A
PRELIMINARY EVALUATION
OF THE
GORDON LAKE PROPERTY
oF

GIANT BAY RESOURCES LT,

Arthur T. Fisher & Azsociates Llmited
3383 Marlowe: Drive
West Yancouyer, British Columbia

tHovember 25, 1985



f.,@ﬁrc/,réﬂjb j?._ ,_%.E:i/z’et& W ﬁdﬂ&&é&x o%'frxféfa"/(

DTAEMEIUNE SIANL, RS VANGOLWGE NG w2 1) |02 333- 5!

CERTIFICATE

1, Arthur T, Fisher, P. Eng., Mining Consultan: of

3343 Marine Lrive
West Vancoover, B.C,
Wrel I

do hereby carrify thar

1}

7

3

4)

6}

7]

2)

E)
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Scotland (19630

I hoeld a Diploma i Business Administratien frem the Universlty of
Edinburgh {1965
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{am teglstered ac 3 Chartered Engliser, Londan, Lngland.
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Duclng the perleod 198G - 1245 | was Vice President, Mining, Crickson
Gold Mines, ¥anoouyeat.
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examination of the proparty or deill core has been made,

F have no inlerest, nor do T expect to receive any interest either directly
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SUMMARY

The Gordon Lake property was acquired by Glant Bay Resources Ltd. of
Yancoirrer [n 1982, Tt is located about 50 miles north of Yellgwknife, Morthwest
Tearritoriss, and can be reached by road in winter or by fTost plare in summer.

The property has been explored during the summers of 1983, 19%0 and
threvghout 1285, with total exploration axpendltures in this period amounting to
about $2.5 million. Approximataly 30,000 feet of dlamend drilling have been
completad idantifying gold mineralization in saveral zonws, In one of these zones
a steeply dipping wein structure caleulated by Glant Bay: to amount to 324,000
tons At an in-situ grade of 0,24 aunews of geold per ton has been identified, Withln
thls zone, higher-grade lensas of ore have been delinmsted and have bsen
calculated ta contain drill Indlcated reserves of about 157,000 tons of ore at a
fully diluted rineable grade of 0.35 aunces of gold per ton.

Metllurgical testing of the are indicates that tlotation treatment of the ore
will glve a gald recovery of 4% and that the resulting concentrate wlll be trwatad
on site In 3 cyanide circuit to glve an averall recovery of 29.5%,

It 1s recommended that explocation of the miteraliz=d zones be contlnued in .
1986 and that this expleration include underground development af the uré;_-zune. '
This development will include delving a ramp to a level about 200 feet below
surface and then driving twa ralses through the minerailized zane such that
detailed =ampling of the ore can be completed and a sulk sampie of tha ore
obigined, Estimated expenditure Involved in such an exploration pregramme is
about 1.5 millen.

Provided the exploration programme conifirms the size and quallty of the

gold mineralization above the 200 level, It is concluded that the drill-indlcatsd



resatved in the No, | Zone are sufficient to support a vieble operatlen at fhe
current gold seice of ULS, 5325 per ounce.

It is estimated that the capital cost required to Brlng the project to
preduction at the recammended scale of operation (e, 300 tons milled per day)

will b abaut 519.3 million as shown below.

bine Development 5 1,650,000
Mine Equlipment 200, 004
Mill %, 100, 000
Infrastructure 1,660,000
Total Capital Expenditure $ 7,650,000
Contingency Allowance | 5% 1, [%7F, 000
Worklng Capital (2 months) L, 456,000
Trtal Preproductlsn Expenditure 514,283,000

At the recaommended scale of production, 1t is estimated that the total cash
cast of apetation of the complex, including Head Office costs, will ba about §82
Der tof.

Undet the a.'b-;we mndiﬂc:ns and at a gold price of U5, 5325 par sunee, the
revenue per ton of ore processed will be abeut 3135 to yield an aparating margin
of 352 per ton milled or $8.2 mllllan fram the current reserve in the No. 1 Zone.

The present value of the reserve dadined to date is about 50.4 milllon and
*he after tax rate of return on the Initial investment of 310,32 million is 13,3%,

It is also recammended that exploration of four other gold-bearlng vein
structures which bave been dlscavered on the Gardon Lake Property he continued
durlng 1986 and that a total of about $1.0 million be provided for such
exploration,

The present value of the property is shown to increass from 504 milllen to

3.5 million [f the ore reserve can be expanded from 157,000 tons to 250,00 tens

-7
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of simllar grade material, or t¢ $%.6 million [f the tutal reserve can Se expanded
te 500,000 tons of simiar grade ore,

The Increase in the present value of the project is indleative of the
senaltivity of the evaluation ta increasing reservas and of the desleability of
centinuing an actlve exploration programme &t the property during 1926,

¥aluations af the No.l Zone of the Gordon Lake project under various

acales of aperation sad at the above ore reserve levels are shown in Table L
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INTRODAICTION

Arthur T. Flsher & Assoclates Limited racmived 3 requr.:st in mid-September
I38] Iromn be, Ross O, Glanville, President of Gilant Bay Resources Lid, (Glant
Bay) to review and evaluate the results of exploration programmes completed
during 1983, 1234 and 1935 at the Gordon Lake peoperty, Northwest Tarritories.
The principal discovery of Interest at the property is a series of quartz valins that
haye baen shown to host extensive gold minerall=atlon.

This avaluation of the mineralized zones delineated by these programmes ls
based gn data supplied by the Glant Bay exploration crew and, In pa.l‘tl::ul'..a.r, o
information provided by Dr. Juan CasHes who directed the exploration activities
in 1385 and also on site during the 1984 axploration sesscn. Dir. Caelles also
calculated the ore reoerves,

Frincipal sources of information used in this sty comprise various plans
and sections pf the mineralized zones together with driil logs, essavs of the
mineralization and eytimates of the speelflc sravity of the minerallzed materjal,
The assaya wers undartaken by Loring Laboratorias of Calgary in 1955 wlth some
check assays being performed by Chernex Labaratories of Yancouver, Chermex "
performed all assays in 1285, Speclle gravity measurements were p-trfm‘:ﬁ;éd by -
Glant Bay staff during [ 935,

In addltion, certain metallurgleal studies of the minerallzed matsrial
prepared by Coastech Research Inc. of MNorth Yancouver wers raviewsd during the
course of this study.

The co-operation of the staif of Glant Bay Resources Ltd, in the prepararion

af this report Is gratefully acknowledged.



THE PROPERTY

LOCATION AND ACCESS

The Gordon Lake propercty is located on the west slde of Gordan Lake which
Is 50 alr miles notth-nartheast of Yellowkniie, the capital city of the Neorthwest
Territories, as 1= shown 1n Figupe |,

The property ls accessible in summer, when tha lakes zre free of ice, from
late May ta mid-October by floatequlpped aircraft ranging in size from a
Cessna 185 with an 800 Ib, payload to a Twin Orter with 2 4,000 |b. peyload.

The property ls accessible in winter by ski-equipped aircratt and by trucks
aperatlng on winter roads built on the frozen lakes and tundra. The ski-squlsped
zircraft range ln size frem a Cessna 135 up to a DLC.-3 with a 7,000 [b. payload,
Trucks with 20 ton paylvads yse the winter road from January to March when the
ize thickness ia adequate,

The winter truck route to the Salmita Mine and the Lupin Mine, both In the
barren lands north of Yellowknlfe, passes east from the city for 50 miles on an
all-weather gravel highway called the Ingraham Trall, then turms north on the
frozen iakes and tundra and along the centre of Gordon Lake, passing within two
mlles of the Gordon Lake property,

The Gordon Lake property ls located about 8% road mllas from Yellowknife,
Freight can be moved to the property fram Yellowknife at a cost of about $50 per
ton and ore could be trusked from the praperty to 3 mill in Vellowknllz at a cost

of about 530 per ton,

CLIMATE
The climate of the Gorden Lake area is severs with temperaiures ranging

from about +209C in summer to below -30°C lor short perieds during the winter.
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Yery low temperatures can be sncountered between November and March., Annual

rainfall in the area is about 1.0 matre,

CONTROL OF PROFPERTY

The Gordon Lake property cu.nsist& of L2 contlpuous minecal claims
containing %433 acres which arve legally described in Teble 11, with the ¢lzim lapse
dzte and size being shown beside the legal description.

"The LYNK 1 to & clajms are contained In a Crown Lease Mo, 2450 and they
are legally describead as Lot 329, Group 1015, shown on Survey Plan 5703f. Mo
further assessment work is necessary or can be recorded on these claims.

The clalms are either owned outright by Siant Bay Resources Ltd, or havs
been purchased by virtue of an agreement with over-riding condltlons.

Although the racerds for the claims were not mxamined during the course af
this study, the clalms are all reportad by the company ta he in good standing as
shown above.

The claims are shown In Figures 2 and 3.

PROPERTY HISTORY

Exploration of the Gordon Lake property was first recorded In 1938 when
the Borealis Syndicate carvied out extensive tranching, stripping and sampling of
the gold-bearing quartz vains together with some minor drilling of the zones.

v 1344 Lynk Yellowknife Cold Mines drilled 2,600 fest in 1S drill holas.

[n 1983 the property was staked by the Irly Blrd Gold Syndicate and was
subsequently acquired by Giant Bay. In that year 2,795 feat of diameond drilling
were completed, Gold mineralizatlon of ceoromic grade was Intarsactad in three
separate zones. Exploration expenditure on the Gorden Lake property by Giant

Bay in 1933 amounted to about 515,000,



TABLE Il

GIANT BAY RESOURCES LIMITED
LANDS COMPRISING
THE GORIION LAKE PROPERTY

Tag Lapse
Clalm MName Murmber Acreape _Data
Ar Fi2131 7Z3.1 26/01/87
Bea Fo133 216.0 26/01/ 2%
Bales MN2%414 206.6 01703758
bake #1 Fl.765 206.6 06/06/58
bMake #2 FO3443 103.3 06,06/ 88
Ad F10304 951.7 06/ 06/ 28
Ar £l Fl176s 5.6 0606/ 35
POL F10302 1,187, 06/ 06/ 38
LYNK 1 46293 ) 12/DEf92
LYNK 2 45294 :; 12408792
LYNK 3 45295 ; ' a2 12f08/92
LYNK 4 45296 ; 12/08,52

12 Claims &,%43 Acres
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Buring the spring and summer of 1934 Gilant Pay conducted more extonsive
evploration of the property. The 1%8% programme Included pgrid cutting,
tnagnetometer sucvey, mapping, sampling of ald surface workings, diamond
drilling of 20,537 feet In 64 holes and percusaion drilling of 1,630 feet in 20 holes.
Exploration expenditure in 1984 ameunted to about 31.5 milian,

In 1235 the exploration programeme extended the 198 cur grid, and
completed magnetometer and other geophysical surveys over the 1985 grid
togethar with mapping and prospecting of the new grid in detail. In addition, the
remalnder of the property was prospected on a reconnaissance seale.

Alter the discovery of varisus veln s.truutures in 1985, trenchas were dug
across the new showings while 5,333 leet of diamond drilling wers completed in 30

holes. Exploration expenditures In 1983 are axpected to total about 5700,000,



GEOLOGY.

REGIONAL GEQLOGY.

All consolidated rocks In the Gordon Lake arma are early Precambrian
sadiments of the Yellowknife Group., They include beds of greyweckes and slats
with lesser beds of gquartzite, arkose and chert. In mes: c=ses hedding 1=
conspicdous but, In a few localities, it is obscured to the extant that individual
beds are difficult to recegnize, The most typical stratum in the assemblage
consists of an arenacequs base grading o a silty or muddy tep and it is this
gradatlon of grain slze that permits the detsrmination of stratigraphic tops and
therefore the recognition of felds in the rocks. The beds all dip stewply with many
being averturned; the prevailing trend s northeast in the eastern part of the area
and northwest in the western part,

The rocks have besn affected by two stages of deformatlon. The first stage
produced isnclinal folds with relatively clossly-spaced axlal planes while the
second stage refolded the rocks into a series of complex, open, greeply-plunging
folds. This second period of deformation warped bodh the limbs and the axial
planes of the earlier isoclinal folds and resulted in a complex pattern which iz
ftequently diifleolt to interpret.

Quartz velns showing e varlety of structural contrals were introduced along
the flanks and axlal zomes of the folds, These quartz structures contaln pold
values which can be in 2xcess of one ounce of gold per ton and saveral feet thick

in placms,
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GEOLOGY OF THE GORDON LAKE PROPERTY
The property [s underlain by the Archean Yellawlnife Supergroup which is

locally made up of a turbidite saquence compesed pradominantly of greywackes
with Intercalations of subordinate slitstones and less abundamtly arzillites.

The grmywackes cocur as [ight 1o dark grey, medivm o fine-gralned heds
which vary in thickness from 3 few inches 1o mora than three feet,

The inmrcalated siltstones and argillltes are grey to dark grey, thinly
Becidwd and giten show contarted bedding, a praduct of slumping ar drag folding,

Black siltstones which are partly arglllic are a very minar companent of the
sedimantary sequence and accur in very restrictsd aress, The aceurrences are
usually asspcisted with [3% fo 30% quartz, 2% to 15% sulphides (pyrite,
pyrrhotite and arsenepyrits) and contain geld These zones commonly exhibit
brecclation which is believed ta have occurred as a rasult of forceful Injaction of
remobilized quartz, |

Serveral disbase dykes striking northwestocly and up to 100 feet wide have
been mapped on the property. These dykes crosscut gll the structural features

[ndicating their poyi-tectonic amplacement.

Highly-irregular quartz veining is wery common within the pmpert;r.'—‘ Twa

types of quartz are recognizable macroscopically: grey quartz and white quartz.
Grey quartz varies in colour from light grey to bleish grey and is, at leagt locally,
Tt and injected by white quartz velns. In most places white quarts has a more
erratic  dlstrlbution than the grey varlety and often shows evidence of
=mplacement by for¢einl injection. The whita guartz coHmmenly ccours aa
isglated blow-outs in low prassure 2zomes and in tengion gashes without any
disgernible access conduity, strongly suggesting local remobillzatios and

emplacement during folding,



Gold minerslization on the property s asesciated with quartz and, in places,
with black, carbonaceous, fine-grained siltstones in zones up to 110 feet wide.
The gold is mosily coarse gralned with common eccurrences of vislhle gold, The

gold-bearing zones are locatsd in aress of structural complexity whers diag

folding is often present,

-10-
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ORE RESERVES
The method of  mineeal inventory estimation which has baen used to
calcujate the reserve dellneated by the axploration programmes is to sgtimate the
mineralized volume by plotting all available geclogical and drlll hals information
on 2 series of sectlona sikch that a three dimensionsl interpretation of the deposit
ts developed. From thix mode] the mlue and tonrage of the mineralized zone can

be calculated.

SPECIFIC GRAYITY

Yarious messurements of the specific gravity of the are material have beasn
made Ly the exploration group. It is apparent from these studies that the specific
gravity of the ore [s about 22 [ie. cne cublc meter of are weights 23 tonnes).

This factor has been used in the calzolation of the tonnags of the teserve,

GRADE DETERMINATION
Determination of the average grade of the ore an =ach section has Been
made by the weighted averags of the drill intercept values for the ssctlon.

Datarmipation of the averags grade in the total mineralized zone identiflad o

date has then been made by weighted average of each section mccording 1o the

tennage in that sectlon.

The determination of the tonnage and grade of the depasit has been made
principally on the cross sectlons of the mineralized zane and thizs has been
checked againgt 2 similar computation based on the [ongltudinal section of thw ore
boady.

Cross sections of the ore body can B seen in Flgure & through Figure 12,

while g longitudinal section of the ore beddy is shown in Elgurse 13.

-II =
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TABLE I

GORDON LAKE PROJECT OF
GIANT BAY RESCURCES LTD,

NUMBER ONE ZONE

DRILL INDICATED ORE RESERYHS - BY SECTION

Grade  Total Diation  Dllutien Total Grade Total
Section _Tong D=z.fTon _0z. _ Tens 2. Tons Oz, Ten Q.

A 8,927 .ed39 F,037 2,231 223 11,158 307 5,650

B 35,002 204 13,6041 &,750 Ly g £3,752 263 11,516

c 18,102  .801 15,500 3,325 £52 22,627 .86l 15,952

D F.433 289 2,155 1,284 185 9,322 L2531 2,351

E 24,155 313 7,681 5,038 £03 30,193 L3TR R:288

F 2,891 .36 ElZ 622 g2 3302 ZeS 7k

o 25,793 L3783 9,730 €,448 B4k F2,2%1 .32 10,394

H - - - . _ - - i}

[ 3,677 L377 1,311 263 26 4,346 L32%  _1,397
Total 125,405 517 - 52,286 31,347 3,045 156,942 344 34,921
Motes: 1) Cut-off prade - 0.5 ozfton.

2} Minimuem mining wisith - 4 fest,
3) Dilution - 25% at 0.1 oz./ton,

Mining Eesarve = 176,742 tons at a dlluted grade of 0,384 oz /ton,



TABLE IV

CORDON LAKE PROJECT OF
GEANT BAY RESOURCES LTH.
NUOMEER. ONE ZOME

DRILL INDICATED MINERAL INVENTORY - BY SECTION

Section

T O @ omog o0 =

Total

Motes:

1]
Z)
E}

Grads Tatal

_Tons 0z./Ten Oz
17,385 366 6,363
23,586 -179 16,802
83,687 273 23,393
31,717 143 4,538
31,379 irh 3,598
2,891 . 328 B2
27 hak L35l 2,358
31,633 « 200 6y 207
_ 3,477 277 1,311
324,479 23R 74,379

Cut—2if grade = 11 az.{ton.
Mintmum mining width - 4 fest.

Mineral Inventary - 328,479 tons at in-sito grade of 2,233
o2, ftan,




CUT-CFF GRADE

Far the purpuﬁ af this study the mineralized ressrys h.ubn:n caleutated at
a cut-off grade of 0.1 cunces gold per ton over a minimum width of four lest. Mo
allowansm hay bemn made for the silver content of the ore since nat ondy is the
sliver grade low, but the price of silver {3 also low such that silver will make no
meaningful contribition t the cash flow resuiting from processing of the are.
Baview of the mineral reserve in sssociation with the estlmated cast of mining
and processing the are indicates that under current gold price, minsrallzed bloclks
wlth & grade of less than 0.0 oz. gold per ton cannot be mined economically.
Hunce, the mineralized reserve Gas been divided lnto "low grade hlacks" and Mhigh
grade blocks".
Low Grade Blocks

Based on a gold price of Canadian $45) per cunce (1.5, 5325} and a recavery
of 80% =zt a head grade of 4.1 cunce per ton, the revenue per ton at a cut-off [mit
of I;I.L Qunce petr ton 18 as shown below,

Eevenue = 3430 x 0. x 0,20
= $36,00 per ton

From the operating cost section of this report, It can be seen that .‘;irdng'
and procesing of are at a cut-eif grade of 0.1 ounces gald per zon will be
uneconomlc at & gold price of 3550 per punce. Hence, at the pessent price of
gold, these blocks can be censidered to be part of the "minaral lnventory* of the

deposlt delinzated to dats, althcugh not part of the trus "ore ressreces’,

- 12 -
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High Grade Blocks
Bas=d cn a gulcfpri:e af Canadian %450 per Qunce and a recavery of 0% at

a head grada of (.2 ounces per ton, the revenue per ton at a cut-off lmit of 3.2
ounces per ton s as shown below,
Revenue = 5450 x 0.2 x 0,940
= 32100 per ton

Frm-n the operating cost saction of this report, It c2n be sean that at a soale
of cperatlon of about 300 tons milled per day or greatar, mining and processing of
ore 2t a grade of 0.2 ciness gold per ton wili brcome ecotomic at a gold price of
Ih3. $5325 per ocunce, hence these blocks have been Includsd in the current ore

eserrel.

DILUTION

Fiamination of the drlll dara and discussion with the sxploration staff
indicates that both the ars and the country rock are competent and will not dliute
the broksn ore excexsively by scaling during mining activity. However, the are
will have to be mined tv an agsmey cut-off limit which is determined by the
regident geologlst after assaying of chip samples. At the peesent time no visual -
methed 1z known whersby Yore” can be differestated from "waste™ or lnw:;m:h...
material.

To allow for Inevitable mining of low grade material during the extraction
process, it has been concluded that ahout 25% dlutlon will oocur end that the

grade of the diluting materlal will 5e 4,1 ounce gold per tan,

-13-
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CUTTING PROCEDURES

It is fraquently normal practics In tha gold mining Industry for anomalously-
high sample velves t© be reduced before being included in the ore reseyve
¢alculation. The methods used to cut values vary fram gold proparty to gald
proparty and have neccnally been devised as an empirical method of reconcillng
gold recavery to sampled valties. "Tha rationale behind much techniques s
genwrally acraptad as seeking to discount the nugget effect of large graln slzas of
gold baing recorded [n mmples and tanem distorting the gold grade indications.

The mathad ih use in the Con Aline in Yellowlknife i3 to reduce any [ndividual
samtple valis over thege cunces per ton @ three ounces per ton. This mathod is
found o reconcile the sampled values and the milf feed grade. Thls proceduyrs Has

bean used in the computation of the Sordon Lake reserve,

QRE RESERVE CALCULATIONS
The drill-lndicated ore reserve tonnage calenlated by Giant Bay for sach
section of the No. | Zane and the associated gold grades are shown in Table 11,
The mirweal imrentory tennage calculated for each sastlon od the Mo, | Zone

and the azsoclated gold gradas are shown in Table IV.

~ 1% -
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EXPLORATION POTENTIAL
Tha drill-indicated reserves delineated to date are all .within the No. 1 Ore
Zoma aj shown jn Figure 1%; however, three other zanes have besn discovered by,
prospecting of the claimsz to date. Some Initlal exploration of theze 2onm: haz
bee=n underiaken as discussed below although, as yet, !nsuﬁi:innt tranching ar

diilling has bean complated to dedine an ore reserve in any of the zones.

THE LYME AREA

Four gold h;al'ing zones have been discoversd [n the Lynk Area: T32, T,
T15, and Wooferinm, These zones were dizcoversd by trenching and wers
subsequently diamond drilled. They are apparently aligned with the siructural
trend, although there is no evidence at prezent that thay form parts of 3 single
Zone, Resampling of the old trenches gave encouraging pold values over widths of
about wight femt and this [=d to driiling of the zane.

'During the summer of 1985, & total of slx diamond drill holes was drilled
berneatty thw cem prade trench showlngs but, as y»t, this has not demonstrated
aontinuity of the mineralization to depth. Further drilling of the zone is still
justified and it is recommended that thls pracesds in [926, .

A powtion of the Lynk Zone, known as the Woofsrine Showing g m;}wn in
Figueas 18 and |7, demonsirated mineralization over a zone width of about 77
Ieet. Sampling af this trench was sufflclently encouraging for three dizmond drill
holes 0 be complated on the zone, Two of these holes encountared good grade
mineralization, Le, %4 of 1.62 cunces per ten ln ane hale; while in the sacond
Zone, twa miveralized zenes were intersected, 2.3' at 0.} 59 ounces per ton and
7.2 at 0.203 ounces per ton, Purther exploratocy dritling of the Woolerine

Showlng Is recommended for the [958 exploratlon season.

- 13-
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- Drill results from T3Z, TL1 and TLF areas also gave encourdging results as
shown in Flgures L&, 17 and 18, These areas alse merlt further sxploration n
193¢,

THE NHO. 2 Z0NE

Az in the Lynk Area, the MNo. 2 Zone appears Io ¢ontain ore grade
mineralization in lenses located near to surface although, as yot, insufficient
exploration has been complated to parmit a minerad inventory to e celculated for
the zone.

A total af eight dismond drill botas has been completed in the Ne. 2 Zane.
Two holes have Intersected substantial mineralization comprislng 189 fest of
muinsrallzed 2one at a grade of (L3] cunces gold per ton and 7.9 fest of .40
gunces gold per ton In the second hols.

This remains & primary =upl-::rntlr§n targat for the 1986 season. Tha
potentlal of the zome appears, at orosant, 1o be for small high zrade lenses of o
loceted rear surizce and perhaps aited 1o apen pit mining. However, It is noted

that the potential of the Ne. 2 Zane at depth has not yet been tested.

THE NQ, & ZOMNE

Thiz zone has had a tatal of seven diamond drill heoles cornpletad r;.;date."
Total drilled footage for the zone 15 1,511 fmat, The recorded drill insections for
the zone were /.1 feet of minerallzed zae at a gold grade of (0.24 cunces par ton
and 24.2 feet at a gold grade of 0,10 cunces per ton, The zone remalng open ta
depth and in gne directian.

It iz a significant exploration tarpet for the 1985 season.

- 15 =



q0mg FT

"
GORDGON LAKE

1

P

ARTIEAR T FISHER & 25SOCIATES LIMITED
GiANT BAY RESQURCES LT

GORMDON LAKE FPROPERTY

MINERALIZED ZONES

d
___GORODN LAKE W W iy
CEacE ;'q:-n-n‘l"""“‘ acs 1763 | ' FEG [4




DHBSL-2S

DHBSL-24

w2

£

CHESL-26

LA
—o—".vﬁ!‘fl?l

-3

LEGEND

|27 |  sOLD-BEARING, QUARTZ-RICH ZONE
[ ] METASEDIMENTS, MAINLY GREYWACKES
="  QORILL HOLE

———  TRENCH

e BEDDING
et FOLLATION
& SURVEY STATION
# 1 1 1 1 I 1 1 1 i J
0 50 130 FT

&RTHUR T, FISHER B AS530CIATES 110

GIANT BAY RESGURCES LTD.

DRILL HOLE LCCATIONS

WOCFERINE ZONE

GORDON LAKE, NW.T.

ORAWN: nAaTE

SCALE N a0 FiG, 15

REV'D ocT &5




LEGEND

GOLD-BEARING, GUARTI-RICH ZONE

| — |  METASEDIMENTS, MAINLY GREYWACKES

e " ORILL HOLE
,:‘:f TRENCH
A BEDUING
v FOLIATION
Pl SURVEY STATION
1 sTRATIGRAPHIC ToP

|. L 1 L ] | 1 I A 1 J
a s4a oo FT

ARTHUR T. FISHER & ASSCCIATES LTD

GIANT BAY RESQURCES LTD.

DRILL HOLE LOCATIONS

T-32 AREA

GORDON LAKE, WN.W.T
DRAWH: GATE
REWD. OCT. 85

scalEMaag

cic. |1 8




/" - ..,\ DHASL-2I
[Jkl(-‘i ga5L-258
".,k DHRSL-27
AT
. DHESL-20 O
", B
T,
- o
A .
« IR
= L
" ~.
- ~—
L = = b
=F
.
A ,,-*"'J Y o
-— ,_\_\/
- o
___.-""- — —_—  — o — J— [

LEGEND

L

SOLD-BEARING, QUARTZ-RICH ZONE
METASEDIMENTS, MAINLY GREYWACKES
ORILL HOLE

TRENEGH

BEDOING

FOLIATION

SURVEY STATION

I_i ] L I'I ] ] i i ]
O 50 oo FT

. ARTHUR T. FISHER 6 ASSOCIATES LT,

GIANT BAY RESQURCES LTD.

' DRILL HOLE LOCATIONS
T-11 AREA

GORDON LAKE, NW.T.

seaLe s ag RN DATE
3

. . FIG. |7
REV'D: oCl1. 85 ‘




()
/<\Etddinq

. EHASL-22

Lo

FHOSL-18

LEGEND

GOLD-BEARING, QUARTZ.-HICH ZONE

NRILL HAOLE
TREHGH
BEDGING

FOLIATION

SURVEY STATIONM
STRATIGRAFPHIC TOP

| L A 1 | | 1 1 1 1 I

a ag 100 FT

[ ] METASEDIMENTS, MAINLY GREYWACKES
.
-..—_._.—'__'__'.-_..-l\_
-
_.J_..-
1
£

11

ARTHUR T, FISHER B ASSOCIATES | TD

CGLANT BAY RESOURCES LTD.

DRILL HOLE LOCATIONS
TRENCH-IS AREA

GORDCN LAKE, NWT.

DR AWM DATE

El:..tn.LE "z g0 FIG. t8

REY OCT. B &




Akeon T, Fdn ¥ Rsosinioss Fomid

SUMMARY OF EXPLORATION POTENTIAL

The Gordon Lake proparty has demonsirated gold valuesz on the Mo, | Zone
over a sirike length of about éuu fect and to A depth of 300 feet. The thickness of
tha zone é.nd the grads of the gold mineralization at 500 feet appear as strong as
at suriace, hence potential for further defineation of ore on thls system appears

Four mineralizad zones of similar character to the maln zone have been
explored by bath surface workings and dlamond drilling. Fach of the zones has
heen demonstraied to have substantlal width and each has been demonstrated to
have ore zrade valos,

At the present stage of exploration of the project, the "exploration
patential” of the claims s estimated to be aboirt 500,000 tons at a mill feed grade
similar to thet established on the Mo, | Zone {i=. about 0,394 ounces gald per

fan), ‘
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THE MINE
- The are rezerves in the Moo 1 Zone of the Gordon Lake property have he2sn
identified In a guartz-rlch zone which has been dellneated over 3 strike length of
about €00 fget and which have been drilled off to a depth of about 300 feet,
Explaration of the milberal reserve to obtaln a bulk sample will requice
development of a ramp from surface to open up twa levels - the upper level about

200 feet helow surface and the lower level at about 5£3D feet below surface.

MAJOR DEVELOPMENT
Accmss Hamp

[t i3 proposed that the maln access ramp wil be delven down a@ an
incUnation of aboat 12.5%. Hence, to reach the level 200 feet helow surface, It
wlll be necessary to drive a total .-:Listanr_'e af 1,600 feet. It L& proposed that the
ramap have a cross section of about 10'x 117 end that it be developed
cenventicnally using jack leg drills and a r'.r.rn. cubic yard scooptram 1@ muck out
the broken rock.

Eirai Production Level

At a level of about 200 feet below surface, it is propesed to develop a
herizontal drift about 50 feet in the footwall of the ore zone, This level will be
about I0'x 19" In cross section. [Frovn this lewel it is proposed to develop a series
of draw points ah:;ut 50 femt apart from =ach pther [nto the gre rone, The draw
points will then be linked together in the ore zone and then the vertical ore will
be smloed 1In 2 conventional shrinkage stope, Study of the ore tessrye sectlons
indicabes that the mineralised material s =5t suited t0 extraction by
corwentiohal sheinkage mining where relatively small blasts can be taken osing

hand-held rockdrills.  Mining [o this way will anable selact|ve sxtraction to be

-8~




practlced slhes It appears that intense grade control znd mining to assay
boundaries wlll be necessaty because 0 date no visdal difference has >een noted

between high and low-grads ima terial,

Mine Equlpinent
It is preposed that the ramp will be eculpped with 2 rubber-tired diese! dump

truck with a L0 tan <zpacity. This vehicle wll draw ore from a storege bin
immediately below the Z}0 level and will transpori it to the courss ore bin of the
mill.

[t is proposed that the 200 level initially, and subzequently the 00 leval,
will be equipped with a rall-mounted mine locomotive and five-tan capacity
Granby-type mine cars. Thls system will be usad to transfer ore from the draw
pulnts af the shrinkage stope to the storage hin beside the ramp. Twe locomotives
and eight mine cars wil be tequired to maintain the ore feed at a rate of 300 tons
milled per day.

Compreased akr supply 1o the mine will be provided by a partable 1200 CFM
diesel compressor installed near te the portal, This unit will be backed up by 3
68 CFM compressor. These unlts can be leased at a monthly cest of about
510,000, Mine dralnage will be provided by immerslble pumps which can be leasad
at ahout $5,000 per month.

Ore will e transferred from the draw poinis to ihe mine cars 3y pneumatic
powered rail-mounted rouckers of the Atlas Copce L.H. 58 type.

All of the above equipment Is readily availzhle on the secondhand market
with the exception of the 10 ton dies2]l dump truck which will probasly have tu be

putchased new from a supplier such as Wajarx Industiries.

-1 .




Exploration and Access Rajses

[t is proposed that two explocation rajses will be driven Jp at about 54° from
thE. 200 level to surface through the ore zone. Thess raises will enable a
representatlve bulk sample of the ore to be recovered for detailed metallurgical
studles and will also rajse the status of the ore reserve from "drill indicated” 1o
Aprayen™.

Ln the assumption that the raises do indeed prove the quality of the rescrve,
1t is then proposed that two ar three sublevels be developed within the are zone to
delincate the horizontal extent of the are,

Whan the sublevela are complete, it will be necessary to develop ooz or
more raizes in the country rock as permanent access ways to the shrinkape stopes

which will be sat up In the ore zone,

UNDERGROUMND QRE STORAGE

Very little ore storage, other than s short ore pass below the 260 [avel, will
be necessary initially since the sheinkage stapes in themseivez will serve as ore
storage Linsg,

The capacity of the ove bin Selew the 200 level should be about 230 tons or
zbout 1% hours capacity when the mill is operating at a scale of 300 tons mllled
per day,

THE FHRINKAGE METHOD

It iz proposed that several small shrinkage stopes be set up on the high grade
lenses of the ore body. These stopes will be developed from the sublevels using
hand-held rockdrills such that good prade conirol can be exercised. The fac: that

the ore cannot readily be differentiated from waste will require frequent

-2 -




geological control and constant sampllng te ensore that mining is confioed to the

Une ECHie.

LIFE OF MINE PLAN

The diluted ore reserve of about 157,10 tons wlll be sufficient to suppart
production at a rate of 300 tons mllled per day for sbout '8 months. Buring this
Fetiod it will be necessary to develop both the #00 and 600 levels.

It Iz prebable that, durlng this pericd, angping exploration will reveal
extenslons to the existing ressrve. Typically in small gold mines of this nature,
the ore reserve is sufficlent to support production for about two years, but
ongoing exploration maintains the reserve at this level for many vears.

It is expected that the Gordon Lake project will conform to this model,

-3 -




METALLURGY

At the oresent stage of development of the Gordon Lake property, no
detalled studles of répms:entaﬂhrc ere have bBeon completed and =0 the optimuom
process for the recovery of gold has not been defined.

In spite of the lack of extensive metallurgical testing of the ore, two
flotation tests on a tosal of about 23 Ie. of resresentative are have heen
undertaken by Coastech Research [ne. of North Yancouver on behalf of Giant Bay.

The sample was found to have & gold content of [25 ounces per ton and a
gilvar content of [L0E dunces per ton. Prelimlnary flotation testlneg of the ore
cernonstrated that about P0% of the contalned gold could be recoversd in a
Hetation concentrate which had a grade of about 4.5 ounces gold per ton, As
diseuszed later in this report, forecast recevery of gold from run of mine ore to a
flotation concentrate 3 expected to be 94%. Becaovse of the difficulty in
teanzpartiog large qeantities of flodation concentrate to smelters, it 1s araposed
that the float concentrate will be treated with cyanide solution on site and that a
dore bar will be the {inal product sold froon the mine. Recovery of sold from the
Fleat concentraie to the dore bar is expectzd to be about 25% to give an overall

recovery of $9,.5%,

PEOPOSED FLOW SHEET

The proposed flow sheet for the treatmant of the Gordan Laks ore will be as
shown diagrammatically in Figure 19,

Eun of mlae ore wibl be fed to the coarse ore bin which will have a capacity
of about 306 tons. From the bin gre will be fed through a jaw crusher and ihen
through o cane cruther to the fine ore bing again wish a starage capacity of about

300 tons.
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The grinding circuit will comprize = ball mill of approximately 12'=x &'
dlarmeter. From the ball mill it 1s propesad that the mill feed will e run over a
jig which may recover uop to 23% of the contained gold. This will be recoverad o
& shaking table, The ealll leed will then pass through the flotation ceils with the
gatd being recovered with the sulphldes 1n the Doat material, This material will
be recovered on filters and dried to about 3% moisture content before shipplong to

the smeiter.

RECOVERY - FLOTATION CIRCIT

From revlew of the testwork completed to date, it is spparent that a
flotation process ¢an recever gold efilclently from the ore, [t is alao apparent
that the tails from the process contaln about 0,02 ounces of gold per ton. Such a
. censtant tallings lass is fairly tvpical for gold ore of this nature and, for the
.purpl::st of this evaluation, [t has been concluded that the recowery achisved by
the matallurgical process will be based on this assumptlon.

| Hence, at periods when the mill feed grade is, say, 0.40 sunces gold .;-er ton,
F.E.CWEI:T for the mill will e 253%; recovery will drop 10 %2.5% when the head
grace is 0,30 aunces gold per ton; whan the head grade [s (.20 ounces gold per ton,
recovery will e 0%,

t it passible that cyanide leaching of the pre will enhance recovery oheve
the level which can be achisved by flotation techniques; however, until testing of
the metallurglenl qualities of the ore with cyanlde has been carried out, no
assumptions can be made an the merits of this process.

It is alao possible (hat bie-leaching of the ore will be a possible recovery
process:. 3Such a process bas been foond to he inexpensive on ather wres of

apparently similar metallurpy; howaver, no tests have y2t been undertaken with
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the bio-leaching pracess and so ne assumptinsh of its dse at Cordon Lake has besn

made in thls study.

RECOYERY - CYANIDE CIRCULT

Az discussed earlier In this report, it is proposed that the fletation
concentrate will be treaied with cyanide and that a dore bar will ba aredoced as
the iinal product.

Mo testing has yet Jeen completed with represantatlve flatation product and
30 definitive information is not yet available as to the amenabllity of the Gordon
Lake material to cyanldation aor of ihe actual recavery of gold which can be
achleved.

Typleally, cyanide leaching of flotation concentrates can achieve about 35%
recovery of gold from a concentrate containing 5.0 oz. guldfton, For the ]J-I.Ll'pﬂﬂi.z

of this study, such recovery, i.e. 5%, has besn assumed. =

RECOVERY - TOTAL CIRCUIT

Because of the swo stage nature of the pmpnseﬁ gl.tl'::uf't, the overal)
recovery will be as shown below:
averall recovery = D4% x 95% = 39, 5%,
Hence, the gverall recovery predicted for the Gordon Lake mill will he

32.5%.

T




INEFRASTRIICTURE

The infrastrtctore redguired to sopport the Gordon Lake project will include
provision of the following:

- residential camp;
. = pOwWer Fenerationg
- water supply;
- sewage disposals
= pzcreational Iacill<les: and
- road malntenance.

LAROUER POLICY

[t iz proposed that the Gorden Lake project will be mznned on a single status
basis With employess belng recruited in Yellowbknife. It is proposed that the work
force will be employed as salaried worlers either o supervisory ar non-
supsrrisory statss (e, the prefect will not be restricted to conditions imposed by
a unlan slnce salarled workers are azsumed o be not-unioh ernplayess).

Salaries for supervisory personnel wlll b= at a rate comparable to other
minfng operatlons in the arsa, while salacjes for non-sitperyisory personnel wlll be
calculaied on the basis of an hourly rate adjusted <o a two-week salarlad
equivalent.

It is proposed that the work force will spend ten days on slte fallowed by
four days at hanie in Yelowknile.

Ta man the project, it iz estimated that the poesitions shown In the Table ¥

Manning Schedule will require to be fllled,

REESIDENTIAL CAMP

Since it will be necessary to houze about 50 amployess at the praperty, it
will he necessary to provide about €0 single-status bunkhouse rooms with a
coskhouse of similar size. Several such good guallty secondhand upits arce

available in the Mgrthwest Territeries or in Morthern Alberta at a coat of about




CORDON LAKE PROJECT OF
GLANT BAY RESOURCES LTD.
MANNING REQUIREMENT
300 TOMS MILLED PER DAY

TABLE ¥

10 DAYS ON - 4 DAYS OFF ROTATION

Maragar

iine Englnaer
Gealoplst

Mine Suparintendent
Shilt Poss

Miners

Mine Mechanics
Timberran

bline Labourers
Will Superintendent
Crusher Oparatars
Flatation Operators
Cranide Operaiora
Mifl Laboyrers

Assayer

Surface Superintendsnt

Mechanics
blachinists
Welders
Secretary
SLrweyars
Warehougemen
Coolk

Bull Copks
Kitchen Healpers
Total Employoes

Prositions

0 A} e = e

"




5300,000 instelled; alternatively a camp this size can be leased at a monthly cost

of about $10,000 during the cxpected life of the project.

PORER GENERATION

To supply aufficient power to operate the production complex at a rate of
300 tons milled per day and ¢ operate & flotatlon mil topether with the mine and
residential coemplex, it is estlmated that the average power demand wll be abaut
1,200 K.W. Distribution of power will be abeut 500 KW, ta the mill; 500 K.W. to
the mine, princlpally for geoeration of compressed alr and pumping of water fram
the mine; with the remalning 200 K.%®. being used lor miscellaneous purposes ln
the residential camp and mlne maintenance workshops.

The mstimated cost of such gkld—rnounted power tnits are about 50,5 million
installed on site, howsver, these units may be leased from Finning Tractor of
Vancouver at an astlmated lease cost of 20,009 per menth.

Fower will be provided by 2 x Caterpiller 3508 units, or equivalent, squipped

to sllow the waste heat to be captured and used to heat the mine workshop area.

WATER SUPPLY

it is proposed that both domestle and industrial water supply will 3=
obtained frem ane of the local lakes. Estimated cost of water supply including

oumps, heated pipes, ete. Is about §150,009,

SEWAGE DISPOSAL

Sewage disposal will be in septic tanke adiacent to the residential buildings.

An allowance of $200,900 has been made for ingtallation of such & system,

RECREATIONAL FACILITIES

[t is proposed that inltlally the recreazional faclilties at the Gordon Lake

property will be kept to a minimuam, however, the least thet will be expeacted by

- 75 -




the work force is a zatellite televislon receiving system. Cost of such a system js

estlmated to be about-SL100, 000,

COMMUNLCATIONS SYSTEM

it ix considered essential to instali an efficlent telephone systern during the
early stages of the develapment of the Gordon Lake Praject, Such installation

wlll cost about 520,806 with an ongoing monthly cost of about 55,030,

WINTER ROAD MAINTENANCE

An allowanes of $2.ﬁﬁ,ﬂlﬂﬂ for upgrading and maintenance of the winter road
ihrough the preproduction peried has been provided. It Is proposed that during the

summer transportation ta and from the mine site will be by ajr,

- 27 -




OPERATING CDSTS
Opetatlng costs -for the Gordon Lake Projec: have been developed on the
basis that the project il .h-r: trought into production as an underground-mine.
Access will be gained from a ramp initially driven down to a level about 206 fest
bmlow surface during the praproduction phase and then driven to the 3H) foot fevel

atel 00 Lot level ducing the life of the mine.

MINING COST

Operating cost estimates for the mine have been prepared for a scale of 300
tons mlhed per day [eom shirinkage stopes which will be developed abaove the 200
level. To enable cre to be draw:x from the stopes at this rate, it will be necessary
to mine ore at an initial rate of about |,000 tens par dayv. Howewer, since the ore
will be drawn from several small stopes, a uniform rate of mining at about 500
tens broken per day will be achieved early in the lfe of the aperation,

Although some ore could be drawn from she surface axpression of the vein
system, no aliowancs Iu.a.s been made for this,

It has been estimated tha.'.l: the flrst levsl, 200 feet below surface, topether
With the initial raises throuph the ore zones will be daveloped 33 part of ihe
preproduction capital expenditure. Deepening of the ramp to the %00 level and
subsegquently to the 600 level together with all relative ore development will be
charged o the oporating cost. [t 15 estimated that the total labour cost far the
mine wlll amount to about 5134,000 per menth, while the total cost for the mine
area will amount te about 270,000 per menth or 530 per ton at a scale of 300

tons milled per day as can be sean in Tabiz ¥,
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TABLE VI

GORDON LAKE PROJECT QF
GIANT BAY RESQURCES LTD.
ESTIMATED OPERATIMNG COST

AT SCALE OF 300 TONS MILLED PER DAY

MINE AREA

Cost/

Monthly Ton
Cost Area Cost Milled
Labour - Supervision S 15,50 5 1,60
Direct Labour 000 6.00
Bonus 40,300 &, J0
Fringe Benefits 25,200 2.30
Consumables - Explosives 13,500 1.50
Explosive Acrossories 9,800 1.10
Diasel 13,700 1.0
Elactric Powar 45,000 J.00
Steel and Bits 6,730 T5
Raila €,730 TS
Miscallaneous ine Supplles 27,000 3.00
techanical Maintenano= 13,300 1.50

527,000 30,00




MILLING COST

Operating cosis for the Gordon Lake Mill have been developed on the basie
af a 300 ton miiled per day cperation. As shown o The Manning Schedule, it is
estimated that in additlon to the mill superintendent, it will be necessary to fl1U
an additicnal 13 pegitlons (lee. three crushermen, three flotation cperators, two
flotation operators, three mill labourers, ene mlll mechanie and ane assayerh In
addition, ihe mil wil requice the part-time assistance of & welder and
electrician. Operatlon costs under the above operatlng conditions are shown in

Table ¥IL

LoCAL OYERHEAD COST

Costs ingutrrad by ihe mine offlce as local overhead costs will include the
cost of a mine office, together with [tz assoclated wngineering and secretarial
cosis, It is estimated that the mine office costs will amount to about 568,10 per
month.

Maintenance costs are estimated to amount to about §45,000 per meonth as
shorwnn In Table YVIIL,

Marketing costs are estimaied to amount to $35,000 per month. This will
comprlze about $ID,UQE fw freight and lnsurance aof the concentrates, sbout
520,000 for relining fems and about 55,000 for mlseaflansous marketing costa.

Bacause of the limited ore reserve presently dalineated, it is prooosed that
several items which would normally be purchased will be leased, Thess onits will
include the resldential carap ($10,000 per month), the slectrle generatars (520,000
per manth), mine compressors (310,000 per month) and mloe pumps {35,000 per

month). Total forscast lease cost per month is thus 345,000,

T




TABLE ¥

GORDON LAKE PROJECT OF
GIANT BAY RESOURCES LTD,
ESTIMATED OPERATING COST

AT SCALE OF 30 TONS MILLED PER DAY

MILL ARIA

Castf

Monthly Ton
Cost Ares Coxt Idilled
Labour - Supervisor 5 9,000 5 l.on
Direct Labour : 2k ,.000 2.87
Orvertime 9,000 1,499
Fringe Ben=1lts 5,000 [.00
Consumables - Lime & Cyanida 15,300 L./
Frothers, Collactors I3, 500 1.50
Grinding Balls 9,004 1. D4}
Liners i 2,004 1.44
El=ctrle Power 27,000 .00
Mlgcellaneous 20, 700 _ 2.3

5145,500 516.27




TABLE YIII

GORDON LAKE PROIECT OF
CIANT BAY RESCURCES LTD,
ESTIMATED CPERATING COST

AT SCALE OF 300 TONS MILLED PEIL DAY

LOCAL CVERHEAD
Manthly
Cost Arsa Cast
Mine Qffice: )
Managet and Office Salarles 511,250
Engineering and Samnpling 1&,000
Assaying 9,000
Telephone 5,000
Safety and Hygena 2,000
Broperty Taxes &, 000
Mine Office Supplies 3,350
Subtotal - Mire Office 563,104
Surface: (Maintenance, ate]
Superyvision % 7,200
Mobile Equlpment - Labour %, 200
Parts 2,300
Fuel 1%, 500
Insuraties 200
Small Tools 1,200
Fralght &30
Welding 1, B0
Powerhouse 6, 000
TWareholse &, 500
Miscellaneous 2,651
Suktoial - Surfacs Sé3, 000
Marketings
Freight 5 &,000
Insurance 2,400
Refining 20,600
tizcellansous 3,000
Subtotal - Marketing 535,000
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TABLE 1

GDRLDOM LAKE PEQIECT OF
GIANT BAY RESOURCES LTI,
ESTIMATED OPERATIMNG COST

AT ¥CALE OF 300 TONS MILLED PER DAY

Cost Area
Mine
il
Mine Office

Surface [(Malntenancs)
Marketing

Leasze Costs

Subtotal - On-site Costs
Head Office Allewance
Subtutal - Direct Cost
Contingency Allawance | 5%

Tetal Cost of Operatlon

Menthly
_Cost _

$270,000
145, 500
&0,500
30,040
35,000

45,004

5583, 500

&0, 000
5643, 300

Je, 825

$7¥2,325

Costf
Tan
Midled
$30.00

1627
GO0k
313
3. 27

F.00

5a5.13
_6.87
571,80

_10.77

$22.57




Scale af
Proaduetion
Tons

Milled/Tay

10d
200
30
%00
00
600

oo

TABRLE X

GORDON LAKE PROJECT OF
GIANT BAY RESQUECES LTI,

ESTIMATED QPERATING COSTS AT
VYARICUS SCALES OF PRODLUCTEON

Monthly Cosi of Operation

Yariable
Fixed Cost Yariable Teotal
Cost 2/ Tan o5t Coat
4 Milled 5 ]

5400, 000 338.12 115,360 5 5L4,3&0
5400, Do 535,12 $228,750 5 628,750
Sadii, Bog 532,12 5303,130 $ Te3,. 130
440, 000 SaR.12 SH57 %40 5 837,440
5400, 000 438,12 $571,800 971,800
5800, 0 538,12 8636, 160 51,086,160
340,000 538,12 3206,320 51,200,520

Tatal
Cos3
3fTon
Milled
3171.%5
210%.,79
5 82,57
% Fl.45
S 58.7%
% 50.3%

5 57.17
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HEAD OFFICE COST
An allowanoe of about 1% ¢f the total cn-site cost has been allowead for
head office expenditires. This amounts to sbout 560,000 par month a5 is shown on

Tahle TX.

TOTAL MRECT CO5T OF QPERATION

The total direor cost of operation of the complex at a scale of 300 tons
milled per day is wstimated o be about §743,130 ner month or 582,57 per ton

milled as shawns in Table I3,

SQPERATING COST AT VARIOUS SCALES OF PRODUCTION

In +iaw of the early vage af developmant of the Cordon Lake project,
extimates of twr cost of operation of tha project at various scales of production
from 100 tons milled per day to 500 tons milled pec day have been preparsd.
These estlmates are shown in Table X and plotted araphlcally in Figure 20,




CAPITAL COSTS

It is estimated that the preproduction capital expenditure recolred o bring
the Cordon Lake project to production at a scale of operation will be abouz 8.8
million as is shown in Table X, whilc.dctails of the expetditures requlred in the
mina, mill and infrastructure are shown in Tables XIT - XTIV,

QOf the total mxpanditures of 38,8 million, It is estimated that preproduction
development of the mine wlll require expenditure of about 51.25 milllon, while
axpenditure on mine =quipment witl amount to about 1.0 million.

Tatal expenditnre on the mill facility 1s estimated to armount to about $3.0
millien.  Such expenditure will provide a fletation circult and all assoclated
crushing and grindlng facllitles together with a cyanide circuit designed to treat
the flotatien concentrates and to produce a dore bar, however, moat af the
equipment used in the mill will be secondhand. At the tims of preparation of this
tepert, the supply »f secondhand plant and equlyment '8 good both In Canada and
the Unltad States and use of such equipment will not delay start=up of the mill. In
additien, berause of the relatlvely short lLife of the project, it is proposed thet
some equipment will be leased rthet than puochased,

It is estimated that the Infrastructurs teguired to suppert operation of a 300
ton per day mill will require provielon of a &0 man camps again, such Lnits are
readily availatle on ihe secondhand market.  Provislon of a dissel-powersd
uleciric gererating unit of about (200 KLW. capaclty wlll best be pravided by
thtee Cat 3508 type units. For the purpose of ihis evaluation, it iz assumed that
new units will be purchased for this porpose and an allowance of 30.5 milllon [or

the units has been made in the capital cost estimate.

-3] -




TABLE XI

GORDON LAKE PROJECT OF
GIANT BAY RESOURCES LTD,

ESTIMATED PREPRODUCTION CAPITAL COST

MINE AREA

Devaloprments
Access Ramp 1,400 . at $500/ft,
lst Level 300 fr.at 53500/t
Ore Ralses | ,000 ft. at $300/0t.
Waste Ralses [,000 ft. at $300/1t.
Surnps, e,
Subtotal __:_. .

MEine Equipment:
3 Mine Cars - 3 Cu. Yd. Rubber Tired
3 Rubber Tired Muckers
Mine Fans and Pumps
Subtotal

Mine Surface BEquipments
Miscellansous Small Equipment
Mire Dry
Mine Zhifters Qifice

Subtotal

Total - Mine Area

5 300,000
250,060
300, 004
300,004

100,000
51,650,000

5 k50,000
150,004

100,000
% 700,000

$ 160,000

5,000

5 200,009
4, 3350, 000




TABLE XOI

CORDON LAKE PROJECT OF
GIANT BAY RESOURCES LTT,
EATIMATED PREPRODUCTION CAPITAL COST

MILL ARBA
Mill Equipment 52,000,000
Mill Installation 700,600
Cyanide Circuit and Cyanide Destruction Circuit 250,000
Transportation 0,900
Engineering 200,000
Metallurglcal and Eavironmental Testwork 50,000
Tailings Dam. 250,000
Spare Parts 50,000
Project Management/Administration 200, D0n
Permitting and Campliance With Regulations 100, oo

Total = Mill Area . &, 100, Q00




TABLE XIN

CORDON LAKE PROIECT OF
GIANT BAY RESOURCES LTD.
ESTIMATED PREPRODUCTION CAPITAL COST

INFREASTRUCTURE
Residential Carnp - Leased from Atco 5
Leased from Finning

Power Supply

5ite Prepacation 220,000
Water Supply : E50 000
Sewapge Disposal ) 200,000
Recreation Facilities 133, 000
Road Upgrading 230,000
Telephors System 20,044

Tatal = Infrastructurs §l 3 000, 0400




TABLE XIV

GCORDON LAKE PROTECT OF
GIANT BAY RESOURCES LTL.

ESTIMATED PREPRODUCTION CAPITAL COST

Miine:
Preproduction Development
Mine Equipment
Surface Bquloment
Subtetal - Mine

Mill:
Mill Equlpment
MLl Installatlan
Cyanide Circuit
Transportation

Englneering, Prefect Management, etc.

Tailings Pond
Subtotal - MY

Infrastrocttoes

Site Preparation

Wint=r Raad

Miscellanecus

Subtetal - Infrastructure

Subtotal - Preproduction Cost
Contlogency Allowanse
Total Capital Cost
Worklng Capital Allowance

Total Preproductlon Cash Requirement

$ 1,650,000
700,600
2003, {00

3 2,550,000

5 2,000,000
70,000
250,000
300,000
G0, 00g
250 , 00

3,100,000

5 230,000
230,000
asfl, Bag

T 1,000,600

5 7,650,000

1,117,000
$ 8,797,000

1, 586, 000
19,233,000
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COSTS , $ millions
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TORKING CAPITAL

A working capi-‘r;al allowance of two manths operating -:.n::st has been provided
In this evaluation. At a scale of operatlon of 300 tons milled per day and at an
agtimeted cost of 3857 per ton milled {5743,130 per menth), this amaounts to a '
total of 51,286,000,

Payment for tlotatlan concentrates is normally nat completsly reallzad ontil
abourt four months after delivery af the comcentrate {0 the smalter, howewvar,
smelters normally make advance payments for about 90% of the contalned geld
within one manth &f dalivery. Hence, it is apparent that provision of two months
cperating cost will be sufficiant o meet the inltlal warklng tequirements of the

Gordon Lake productlon comples.

ETIM.F-uTE OF CAPITAL COSTS AT YARIOUS SCALES OF PRODUCTTON

Ih view of early stages of development of the Gordon Lake project,
extimaims of the capitz] cost of bringing the prujé::t 1o productlon at various
scalms of operation from 100 tons pae day to 700 tons miled per day have been
prepared. Thess ars shown in Table XY and aletted graphically in Flgurs 21,

Yarlation of Scale of ration

-

oo

The evaluation has been completed at a scale of oparacion af 200 tona miled
pet day, 320 tons milled per day and 400 tons milled per day.

In the case of & 200 ton per day aperaticn, the appropriate operating cost
has bemn taken at $104.7% per ton while the capital cost has been computed to be
55,59 million.

In the case of a 300 ton per day operation, the appropelate operating cost
has been talen at $33.57 per ton whila the capital cost fas besn computed to be

$10.28 miltlion.
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[n the casz of a 530 ton per day operation, the eperating cost has been taken
to be 57145 per ton. while the capital cost has been computed to be $11.30

milllamn.

SALYAGE YALUE

Because of the relatively small cre reserve delineatsd to date and the
consequent shert [ife of the praject, It 12 proposed that the major capital assets bhe
purchased and installed as far az possible as portable units. In this way, should the
ore reserve be exhausted at the end of 18 months eperating life, then the capltal
assets can bz sold on the sscondhand market.

It iz estimated that about 52.0 million will be realised by such a sale and
that this will be reallsed mmediately after completion of mining of the ore

[ 3Erye,
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CASH FLOW EVALLATION

To determine the presant value of the Gorden Lake property to Glant Bay
undar the scheme of operation diacussed in this study, 3 cash flow evaluation of
the praject has been comploted as is shown in Table XYL

Frctors used in the e_:\raluatiun are listed below.

Ore Rezerrs

Head Grade

Talls Grade
FlotationRecovery
Cyanjde Retovary
Onvarall Bacovery
Scale of Operation
Days/ Year

Maonths of Operation
Operating Caost
Capital Cost
Working Capltal

157,000 Tans
344 oz./ton
£.020 oz./ton
o5.2%

2 5%

89.5%

30¢ T.F.D.
354

I3

S3L5T
43,797
41,586

Opening Tax Balance f52.00 milllon}

Salvage Yalue of
Plant and Equipment

Biscount Rate

Dollars

Could Price

Present Value of Project

52,00 million

10%

Constant Canadlan dollars of late 1385 value.
LIS, 8325 oz, = Candian 5845,20

SEMSITIVITY AMALYSIS

Slnce the preoject is still in the exploratory phase, some asdditional
evaluations of the present value have also been calculated under various

conditions as discussed below.
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Yariation of Gold Price

To allow for the volatility of the price of gold, the evaluation has been
completed at three prices of pold - namely, U5 5300 per ounce, (1.5, 3325 per
ounce and L,S, 5375 per cunce, In each case the Canadian dollar/T1L5. dallar,
exchange ratic has been taken at 1.0:0.73.

Yariatfon in Ore BReserve Tonnape

Since the potential for discovary of additional ore on the Gordon Lake
propetty is censidered to be excellent, the effact on the present value of the
project of discovery of additional reserves of Lhe sarne grade has been calculated.

For the purpose of this evaluation, it has been assumed that the cost of
discovery of additional ore will be $15 per ion or approximately 330 per ounce,
This is in line with the average cost of exploration for Western Canadian
propertles of thls natures,

Present Yalue of the Property under Yarious Conditions

The preseni value of the property under varicus conditions discusasd abaove

i3 shawn In Table 1.
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APPENDIX 1

PROFORMA CASH FLOW EVALUATIONS
OF
GORDON LAKE FROJECT
UMNCER
VARIOUS OPERATING CONDITIONS
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GORDON LAKE

M¥YF @ 10%

§325

157,000
200 TED {(2.3)
300 TPD 0.5
0o TPD 1.2

250,000
200 TRD {0, &)
0 TPD E
neo TPD 5.3

300,000
20 TPD iRl
05 TPD 4.6

§00 TFD 12.2

5375
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