CONFIDENTTIAL

AN EVALUATION
OF THE
MOUNT NANSsN MINES LIMITED

PROJECT

by
A.T. Jordan, B.Sc., P. Eng.

August 1st., 1967.

HESOURCE MANAGEMENT DIVISICN
RESOURCE AND ECCNOMIC DEVELOPMENT GROUP
DEPARTMENT OF INDIAN AFFAIRS
AND

NORTHERN DEVELOPMENT



: vy Ty <
" LTS
4 S Ly b
LT
Rt R R I I I A e S AP

® o2 2 e 008060000 sLe0e P EPIREEROSILELECEOLEE TSNS

LA B R B A A A I I A A IR IS S B S I B

A T T MY .
il D JJL.T; R R Ty
P LY
v kb @ 8 O 5 0 0SB P OO LI O EEES SO se ees
M TNY LY LT Ty
DY AT MHL, GGG cessvecsesne

LR R R R A A A N I I R A I A A N N I A )

L I I A A A I A I AR IR IO A SR A TR A I B

Jt]‘ﬂN DRI A I R R R R

LECRCEE BUEE N 2R B RN B NI A BN Y

:‘SS’Y*VTT’J'.OHS LR R R Y A I I IR A AT B B AE B RC R RS R S S A Y

Lesults of svalurtion ceeeeiecicecensininns

S8 s eSO LIPIRNOEITBOLEOLOIEEROISEIOEOEGOETES

SINRS TIMITED

S
FrOrilh

s 08000 es e

EECEC IR I R I )

600 s et 0000

i AGhH

woow W

-

o



“ount lansen ‘ires Iimited, a Canadian comrany incorporated in 1963
wit® ar Tutario charter, has announced that it intends to bring a gold-silver
tvin: inteo preduction in the Carmacks area of the Yukon Territory. The mine is

situsted about L0 miles west of Jarmocks. The Comrany has arilied for financial
agristarce 'nder the Nortnern iocads Program to cuild a portion of an access

reart from the mine to Carmacks, MAP 1 shows the location of the mine and the

access road Tor which financial aid is reijuested.

An evaluation of the projosed mining oreration has been carried out,

_ . , ; o 7. . B
2sed on information yrovided vy Jr. D.D. Campbell, ' consulting engireer, to

the Comiany and also on information obtained from Company officers,

Sy, Y

an evaluation of the Mount Nansen Mines Limited project has revealed
that the revenue from the project over its estimated 1life of 3 years will not
~uite reray the total capital investment resuired tc oring the property into
rrodnction,

Tf funds spent to date on exylorine and develoring the project are
consiiered to pe "lost" and are not taken into concideration in evaluating the
future rrosrects of the rrojiect, then the rroiret will yield a good rate of

return (25 per cent) on the oalance of the fun -~ required to bring the mine into

rroduction.

i ~eview . eyort on the Geolosy and Cre .ceserves of the Feso Silver Mines

Timited Properties, Yukon Territory by Douglas . “amyoell, November 10th,



Tee most important venefits which will acerue to the Crown, and to the
will te trhe imyact of the 130 new Jobs which
ect will rrovide ip that Territory. No revenue will be collected as
income ft=2ves and only minor asounts as Yukon royalties and Territorial taxes.

The 4iscovery of adfitional ore ressrves, which is considered to pe hignly

rossiole, would, of course, creats a mumch more favourable outlook for the rroject.

O ATION

The head office of the Comvany is at L75 Howe Street, Vancouver, B.C.
Officers of the Commany are:
7.5, walker - Chairman
. rerlis - President
Jr. 5.5, Jerome = Managing Director

4, Stone - Secretary Treasurer

5. Imrie, :‘xploration Manager, is in charge of operations at the prorerty.
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iccess to the jrorerty is oy a low standard, tote road which follows

ay:roximstely the route z+osen for the jermanent access road.

The first gold and silver mineralization was found in the Mount Nansen
ares in 1943 by two vrospectors brown and Mclade althoush gold had been dis-
covered in 1930 at the nearby Mt. Freerold area, pSrown-Mcbade Mines Limited

was Tormed to develop this property. At the same time Conwest bxploration
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Jomrarc Dimited e¥rlored the .lecber Creek area, two miles to the west, and the
iestis Symdicate trenched the Huestis vein, avout one mile west of Brown-McDade.
esnlts were not encouraging and all activity ceased in the area until 1958

wren further exyloration was carried out.

Tr 1962 the “ourt Fansen Mines S:mdicate (Newmont, Noranda, Rio Tinto,
Lerr-iddison, Conwest and Faraday) was formed 2nd exténsive drilling and trenching
wac dene in that year.

Tn 1%L Mount Nansen Mines Limited came uﬁder the control of Peso Silver
Mines Limited and a program of exploration, both surface and underground, has
been carried out continuously since. ..esults have been encouraging and for this
reason, jlus the high prices for silver which are prevalent today, promyted the

Comrany to decide early in 19¢7 to ylace the mine in production.

PHYSTOGHAT HY, G0 OCY AND MilhinsALTGY

Tre area surrounding the Mount Nansen Mine is one of syrarse forest and
rounded nills up to 2,000 feet above sea level. There are several prominent
reaks in the area which rise to over 6,000 feet elevation.

There are few outerors in the area and yermafrost is prevalent. The
yroyerty.is on the eastern edge of the Cordillera batholith which extends across
southwestern Yukon. Iiocks are voleanic flows which are intruded by granitic
rocks, Comrlex faulting and alteration is jrevalent throughout the area.

The ore opearing veins are associated wii~ these faults and are mainly
nuartz, idths vary from 3 to ¢ feet and ryrite and arsenopyrite are found

associated with the gold and the silver,
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The mnst recent ore reserve figures surrlied by Dr. Campbell <- are as
folliows:

Vro-an and probable ore

JjeLver-Huestis orepody

137,315 tons grading O.48L oz/ton gold and 19.49 oz/ton silver.

srown-“cilade orebod

42,190 tons grading 0.61 oz/ton gold and 5.L oz/ton silver.
Total 164,505 tons grading 0.509 oz/ton gold and 16.73 oz/ton silver,
Dr. Campbell also lists additional possible ore reserves of 119,000 tons.

He also states that "reasonaole geological extensions of the ore will suadruple

the yresent reserves.”
METALLUHGY

Metallurgical testing of the ore is not comrlete but a recovery of 90%
for silver and 85% for pold is assumed. The ore.contains 3 to 4 per cent of
lead and ziﬁc. Initial testinr indicates that the most suitable process will
consist of:

(a) Production of a lead-zinc concentrate by flotation. This

concentrate will carry about_BO per cent of the gold and 76
rer cent of the silver,
2. letter from Dr. Campbell to Dr., S.h. Jerome, iHaraging Director, Mount

Nansen Mines Timited, dated June 23rd, 1967.



() Oranidatioan of tre tailiners fo recover most of the remaining
silver and gold,

Tnr evaluation yurroses, the recoveracle :ald and silver in the ore is
~onsidered to ve sold at market rrices and no value is jlaced on the lead and
zinc. In actual ractice the lead and zinc will have a value which is estimated

to enual the smelter treatment charges and deductions incurred in recovering the

nta art silver,

AT OF o USTION

The prorosed rrodoction rate for the Mount lkansen Mine is 200 tons per
dar, or 70,000 tons :er rear, based on 350 oreratine days rer year. At this

rate tine rroven and nrovable ore reseérves will last for 2,35 years.,

CAVITAL COZT ahd FINANG ING

To date §1.5 miilion has ceen spent on the nroject., An additional
$7,5 million will be renuired to oring the mine into vroduction. Of this amount,

©1,5 million will be horrowed at an interest rate of 7 per cent.
KVAT T TTON

Assunr tions
n evaluating the Mount Nansen operation the following assumptions have
Lleen made:
1. The 1ife of +the mine is estimated to be 3 jears. This is considered a fair
gssumition in view of the 119,000 tons of jossinle ore auoted by Dr. Campbell

wiich are additional to the reserves used yreviously to calculate a life of



3.

6.

Se35 vears for the mine.
*etal recovery is estimated to be 90% for silver and 85% for gold. This
rives & recoveranle grade of .90 x 10,73 = 15,06 ounces per ton for silver
and .85 x 0,509 = .433 ounces per ton for gold,
Metal prices are assumed to ve-Gold - $47.50 Cdn. per ounce.
-Silver - $1.94 Cdn. per ounce.
tacoverable values are then-Gold - $37.50 x N.433 = $16.24 per ton of ore.
~-Silver -$1.94 x 15.06 = $29.22 per ton of ore.
Total - $45.46 per ton of ore.
say $45.00 per ton.
Assuming a production rate of 200 tons rer day and 350 days per year of
production the annual gross income to the Company will be
200 ¥ 350 x $45 = £3,150,000.
Operating costs are estimated to be $25 per ton except gor the first two
vears of yproduction when an additional ¥1.50 per ton will be added to cover
interest on a loan of $1,50C,000 at 7 rer cent,
Total cauital investment reauired to bring the mine into production is
%4 mi:lion dollars. No consideration is given to rossiule financial assistance
from the government for ronad construction.
Since the mine will have an estimated 1ife of only 3 years, no income tax w7 1
re rayacle and therefore no writeoffs for carital cost and pré—yroductjon

evyenditures will ove considered.

ftesults of tvaluation

rased on the jreviously mentioned assumptions the rate of return to

Mount Nansen Mines Tinited on its investment of &4 million is less than zero
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(- 1.54), (see Fig. 1). 1If the errenditures to date on the property, which

total T1.5 million, are not taken into consideration, the rate of return is

252 (see Fig. 1).

Trere will be no bene’it to the Crown in the form of income taxes

from this oreration 1mnless consideraply more ore is found., It is estimated

that Yukon muartz rovalties amounting to approximately $100,000 will be collected.

3.

CONCLUSIONS

The Mount Nansen jroject is not economically feasible if the expected rate

of return from the jroject is calculated on the tntal capital that will be
invested in the project up until the time the mine goes into yroduction,

From the mineimanagements' roint of view, the 1.5 million whiéh has been
syent on the project to date can be considered to be money that is "lost",

and the return can be calculated on the $2.5 million which is required at

the nresent time to bring the mine into rroduction. based on this viewioint,
the project will yield a return of 25 per cent on the $2.5 million investment.
Although the direct benefits to the Crown from the Mount Nansen project will
be insipgnificant, tinless wore ore 1s discovered, there are indirect benefits
resnlting from the rrovision of enyloyment for ajjroximately 130 rersons. The
Yukon Territorial CGovernment will benefit from fuel taxes and licence fees

collzected,

AT, JORDAN, 5.5c., P. bng.
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MOUNT NANSEN MINES LTD.

PRESENT VALUE PROFILE

AUGUST 1|,1967
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