=

|

T
672550

e

2L




p— TELEPHONE:

688-5485

g |

102 - 1111 WEST GEORGIA STREET
VANCOUVER 5, B.C.

BACON & CROWHURST LTD.
CONSULTING ENGINEERS '
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Leitch Gold Mines Ltd., and
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225 - 12 Richmond St, East,
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Vancouver, B,C,

REPORT =

on

MASTODON-HIGHLAND BELL MINES LTD. -

BEAVERDELL, BRITISH COLUMBIA i

by
J.J. CROWHURST, B,A.Sc., P.Eng.
J.W, MURTON, B,Se, "
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TELEPHONE:

: 102 - 1111 WEST GEORGIA STREET
688-5485

VANCOUVER 5, B.C.

BACON & CROWHURST LTD.
CONSULTING ENGINEERS

December S5th, 1969,

Leitch Gold Mines Ltd., and

Mastodon-Highland Bell Mines htd.,

225 - 12 Richmond St, East, :

Toronto, 1, Ontario, S f“-

Attention: Mr, F.E, Hall, President

Dear Sir:
Pursuant to your recent request, we are pleased:’
to submit herewith a report concerning an economic evaluation

of the Mastodon-Highland Bell mine at Beaverdell, B.Cs
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- J.J.: Crowhurst,’ P,Eng. f?wggyhu‘,
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TERMS OF REFERENCE AND ACKNOWLEDGMENT 5

On October 2lst, 1969, Bacon & Crowhurst Ltd,
were requested by Mr, F.E., Hall, President of Leitch Gold Mines
Ltd., to proceed with the preparation of an economic evaluation

of the Mastodon-Highland Bell Mine at Beaverdell, B.C,

My, J,B, " LaPrajrie s PiEng . andil, B Goetting,
Mine Manager of Mastodon-Highland Bell Mines Ltd., Dr, W.R. DBacon,
P,Eng, and J,J, Crowhurst, P,Zng, of Bacon & Crowhurst Ltd, were

present at this meeting,

A considerable amount of information in this
evaluation has been supplied by Mr, J.D., Munroe, Director of
Mastodon-liighland Bell Mines Ltd,, and Mr. B. Goetting. Apprac-

iation is expressed herewith for their suggestions and help,
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SCOPE OF THE REFPCRT

This report considers the following:

(1) RATE OF PRODUCTION

It is anticipated that the concentrator as presently
installed and operating (including the ore-waste sorting section)
will treat 3400 tons of ore per month, or 40,800 tons of ore per year
until mid 1974, The silver content initially will bLe 15,16 oUnces
per ton of ore but this will gradually decline, No ecconomics are sub-
mitted pertaining to the construction of a new or larger concentrator
because it is considered by Bacon & Crowhurst Ltd. that insaffigient
ore is presently in sight, |
(2} ORE SUPPLY

It is predicted that there is an excellent chance of
discovering sufficient additional ore,of similar mineralogy and grade
to that contained in the reasonably assured ore reserves, to support
the rate of production mentioned_above.

In the old stoping areas it is impossible to estimate
accurately the amount of backfill material that can be removed at a
profit, but reasonable allowances have been made for partial succecss-
ful extraction from this source,

{(3) EXPLORATION

It is assumed that the policy of the company will be

to conduct enough exploration work on a continuous basis to maintain

henceforth the current amount of estimated ore reserves (i,e, one to
.
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one and a quarter year's supply) until the various possibilities

have been exhausted; it does not envisage accelerating or expanding
exploration to the point where a reasonable cash flow cannot be main-
tained,

(4) TREATMENT OF CONCHNTRATOR TAILINGS

This repert includes a prelininary investigation of the
re-treatment of impounded concentrator tailings., Since the requisite
information is incomplete at prcéent, and since the estimated economics
appear doubtful, i,e, whether or not this material can be classed
as "ore", no allowance has been made for anticipated cash flow from
re-treatment,

(5) METAL PRICES

In this report the estimated mine operating profit, or
cash flow, is calculated by using average metal prices for lead, zinc,
gold and cadmium realized by Mastodon-Highland Bell during the first
half of the 1969 calendar year as well as $1.80, $2.00 and $2.20 (U,5.)
per troy éuncé of gilver. |
(6) MARKETING

It is assumed that Mastodoh will continue shipment of
concentrates to the Comminco smelter at Trail, B,C., and that current or
comparable marketing schedules re payment for metal content will apply.

(7) POWER SUPPLY

S

Tower costs and methods considered are the same as those
now prevailing, i.e. company owned and operated diesel-electric genera-

tors.
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?- (8) TAXES

i

f Computations in this‘réport are based on present laws,
g— with no consideration being given any basic change such as presently
"

% proposed by the Govermment of Canada.

ﬁ (9) WAGE AND PRICE ESCALATION

No allowance has been made for cost increases which

; could result from a new labour contract after the expiration of the

ﬁ present one, November 30th, 1970, IHeither has any consideration

i

o

) been given to an increase in the cost of supplies and other services,
S In general, and particularly after studying the operatiag
*W costs for the period January lst, 1951, to June 30th, 1969, increased
i

y efficiency and advances in technology are expected to offset wage

i

i

ﬁ and supply increases, The assumption is made therefore that operating
¥ costs will remain stable,

T i

H (10) TIMBER RIGETS

f ; : :

s The title to some of the mineral claims carries the

J ;

Qt- "right to the use and possession of the surface, including the use of
st ssessi f the surfiace, including the use of
Bir T 5 3

bl all the timber thereon for mining', No value has been placed on this
: right in this report.

(11) APPRAISALS

s In early HNovember 1969 the Canadian General Appraisal
| & , Company completed an appraisal of the mine surface buildings and

o : X

! - equipment, including the concentrator, nower plant, mine compressor

;: house, and camp, By permission, these figures are quoted herein,
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SUMMARY AND CONCLUSILIONS

SUMMARY AND CONCLUSIONS
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As of November 1lst, 1969, "reasonably assured" ore
reserves afe estimated at 51,755 tons assaying 15.10 ounces of silver
per ton - after allowance for dilution.

It is conservatively estimated that =n additional 106,000
tons of similar material will be found by future eiploration; sone of

this amount could be obtained from the hackfill in »ld stoping areas,

EFRESENT WORTH ESTINATE

-

Az of Hovember 1st, 1969, the present worth of the future
income, together with the salvage value of the mine eguipment and
supplies, surface plant buildings, equipment and supplies (using
discount rates for compound interest at the factérs shown) is estimated
to be $561,529 for a price of $1.80 U,S5, per ounce of silver,

$739,369 for $2.00 U,5, per ounce, and
$967,833 for $2,20 U.5, per ounce.

APPRALSAL AND SALVAGE ESTINATES

(Discount factor - end of 1573 to Hovember 1, 1969 - 10% = 0.68301)

(1) Surface Plant, buildings, eguipment & supnlies

New replacement cost (MNov, 6, 1959) 51245 800
Depreciated value (lov, G, 1969) 762,165
" Salvage value - end of 1973 293,000
Present worth of 1973 salvage value 200,100

(2) lMine equipment

New replacement cost 184,400
Salvage value - end of 1973 SJ,‘“q
Present worth of 19732 salvage value ' JL,5OD



(3) Rail and Pipe
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New replacement cost $56,000
Salvage value - end of 1973 18,000
) Present worth of 1973 salvage value 12,300

CAPTITAL EXPENDITURES

No substantial capital expenditures are required at
present. Routine replacement and additions to equipnent, amounting
to $15,000 per year of operation, have been included in the estimates,

PERATING COSI ESTIMATES

0pe£§ting cost is estimated at $22.97 per ton milled,
which allows for 200 feet of exploration drifting and crosscutting
or the equivalent per month in addition to.normal mine development;
it also includes estimated Vancouver Cffice costs, as they woﬁld be
if a single mine were in oneration.

ECONOMICS RE TATLINGS TREATMENT

If, after the mine is exhausted, concentrator tailings

were processed, the profits would be marginal at best as shown below:

Price of Silver - SU,S5. . Operating Profit (Loss) per Month
51,80 ; : ($2,152)
2,00 L48
2.20 3,048

To'date no appreciable guantity of tailings assayin
to 10 or more ounces of silver per ton has been outlined, This fact,
coupled with the operating problems that could be anticipated in the
concentrator and the doubtful metallurgy resulting therefrom, Qrecluden

reatnent of tailings concurrentiy with mine ore. In other words, it
is estimated to be less profita

ble where tailings replace mine ore,

even partially, as feed to the concentrator.




MANAGE!HENT

The successful operation of the Mastodon-Highland Eell
Mine depends on managerial know-how and a thorough appreciation of

the following factors:

1 1. The intricate faulting pattern,

| 2, The methods that have proven successful in the search for ore,

| : 3. "Small-mill" metallurgy.

r 4, Selective underground mining, ~

— Time and experience are necessary to operate this mine
L to the best advantage, The present staff has had the requisite

—

experience and can be relied upon to produce at the anticipated

costs,
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CONCLUSIONS

The total present worth of the llastodon-Highland Bell

mine at Beaverdell, B.C,, is estimated as follows:

i
é,.
5__
£
o
o

Price of Silver - $U.S,/ounce Present Worth - & Canadian

51,80 $5561,52¢0

2,00 739,369

2,20 967,823
£ It may well be argued that, since the mine has been either
&
2 shipping ore (1936-1950) or milling ore and shipping concentrates
& .
%; (1950 to date), and has consistently shown an appreciable operating
i

1
|

profit, even though more than two to three years ore reserves could
never be foreseen, the predicted operation (1270-1973) is too con-

servative, On the other hand, it must be taken into consideration

.‘.; "'f%-'m;-z‘r 2y :’F’H,“ i

that the innermost workings in the lower mine are now about 2 miles

1

from the adit portal and that the vein structure, although apparently

still present, has been steadily weakening in silver content as mining
progresses, Actually, unless bettar grade material is found, it would

appear that operations could reach their economic limit by the end of

Rl Lty T

1971,

In the last three to four years rehabilitation of the
upper mine workings has resulted, and will continue to result, in the
extraction of ore (mostly from the Lass workings) containing silver
values which were too low grade to permit profitable operations when
the price of silver was $1.25 ner ounce or less., This source of ore

is becoming increasingly difficult to mazintain and new, intelligent

exploration must be undertaken as soon a5 possible,
p
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The records pertaining to the old Bell, Sally, Rob Roy
and Beaver workings (amongst others) are very incomplete, The workings
are caved for the most part and inaccessible at any reasonable cost,

In the majority of cases, however, it would appear that mine operators
previous to 1945 extracted anything of value (even at today's metal
prices) and delimited the veins rather thoroughly.

Several geological possibilities which may or may not
have been investigated previously by underground worl do, however,
exist and present chénces for new ore, Optimistically, thercfore, if

B
the price of silver remains at or above the $2,00 U,S5, per ounce level,
and mine exploration meets with some success, two more years of con-
centrator operation beyond 1973 can be foreseen,

In our opinion, therefore, the present worth as outlined

above should be increased approximately as follows:

Estimated
Present Worth
Frice of Silver Calculated Additional Total Estimated
U, S, /ounce Present Worth Operation FPresent Worth
$1,80 561,500 40,000 601,500
52,00 739,400 96,000 835,400
52,20 967,800 125,000 1,082,800

Therefore, a prospective purchaser could invest a sum
o7

in the order of $835,000 and expect to earn approximately ©% on his

investment as well as recovering that investment at the end of operations.

Respectfully submitted,

BACON & CROWHURET TTL.

_.\\ ‘ ,_\ d 3 3
. Q ] \ ;\:' 1Ot fM,,,// . i

( J(;f Crowhurst, E.A.JC., E.Eng.
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SUMMARY OF ESTIMATED PRESENT WORTH

Price of Aft- $1.80 U.S. per ounce

Future Income
Discount Present

Year Factor % Worth
Nov. & Dec. 1969 0 $17,160
1970 8 121,602
1971 8 86,017
1972 10 66,363
1973 (%) 10 21,487
$312,529

Price of Ag - $2.00 U.S. per ounce

Nov. & Dec. 1969 0 $34,960
1970 8 182,158
1971 8 142,087
1972 10 114,748
1973 (%) 10 48,016

$490, 469

Price of Ag - $2.20 U.S. per ounce

Nov. & Dec, 1969 0 $52,760
1970 8 241,696
1971. 8 198,071
1972 10 163,308
1973 (%) 10 62,593
Totals $718,933

Present Worth
of Salvage Value
burlace Underground

Plant Equipment Pipe.
200,100 36,500 12,300
200,100 36,500 12,300

200,100 36,500 12,300 ;

TotalG

561,529

739,369

967,83



