& ;v(';ﬁﬁ;wm 7 TR a2 R AEY /
INTERIM EVAIUATION REPORT

‘KAM'KOTIA - BURKAM JOINT VENTURE
STIMONAC MINE, NEW DENVER, B.C.

W. M. SHARP, P. ENG.,

FEBRUARY, 1972

4
-




TEL: BUS. 987-5322
RES: 987-9520

WILLIAM M. SHARP, M.A.Sc.. P.Enc.
CONSULTING GEOLOGICAL ENGINEER
171 W. ESPLANADE, NORTH VANCOUVER, B.C.

February 2, 1972

Mr, D. M. Mercier, President,
Monets Poveupine Mimes ILtd,,
420 ~ 475 BHowe Street,
Vencouver 1, B.C.

Dear Mr. Mercier:

With this, the undersigned respectfully submits his
“Interim Evaluation Report on the Kem-Kotis-Burkam Joint Venture,
Silmonec Mine, New Denver, B.C."

in accordance with your stated requirvements, the report
deals mainly with the operational and economic aspects of the
mine, However, it includes ressonsbly comprehensive descriptions
of the geclogical setting, ore controls, and physical features of
the orebodies ~ which the writer hopes will encourage the reader
to persomally speculate on the property’s lomg-range explovation
possibilities, which are generally beyond the scope of this re-
port, '

Estimates and conclusions presented in this report ave
based on the considerable smount of background and vecent infor-
mation provided by Company principals, end on the writer's con-
timued personal experience with the operation and gemeral loeality,
Estimates pertaining to the evaluation of the near-term prospects
of the operation are believed teo be both factual and comnservative,

Yours truly,

We Mo m; Pe mi
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SUMMARY & CONCLUSIONS

The Silmonac cleim group inciudes a central 2% mile strike~
length of the main Slocan lode whigh, over its & mile strike-length,
has secounted for over 70% of the 75 wmillion dollar productiom of the
camp, The Silmonse mine ""‘“‘*"‘t}.‘?,"‘ the main lode, and within the

optimum sub~axial part of a major bedding flexure within which several
of the former orebodies ave located,

within the Silwmonac mine the lode is a strong flatly-dipping
composite shesr-fracture sone in quartzites and soft to brittle argil-
lites. The produstive part of the lode cross~section renges in width
from 10 to 40 feet ~ this imecluding two parsllel veins which are normally
separated by 10-30 feat of lode vegk, but which iccally coalesce, The
bulk of the mine production of high-grade ctlnr-uﬁgirz mg& o -
from two ovebodiss on the 'Peotwall’ nlnA cnu pmmtn to date t8 .. s
approximately 52,000 tons, which has produced lesd mﬂ zine concentrates

of rvespective gross and net-smelter values of §3,600,000 and $2,300,000,

Current mine production is slightly over 100 dry tons per day
of ore having & net smelter value - millhesd basis - of about $36.00
~per tom, With total operating-exploration gosts at about $25.00 per
ton, the net profit iz about §11.00 par tom of ore milled, and well
bolow the average realized to date,

Within the past 6~8 months production demands, cvrew shortages,
and an 1800~foot drive to furnish the vequired 'safety exit' have forsed
& severe curtailment of essential exploration~development operations,
The net vesult of this has been to reduce the ore veserves to the point
vhere they comprise only an 8~month assured supply of mill feed.

The most recent estimates plasce ore veserves at:

(a) ‘rositive’ + 'Probable’ category
L ”.m tone @ Az, 17.5 “."“' n' 6.0%; Zn, 6.5%.

(b) Short-Term 'Possible’ category
= 32,000 tons @ the above grade
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(e) long-Term 'Possible' Category « at presemt productive horison
= 300,000 tons @ the sbove grade,

The writer estimates that sustained production st omnly 3000
 toms per month, with a contimued explorstion progrem, will produce the
following net incomes - after pre-production expense write-off and sub-
sequent production voyalties:
1. Assured S-month Production Period:
24,000 tons for Net TNCOMG..cccscccacsscccoces § 14,356

2. Assured 8 months + Possible 6 mo, Production
42,000 tons for Net INCOMB..ceescscscssasoves ¥ 95,048

3. Assured 8 months + Possible 10 me, Froduction
54,000 tons for Net INCOMG.cccosssvsssssssses $168,780

4. Projected Production after 18 months

3,000 tons/momth for Net Monthly Income, inel, provie
sion for $1.00/tom improvement = §24,000 per month,

In the writer's opinion, the sbove estimates are definitely
conservative; hemce, with some exploration success, and a moderate
up~turn in wetsl prices, esrnings would ineresse substantislly.

Respectfully submitted,

W. M. Sharp, P. Eng.
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INTRODUCT 1O

The writer has prepared this veport at the request of, and on

the basis of the texms of reference suggested by Mr. €. C. Gutyrath,
P. Eng, on, and after mid-Januery, 1972, Briefly, these stipulate
that the report should place most emphasis on the following:

(a)
(b)
(e)

@

(o)

(£)

A brief history or summary of mine development amd production.
A description and evaluation of gurrvent operating practices,

Factual estimates of ‘positive-probable’ and ‘possible’ ore
reserves, _

An estimate of curremt opersting profits - based om pressnt
mine performsnce, mstal pﬂms. and genaral costs.

An estimate of the ut-ufnim potential of the operationm .o M’ M/
over the ters indicsted by the amount of mmhlr*unm s
ore reserves - based on the expected opevatiag costs and

metal prices.

Current plams for comtimued exploration snd development,

The writer and Mr. Cutrath visited the property om January

24, 1972 - this providing a velusble opportumity to inspect curvent
exploration-development rvecords and wining and willing operstions,

During preliminary discussions between dr. Gutrath snd ¥r,

G. ¥. Halkey of Ram-Fotia Mines Ltd,., the latter kindly gave his gom-
sent in regard to our joint inspection of the property end subsequent
prepavation of this veport. The foregoing is duly acknowledged and,
in addition, the writer takes this opportunity to express his appre~
ciation for the kind cooperation and sssistance given by Mr. Wm. Hogs,
Mine Manager,

cmt‘-MOtotnti..
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PROPERTY

The property comprises ons blogk of €5 Crown-graated elaims,
including thres bheld under leasse, From a point closely southwest of
Sandon, it extends southwesterly along the south slope of Carpenter
Creek Valley, over Silver Ridge, snd down the north slope of Silverton
Creek valley. A 2 mile strike-length of the G-nile long msin (Slocan)
lode lies within the Silmonac property - this comprising a centrally~
situsted segment of the through-going structure. To the southwest and
northeast of the ‘Silmonse segment', the lode comtained the former,
major producing wines of the ceamp =~ the ‘Standard’, ‘Masmoth', ‘Hope',
'SilvarsmitheSlocan Star', and 'Richmond Bureks'. |

In addition to the sbove-noted interval of the Main lode, the
Silnonac clnime include: (a) some 1% miles of the 'footwall lode' sys-
tem which is loesally exposed by workings on the "Minniehsha', 'Iveme’,
and ‘Dorothy’ claims, (b) most of the 1y-mile strike length of the
formerly-produstive Wakefield lode, and (¢) a gross length of at
least 1% miles on the Adams~Ivanhoe lode system,

LOCATION & ACCESS

The 4625 portal and mine plant situaste on the scuth slope of
Carpenter Creek Valley approximetely one lime-mile W.S.W. of Saendon,
B.C. From Ssndon, the property is reached by approximately 3 miles
of good gravel rosd. Sandon is comnected to Hew Demver, and Righway 6,
by about 8 miles of paved-to-gravelled public secess road,

The Company’s mill is located on the south bank of Carpenter
Creek, sand closely west (down-stream) of Sendom,

cmm“‘ll.l...’



MINE WORKINGS & GRNERAL PLANT

The mine is serviced by the 4625 edit eross-cut which inter-
sects the lode at some 2900 feet south of the portal, All of the pre~
sent mine workings are situated on and sbove this level, Devslopment

and mining operstions ave carried cut via & system of latersls and con~
" mecting service and stope raises. A safety exit, comprisiang a series
of raise and ervoescut segments, connects the urth end of 4755 Mo, 1

-

e m 'l'h th I “I‘*iﬁ. e AL iy P e T '.;I{ """.l:""r\:‘.;l,:;- i

The following table lists the principal mime workinge omnly.
In the table 'feet cssterly’ snd 'feet westerly' denmote gross lengths
from a N~8 vertical reference plane through the 4623 eross-eut,

Et. Et. EE. It. EE.
4625 X-C 2960 2960
4625 prife/Lateral 680 70 750
4690 prift/Lateral 860 650 1510
4720 Sub~drift 70 50 120
4755 prife/Latexal 900 320 1220
4625 No.6 Service Ree, 230 230
4690 Ne. 1 X-C 280 280
4755 No. 1 X+ 330 330
Exit Raise-Crosseut 9350 750 1800
Total, principal workings 9200
S-West (3996) Lateral, excl X-C's -~ 4100 4100

The mine plant, consisting of diesel-driven compressors and
electric power units, shop, dty, tmr M. and ore bin ere located
next to the 4625 portal., oo - - f |

The flotetion cmmmor@t 3 -!.iu from 4625 mnl) has a
vated capacity of 140-150 t.p.d. of milifoed, Power is supplied by a
312 K.V.A, diesel-electric set. Current through-put is slightly over
100 t,p.d. It produces clean lead and zing goncentrates, is efficient,
ond effects gross vecoveries (record -~ 9 months, 1971) of:

Ag, 96%; Pb, 95%;: 2n/cd, 91%.

Contimued,.oveconvee



BISTORY

The initial stage of explovation which was carried out at the
Buth S~level horisem, via the 5-west latevel, erosscuts, and diesmond
drill holes, extended from late 1963 to wmid~1967. Up-holes from the
wast end of the lateral intersected the Bilmonse ove zone st some 500
ft, in the hangingwall of the drill station., Duriug the fall of 1967
further delineation of the ove sone was sceomplished by surface dlsmond
drilling from the East Pork of Tridbutary Creek,

_ The 4625 evossgut drive, started in late 1968, wes completed

by early spring, 1969, The development of the kuown ore sones them
commenced - this being sufficiently far advanced by August, 1970 to
permit ove extraction at 3000-4000 tons per memth. Milling wes started
early in the following month., Mining snd milling have continued at a
fairly wniform date sioce September, 1970; however, monthly exploration
snd development advances or mill through~put bave varied im accordance
with production reguivements and the mine's interim production cepabi-
lities,

Lead ;ﬂ zine concentrates produced to Jamuary 15, 1972 have
gross and net smelter values, respectively, of some 3.6 snd 2.3 million
dollers, Theoretically, the gross ove potential of the Silmones inter-
val of the Main lode - somputed on a purely statistical basis - iz as
follows:

X 475,000,000 = $25,000,000,

GEOLOGY & MINERALYIZATION
A. Begional
The Sandon section of the camp is cemtrally situated within
the stromgly deformed corrvidor of (Trisssie) srgillacecus-quartmitie~
limy rocks between the Kaslo greenstones to the northesst and the Nelsom
batholith on the south, The deformation has taken the form of &

eﬁthuntuoitoat



regional-scale, composite recusbent fold ('Slocan Fold'), The un-eroded
lower part of the styucturs within the Sandon avea has sn indicated am~
plitude of 5000 feet., The three vesognizeble components of this structure
have been termed, going upward from ite base, the 'Payne’, 'Queen Bess’',
and 'Silver Ridge' folde or 'over-tumme’, Within sach, and excluding
local complications, stvats which dip to the southwest ('west-dip pamels‘)
are stratigraphically right~side up; similarly, those which dip to the
 mortheast (‘east~dip panels') are over-turmed. -

‘,.?,“.JF

Bedding, fold axes, bedding favits, and sills have predominantly
novthwasterly trends, Dips, according to their position within the gen~
aral bedding section, tend to be locally uanifowm - southwesterly, if
within the upright linb of a epecific fold; northeasterly, if within the
over-turned linb; snd vertical te flat-rvolling, if within ‘axial sections’
of the strugture.

surface mappiug within higher parts of the Silmenac property - R
specificelly to the west of, sbove the Carnstion 6100 adit - has ve~ *
vesiled an extensive and distinetive ssectiom of easterly to northeasterly-
striking, southeriy-dipping beds im the hangimgwall of the lode. The
Bilmomse mine workings rarely penstrate the hanging wall bedding section;
however, the admittedly spaves but significant evidence provided by
cccasional bon-hole and stope exposures and drill-hole intersections / ~“'"" '
suggests a sinmilar parallelism of the lode and hangingwall strats. Such
bedding sections are cetegorized as 'lode pamels’. . o Tiooeeis et )

w99 )
y Tk

The distriex silver-lesd-sine mineralization occurs within a
system of essterly to mortheasterly styiking, southerly dipping ‘lodes’
. which cut sharply scross the general bedding section. These are single
yor composite gones of shearing, frecturing, and breeccistion, In gross
width, they venge from less tham 10 fest to ever 100 feet. In geneval,
lode displacesents were such that hangingwall elements of the structure
have moved eastward and downwerd with respect to its footwall elements,

Continved..cevvnses



Prom studies of many former mines in the Slosen camp it has
been shown, in @ brosd way, that the primeipal ovebodies cccurred where
the lode traverses axial sections of the major beddiag folds - with the ~
ore tending to persist withim the west~dipping lisb of the fold, and to
pinch within the sast-dipping limb, wWith the above, zones of promounced
lode deflection provide spesific local ove contyols.

B, Property & Mine

A long vertical seection seross the property shows the higher
beds dipping gently, but eomplexly northeastward to about the 5200' s ol § SOV
horizon, Here, they roll downwsrd, through a zome of drag-flexuring,
to bend back to southwesterly dips in the vieinity of the 5000° horizon,
This 'west-dip' panel appears to persist, within the more competent
quartsitic beds, to at least 100 feet below the 4000° horigon, Purther
sast on the 5-W lateval, end for perhaps 400 ft. sbove and below the
4000' (5-W) horison, the bedding section consists of flatly and ¢losely
folded, sheaved snd foulted mixed argillites and quartzites, From the
shove, the writer tentatively sets the axial planes of the 'Queen Bess'
and 'Payne’ folds at elevations of about 5100 end 3900 feet, respectively.
Allowing for the effect of lode displacements, the general hangingwall
bedding structure should match the asbove - except where tt hu _been
varped fato gemsral paralleliom with the lode, o <o s

_,‘.:Jr’ el

within ﬂu Slm mine workings, the Slocen lode appears as

El M. strong, composite shes- zome traversing & complexly-folded
sssenblege of thiekly to thinly layered guartzites snd argillites which,
in turn, have been intvuded by sills, dykes and irvegular masses of gran~
itle slaééfiet, wWithin the mine workings, the gross width of the product-
ive part of the lode appears to range between 10-40 feet, In detail, it
appesrs as @ zone of multiple, braiding, interconnected shears between i
which lentigular masses of wall vock ave fractured or brecclsted., The A,

lode £111ing is veined and cemented by querts, siderite, and caleite, _ . 7

'
vy P "
P @l ey v
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The sulphide -islul.imiu. consists of galena, sphalerite, minor
ml,ho-uhqu aesocisted pyrite and pyrrhotite; it cecurs in both | i pwts Koo

{ rp et of Bt
fracture~filling and disseminated forms, The full width of the lode »“ -
{s not uniformly mineralised; instead, ove-grade msterial a5 Nf:”;

cscur within two fairly distinct pimching and swelling leyers which "we:‘ il
ave referred to as the 'footwall vein' and ‘hangingwall vein'. Normally, < - »
these are seperated by some 10-20 feet of relatively barrem lode wock, =7
but locally merge, or converge sufficiently so that they may be mined

together. With this, gross widthe mined renge from 1 to 20 feet - the

average being about 7 feet, imcludimg normal wall-rock dilution, The

bulk of the nine production derives from the footwall structure, The
hangingwall vein is only locslly minesble; im fact, it is only vaguely

indicated by drill~holes on some cross-sestions. '

For the most part, the strike and dip-trends of the vein have |
been m-uanf(” by dtamond drt11{ng| From the footwall laterals and
( erosseuts - the data being transleted as footwall vein (lode) -mtmf -
%;Qh-u indicate, from west to east, a l:uﬁ ;;é .‘I‘Zﬂl;:to mthmtnlf: i 9
7o €0 northeasterly - vesulting im sm irregelsr, flatly south-plunging nosé, |
Lode dips generally range betwesn 10-30°, The bend in the lode appears to .
be the result of strike deflections through and over (s tramsverse fault..o- s
and /\"‘m strong porphyry aud gusrtsite. Over the most easterly
 workings, the lode {s trendimg northessterly within wesk, thin-bedded
argillites; im this intevval it sppears 'tight' and contains omly occas~
fonal lenses and streaks of ore, A more favourable structursl situation
is expected where the lode bend: Lo vesume its weual strike - possibly

mnmmz&m its projected t g v ST,
/ ol s.:‘-d-/’"',g 7,%—4/ 2 °§ Amrt foe s ,sz // -J;' /f* LARAALAS < '”1"/':'{”"‘"7“.’4/“': lewrn

B d

m /existing ore bodies situate om both ﬂulr.- of the abm 7 e bl
noted 'nose’. The west orebody has been mimed over respective strike
and dip-lengths of 220 fr. and 350 ft.; the possibility thet it will ex-
tend down-dip for at least another 150 feet seems reasonably good, The
sast orebody has currvently-developed strike snd dip dimemsions of about
200 fe, by 220 ft,.; drill-hole intersections indicate that the ore

Continued,.cocvenves



extends for at least an additional 100 f£t. up-dip. Its possible ex-
tensions below tlni!ﬂi:loh contour avre relatively unexploved.

To date, about GOX of the mine production has come from the
west orebody. Recent dismond~dyill intersections om the lode owver thas
most westerly workings indicate & possibla 300-foot westerly strike~
extonsion of this orebody; further drilling is required before estimates
of the dip-~extent of thia ove section are possibla,

. The 'styuctural position’ of the west orebody sppesrs 'snome-
lous' = on the basis of the ususl relationships betweew lode trends, oo/ actitnie,
relative displecemente, and the logalizetion of orve bodies, lowever,
the writer suspects that local structursl relationships sve unique, in |
*%"f-fgcm of beds over the footwell of the lode and weil into the OpE
m:tmu is essentislly persilel to the lode. With this, the pra= | oo’
‘vailing lode displssements could csuse dvag-folding amd buckling = ve- |
sulting in th devalopment of tmrabh 8., ~pitehing crumple and
breccia zomes,

CURNENT IS OVEBATIONS

Horizontel exploration and development is done mainly by means
of footwall latevals and diswond drilling. The laterals may be defined
as 'footwall drifts®. Thelr position, st 50-100 feet (dip-novmal direct-
ion) under the footwall of the lode, faciletes diasond drill exploration
of up+dip areas of the structure, A lateval cen cbvicusly be advenced
fastey, end at 2 lower cost than 8 drift which would in sofe, heavy lode
material vequire clese support, Also, it is not necessaxy to drive
footwall erosseuts to obtain drilling position, as is the case vhere
drifting is smployed - this providing fundsmental advantages as vegavds
not advamece rates, costs, and the limited availability of akilled
miners,

cmmt"c.".l
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o
[y the upedip esploration and development of the lode from &
/ / / “lateral 16 accomplished by bex-holes and raises - the latter baing
driven on the footwall vein or, gensvally, within the footwall section
of the lode. 1In developing a stope blogk,bexholes, at 75-foot centers,
ave driven thyough the vein ~ with shutes being installed as vequived,
Next, if theve is & sub-drift or laters]l sbove im ths sine ventilation
system, & (slushaer) ralse is drives to counect with it, Tha box holes
are them connested by 2 sill-drift, after which stoping, via slots and
(19') pillars is commenced. The brokem ore is slushed to the sill
drift, thence to the (box~hole) chute vaises, From the chutes it is
losded inte ore cavs, which are then hauled by battery tramser to the
portal ore bin,

The mine orve is truck-tramsported to the mill coarse ove bin,
From this bin the ore passes through jaw and gyratory erushers, throwgh
primary and re-grind ball mills im closed elreuit with a spiral classi~
fier, with the classifier over~flow passing through a lead-sine £lota~
tion g¢ireuit. The respective concesnirates are thisckened, filtered,
and accumulated im bins.

Both lezd and zime concemtrates are trugk-transported to the
Bunker Hill smeiter at Kellogg, Idaho vis a mavketing contraet with
British Metgls Covp.

The nine operates two shifts per day and five days per week;
the mill at three shifte daily and every dey ~ excluding shut~down
tise for maintenanece snd vepnirs, The total work foree is normally:
| Stagf ~ 10
Mine ~ &40
Mill - 15
Total - 65
The everapge operating costs per dry ton, based on & production
rate of approximetely 3000 short dry tons per momth, and with an sliow-
ance for an inmcrease in future labour costs, ave as follows:

Continued,.vovceee



Development & Mining.... § 9.00 v /.25 JO25
m‘mt“.conuouuco-ot 3.‘5 x e
!ﬂli"ﬁill ore mtealaoc ION X

mllm.a.oooooccaoooooo 6.28 X . ;"'— ©
Off108.csvscasseccsvscns 2.15 > o 270
MI......-....-o-... 1.85 ¥ 2:30

Average~total.... $23,90 per dry-ton milled v o,

The opsrstion is efficient, and it is doubtful that operating
costs could be substantially reduced by any alteratiom of the present
operating practices - other than by an increase of the productiom rate.
Howaver, ummanmmmmn-mhmww
nrhﬂu slot exdavstion to the more uniformly minevalised areas of
the lode, Frobably this could be best sccomplished by a preliminary
"blocking~out’ of stoping panels via ﬂln-cml ratlses and/or inter-
mediate sub~drifts,.. v 4~ oo fig

Also, mors attention should be givem towsrds maintsining e
uniform lateral-to-lode spacing -~ which could incresse average diamond-
drilling efficiency and veduce uwnit drilling costs.

ORE RESERVE ESTIMATES

‘Refinitions
Tomnage factor = 10 eu, f&, per dry tem

{a) 'Positive’ ore = Pillars and blocks with ore exposed over most of
perimeter,

() 'probable’ ore = A blogk within or adjacent to a working stope, and
vhich has ore exposed over 1/3 to 1/2 of its peri-
mater, or & block which has been fairly conclusively
delineated by dismond drilling.

{c) 'Possible’ ore » Blocks which could, from geological and/or statistical
evidence, bs axtensions of 'probable’ ore blocks and/or
blocks uhuh could exist beyond the explorved area of
the lode whave geological settings lmt optimum for
#n ore cceurrence.
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Present Ore Raserve per aine office data:
> it v ZobAb1S OF8 soececvcsscscsosssese 26,000 dry tons
et mu !ﬂliﬂn + Probable Ore - with normal dilutiem =
21,000 dry tons @ Ag, 17.5 oz./ton; Pb, 6.0%; Zn, 6.5%, €4, 0,045%

Adition allowed (by writer) for hidden extensions and pillar saivage +
3,000 dry tons at the asbove grade, giving:

Gross Recoverable Positive + Probable Ore =
24,000 dry tons @ Ag, 17.5 on./tom; Pb, 6,0%, Zn, 6.5%, Cd, 0.045%

The following estimates of Possible ore refer to 'local’ or
‘shoré~tem' possibilities; nemely, ore which could scerve from & sus-
tained exploration effort over the mext 8-18 months - at am average
rate of 200 ft. of emploratory tummelling and 1000 ft, of controlled
dianond-drilling per month:

Bloek Location Estimated Toms
w-l down-dip, West ore sone 8,000
w2 up~dip, West ore sones 4,000
W3 west extension, West ore sone . & ,000
E-1  wp~dip, East ove zone 2,000
g£-2  down~dip, Bast ore zone 6,000
E~3 lode bend, N.E. lode extension 8,000
sShort~Term Possible Ore (@ sbove grade) = 32,000 coms
PP RPN, 4 B o AFe '-';'J-u.q.
Ratimates of thcmmuutﬂm potential of the, lih”n > L ,;,/

!.m:n/% ro{! t’ﬁn’n}n lode are necessar }y based on lntutm% )?nh- ( : Code
umm/* hance arve omuuy of @ mua character, ii-m. )

the ‘statistical-total' mey be uumtm eonsiderably by Mtutm

the scope of the estimate to the dip-ramge of the kmown deposits, and “> i
by imeluding a geological-discount faector which represents the mmu/ ) P
frequency at which ‘optimum ore umtmt might oecur within the um~ | . . oA F :':

explored extensions of the lode. The basic premiees sud vesulting . Y
estimates follow:

Gmmﬂﬁi....“oi
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Gross strike-lemgth of lode in Silmonse greund....(2 1/2 mi.) - /..
Strike~length within mine workingl..oscescosovovee 1/4 mi,

Total production to date, SPProX...eseccsccscecses 52,000 tons
Total, positive + probable ore YeSeTVeS.....cceess 26,000 tons
M*tﬂﬂ:a-«n'coaoscctoau‘r-_‘.ocaanooe-ancooc.uu ﬁgm tons
Mluuﬁ ‘digscount Faetor’..sececcesccnsenccaccs 0.5

Projected Ore Reserves ~ ‘possible’ Category
‘%fgg X 76,000 X 0.5 - 76,000 = 304,000 tons
‘Rounded’ estimate = 300,000 tons at above-noted grade,

MET SMELYER VALUES, IBAD & ZINC CONCENTRATES
The follewing eslculations are based ons

(a) Terme of the existing lead and sine concentrate purchase agreements
with British Meotals Corp., Conada,

(b) Curvent metal prices @ Ag = $1.50 per ox. (unofficiasl spot @ $1.585)
b = 14,5¢ par 1b, (New York basis)
. 2= (17.5 ~0,5)¢ per 1b, (New York basis)
cd = §1.75 par ib,

(¢) Treatment surcharges for pollution abatement @ 1se per 1b, of
contained lead and sine in the concentrates.

(4) lsad concentrate grade: Ag, 100 on./ton
{avg, Jan.l ~ Sept. 30, 1971) Po, 66,00 - - o7
o, 7.5%
{e) Zinc eoncentrate grade: Ag, 80 os./ton
{Avg. Jan.l ~ Sept. 30, 1971) o, 54,17 ~ FEFLT
P, 1.0%
cd, 0.4%

{£) Approm, perity of U.8.,~ Canadian curremcy.

Continuad.sovossene
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(66.0~1,5)1 x 95% = 1225.5¢% @ $(0. eove 159,31

g g M B ,‘ » §5.0 o2, @ "l#w*an-ioousswoootao ‘i‘loi&
n @ ?.ﬂ - M‘ Q w.a‘\’scoutonwucan-ovua-ntomuuc : 2:}& ) g”’*.‘i

Wbiﬁlt#li!&ht!.'lcbib!!‘lﬁ‘.liti.lltltl'.t.l.lt $ 23.00
Pollution sbatement, im %3/ sesvsnvesnovenrsnnes 4,40
Bep. & mm; tm mM,itdoao-o-aoinﬂnootuotiu 0.66

Holsture panalty (per Tecord).ccccscorcernsossvvonser ., m o] ,__,,_W-
et Value par Tom, f.0.b, U B, B0ltBT cscssconssosnssnees 276,95
less:

Buty on fead = (“ L 2-0” 12804 @ 9.@0?5 ssvouse ‘ 9.60
Duty on xing = ( 73 = 2,004 = 1068 @ 0067 covcnsee 8.71 »

Freight to MM!’...n.......uuu.uuu..n....u __M___%A‘% SO
MET VALDE PER TON, P.OB. MIllecovssssvsssonscososcscsess 249,

80 = m bl “& “. ‘1-”‘I‘t.lldll."'i.'l.ll. ‘ 26,00
::.h‘. = 10624 x m = 919.7% @ §(0.175 - .008).. 156.33

, = RO payment or duty
0.4% = 8,08 = 2,64 = 5.4¢ @ $(1.73 ~ 0.50).0.00. 6,75 _ $239,10

Traatment {”f sched, v, 2n @ ‘m’ﬁtioiioiciiiltotoo $ 56.25

Poliution abatement » 10820 % 1/ .ccscvcsvccsosssse 3.61

Rep, & m {m TOC0PE o svvosonsconssenvnessvnse gtﬁ

Holiture sz {por 1eC0Td)sveorvsovosvsccvcascerses 0.57 ) ! 60,97
et Vales per Ton, f.0.b, V.8, BRIENT . covsessncnsevsnnes $198.13

less:
Buty on sine = (56.1 - i.ﬂ)’l = 962¢ @ 0.0067 covovvse § 6.43

mw to smeiter {per mﬂ)...n.uuu.u.nu" 15,66 ! 22,11 o

m v‘m m m. IQGQ’. mu;.“l.t..i&il‘t‘i.t‘."tl‘. s‘l".uz

Contiomed,cocovese



NET SMELTER VALUE OF ORE - MILL-HEAD BASIS

Production YELE ..oecoeese 3000 dry toms per month

Mill-feod grade @ Ag, 17.5 os./ton; Pb, 6.0%; 2, 6.5%; Cd, 0.045%
i1l vecoveries @ 96% of Ag: 95% of Pb; 91% of 2Zn/cd

Average grades of copcentrates, Jam, 1 ~ Sept. 30, 1971 - see prev, sact.

Lalgulstion

Gross recuv, matal to Pb + 2Zn concentrates:
Phb = 3000 x 1204 = 95% = 342,000 1bs, per mo,
Zn = 3000 x 1304 x 91% = 354,900 1bs, per me,

pistrib, of vecov. Pb & In (1971 record)
b to laed cong, = 94.5% = 323,190 1bs./mo,
#n to zine cone, » 80,00 = 3'3.’20 1bs, /mo,

lesd concentrate production = %ﬁ » 244,8 dry toms per wo,

Zine eoncentrate production = 3&%& = 262.4 dry tons per mo,

ot mill~value Pb conc., per mo, = 244.8 x 249.34 = § 61,038
ot milli~value Zn cong, peyY mo, = 262.,4 x 176,02 = ' “.l“

TOTAL ssensacs ¥ '1”,:“
HEY SMELTER VALUE OF ORE (@ mill) = % o

L]

The following estimetes are based om:
(a) Metal prices a2 usad in the foregoing caleulations,

(b) Net opesating expanse = total operating expense less
exploration expense, or

Mot operating sxpense = $(23.90 ~ 3,68) = £20,25 per dry ton milled,
{e) Het smeliter valus of ove resevrver (dil.}... $35.74

(d) Net-vecoverable "positive’ + 'prebadblas’
OX® TEBETVEB.cvccavssonsnsessssssnansssasns 24,000 dry tony

{" Mill t‘mﬁ ConBtEnt @ .ecescececcrnss 35,000 dyy toms pay amo,

MMOI...'..I
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(£) Continustion of exploration @ min, monthly advance of 100' - 200
on laterale and crosscuts & 1000' om dia. drilling, _

(g) Currentiy~estim, minimum '1ife' of ove reserves = B months.

() Curvently-estim., life of positive + probable + 'short tamm’ possible
ore wesarvves = (£ & 10.7) me,, or 18 mo, on vecoverable ore.

{i) Wo Federal inccme taxes will apply.

k A

ESL LA e S =IRONCH SEOSReTLo A

(With mlﬂmm lstersls & X-cuts @ 100'/wo, @ $50.00/ft.)
{with explovatory dismond-drilling @ 1000'/mo. @ § 6.50/f¢.)

NSV, ore mllled,ccacrcssenseconscesnsssccossssnsvssssssans $35.74/2

Explovation Expense per tom .... § 3,83

Net Opeveting Expsnse per tom .... $20.23 24.08/T

Gross Operating Profitesscescecscococsscececvscccssasecrscce FLLEG/T

Grose Operating Profit om 24,000 CLOMB,.,ccesssccesssconsasnses $279,840
198 B.Co Mining TK.oocsesssssevusnscssacsscscoscsssces * 25,484

Net Operating Profit on 24,000 LORS,cescucvssscosnsossccsses $254,356

lssa: Bal, of P“*ﬁmtﬂ IO@B.svoossscvsossssssssnsns 8&!‘,@&9
Grosy mj-w-ooo-éossdco-nnoo.ooqte--o--ocdt § 14,356

ESTIMATE B ~ for possible lé-month Production Period

(Vith exploratory leterals & X-cuts @ 200'/mo, @ $47.30/ft.)

{(With explovstory dismond-drilling @ 1000'/mo, @ § 6,50/f£¢.)

NSV, ore “Iimmtttboooytoaonoioov.oolitcold.-coclooooooclro ’”.?‘”

Explovetion Expense per tom .... § 5.33

Net Opersting Bxpense per tom .... $20.25 23,58/%

Cross Cpersting Profit.cceccovscovoccsnrcsnvsvensvsecesssses $10,16/7

Gross Opervating Profit on 14 % 3,000 tonS..ccvscscsvovsccnoee $426,720
Less B.C, Mining Tax (1 year + 1/6 year)eeececccnnssecess = 37,672

Net Operating Profit on 42,000 LONB.coesssscassscssascnsasas $I09,048

1ess: Bal, of pre-production loam = §240,000
Royalty om (14-8) 6 months = § 54,000 §294,000

Groes Earmingl.cescsssscessssssncsocvocssssoncs § 95,048

c“ﬁm.Qlooato
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- 30T LD L8 lO~montn Procun OB FeYioc

(with explovstory leterals ete, & dis, dvill @ 200' @ 47.50 &

1000' @ $6.50)

Gross Operating Profif.cicecccccsccccscrarecsvscrcrcsrsssace $10.16/T

@rose Opuratiag Profit on I8 x 3,000 tome...esvecevcccrccone $348,640
Iass B.C. Nining Tax (1 yesr + 1/2 year).sescvcoscssscese = u,m

Not Operating Profit om 54,000 COMBeccesvcorscosvsvsccnssenes $498,780
less: Bal, of pre~produstion losn = $240,000

Royalty on (16-8) 10 momths = $0,000 !_330 000
Grons Earningl.cccssscscsocsccssvosnssosansese $168,780

The writer considers the above estimstes of groes eammings to

be safely conseyvative. There is a good chance thet they would be sig-
nificantly higher if now ove discoveries veduce the operation’s presemt
dependence on pillars and peripheval ore blocks, which tend to incresse
dilution of the mill~feed, Alsc, an up~turn in metal prices may be ex~
pected by the fall of 1972, if observations by British Metals Corp,
prove to bs correct (ref,, G.C. Mews Letter Mo, 16, 1972), ..o 7o -

BAPLORATION POSSIBILITIRS

Some of these have alveady been noted in the preceding text

but, for convenience of refersance, are included in the following text;

A- ghort Texm

1.
2,
3.
4.

5.

Up, and down-dip extensions of the current west ore sone,
Westerly axtension of the sbove zome,
Up, and dowmn~dip extensions of the curreant east ore zome,

N.E., sxtension of the lode, in the viginity of the anticipated
sharp bend to an easterly styike, i
Westerly extension of the lode possibly (500'~ 1000') to intetva
containing the anticipated socutherly deflection to a W.8.W. strike,
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1. Within the Main lode sm, indicated by lode treands at the
hethu of the Carsation 3480 tunnals, and expected st 2000° ~
m W89, of the E*m wmine MW

Z. Tha Carnation~Mennoth lode iuterval - particularly on the
strike and dip-extensions of forser ove sores,

3. Other lodes within the property ~ mmmn; Mu tiuy
traverse the optisum hovisons of tha ‘Queen Bess'~'Payme'
intervals of the Blecsn Pold,

T G star o
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