u l t i p l e veins were obse r ved . C u b i c p y r i t e grains up to 2 m i l l ime t r e s o n an edge are 
re la t i ve ly c o m m o n in the s i l i c eous m a t r i x and as rep lacements of ce r ta in clasts. T h e w r i t e r 
in terprets these ro cks as b e l o n g i n g t o the S k o n u n F o r m a t i o n . 

A l o n g s t r ike o n the h i l l t o p sca t te red o u t c r o p s and t renches expose s i l i ceous sandstones 
ident i ca l in pe t rog raph i c cha rac te r t o those of the S k o n u n F o r m a t i o n at the t ype l o c a l i t y 
a l t hough they have a s i l i ceous m a t r i x . In a n u m b e r o f loca l i t i es these c o n t a i n casts o f 
c lams m i x e d w i t h leaf foss i l s t ha t resemble a lder leaves. G o o d spec imens c o u l d no t be 
co l l e c t ed bu t the assemblage c lose l y r e semb led those t yp i c a l o f the S k o n u n F o r m a t i o n 
( Su the r l and B r o w n , 1 9 6 8 , p p . 118-127 ) . Rare sma l l c he r t y ve ins o c c u r in these 
sandstones . 

T E N O R O F M I N E R A L I Z A T I O N 

T h e m i n e r a l i z a t i o n obse rved has been desc r ibed p rev i ous l y w i t h the r o c k s . In the b lu f f 
area m i n e r a l i z a t i o n is c o n t a i n e d w i t h i n the b recc i a t ed w a l l r o c k s . It is highl_y_variable in 
t eno r , rang ing f r o m trace to 50 .7 p p m go ld and 2 4 5 p p m silver in se lected samples by the 
wr i te rs . A t the M a r i n o s h o w i n g whe re the w a l l r o c k is v i r t ua l l y ba r ren , Specogna has 
hand-cobbed ve in mate r i a l and s h i p p e d it t o the T a c o m a smel te r . O n e s h i p m e n t th is year 
o f se lected ve in mate r i a l w e i g h i n g 6.59 t o n n e assayed : g o l d , 5 5 9 . 3 p p m ; s i lver , 2 2 8 . 5 
p p m . A n o t h e r we igh ing 2 .43 tonnes assayed : g o l d , 1 1 5 . 6 p p m ; s i lver , 5 1 . 6 8 p p m . 

C O N C L U S I O N 

T h e Babe p rospec t is o f in terest f r o m several aspects. T h e s t ruc tu ra l sec t ion s h o w n on 
F igure 12 is the w r i t e r s ' i n t e r p r e t a t i o n . In ou r v iew the rhyo l i t e p o r p h y r y and brecc ia is 
part o f the Masset F o r m a t i o n o f Pa leocene age that f o r m e d a f l o w d o m e at the base of 
the u n i t and w h i c h is consangu ineous w i t h the r h y o l i t e ash f l o w s in the scarp t o the 
p la teau to the west . 

T h e S k o n u n F o r m a t i o n o n l a p p e d the e r o d e d f l o w d o m e at some later date . T h e age of 
m i n e r a l i z a t i o n appears to p reda te the S k o n u n on l ap bu t it is no t k n o w n w h e t h e r it is 
c lose ly re la ted t o the r h y o l i t i c v o l c a n i s m , or is y o u n g e r , perhaps re la ted to s i l i ceous 
hotspr ings emerg ing f r o m the reg iona l f a u l t . S o m e geologists feel that the r h y o l i t e b recc ia 
in t rudes the S k o n u n F o r m a t i o n . If th is is the case the Babe p rospec t represents one of the 
younges t m i n e r a l i z i n g events k n o w n in the P r o v i n c e . 

74 



R E F E R E N C E S 

Assessmen t R e p o r t s 2 8 9 0 , 3 5 1 7 , 5 2 8 4 . 

S u t h e r l a n d B r o w n , A . ( 1 9 6 8 ) : G e o l o g y o f the Q u e e n C h a r l o t t e Is lands, B r i t i sh C o l u m b i a , 
Dept. of Mines & Pet. Res., B u l l . 5 4 . 
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To 

Subject. 

D.A. Lowrie 

K E R R A D D I S O N M I N E S L I M I T E D QQJ 3 1 1977 
(FOR INTER-OFFICE U S E ONLY) 

CM W.M. S i ro la 
...From _ 

Date October 27, 1977 SPECOGNA GOLD PROSPECT, QUEEN CHARLOTTE 
ISLANDSV B.C. 

Data on th is prospect were submitted by Consolidated Cinola Mines Ltd. 
who now have the property under option from the owner, Ephram Specogna. 

You may reca l l that th is property has been investigated by Kenco, Canex 
and Quintana in the past and Consolidated Cinola has recently done 
approximately 1000 f t . of diamond d r i l l i n g in seven d r i l l holes. 

The enclosed mineral reserve map by Quintana has been divided into a 
series of polygons around indiv idual d r i l l holes and the grade from 
each d r i l l hole involved has been estimated to be a grade of the polygonal 
block. 

Consolidated Cinola investigated two of the higher grade blocks (.07 to 
.075 ozs. au) and the i r average grade was .067 au plus .127 ozs. ag. 

Fred Chow has worked up a tonnage for each of the polygons using a cut 
o f f grade of .05 ozs. per ton and he arr ives at a f igure of 111,000 tons 
per ve r t i ca l f t . averaging .064 ozs. per ton. I f we can assume that 
minera l izat ion pers is ts to 200 f t . of depth, then the tota l tonnage in 
the d r i l l e d area would be 22,200,000. 

The accompanying report by A.F. Roberts quotes Quintana as having made an 
estimate of 50 ml. tons at 0.06 ozs. per ton on the claims. This f igure 
would have been derived by taking the geochemically anomalous area east 
and north of the d r i l l e d area and assigning a tonnage to those areas. 
Unfortunately we do not have a copy showing the out l ine of the rhyo l i te 
mass with i t s attendant geochemical anomalies. We also do not as yet 
have a copy of Quintana 1s report . Apparently Morris Black snatched 
th is report l a s t week and I suspect that he has Ed Scholz looking at the 
data. 

If we were looking at a 5000 TPV plant for th is property, that plant in i t s 
ent i rety could cost between $80 ml. and $100 ml. which would mean a capi ta l 
cost of $4 to $5 per ton of minera l izat ion within the area d r i l l e d . This 
is patently proh ib i t i ve and i t would be useless to pursue the matter any 
fur ther . We w i l l , however, t r y to obtain Quintana's report and make a 
f i na l recommendation regarding the property. 

Enc. 
WMS:meb 












