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Memorandum
Date: Qctober 1, 1985
To: File
Cophsmf P. J. Raleigh
From: 7. I. Desanti

Subject: Giant Yellowknife - A4s,0,

A proposal has just been received from Tom Robson of Blyths

and Company regarding the proposed U.S. Jjoint company to produce copper
arsenate using the Applied Research process. The proposal 18- general
in its outline and a number of questions have to be answered before
Giant can give serious consideration to participating in the joint company.
Commants below.

.‘.ll

ORIG INAL PLAN " REVISED PLAN

Giant Yellowknife 40% Gian: Yellowknife 40%
Hicksons , 40% : ARGI 60%
W. Drinkard - 20% - '

‘Giant to put up 50% of financing Giant to put up 40% of financing

and get 40% of profits and get 40% of profits

The original plan was to give Drinkard 20% of the profits
without providing any equity funds in veturn for the use of his
process in the joint company. This was indicated as unacceptable
and the revised plan removes the obstacle.

Blythe suggest the initial equity capitalization be US $500,000
split 60% ARGI and 40% Giant. This investment would cover the cost
of the test work to be done by Blythe on the Glant crude As,0,.

Question:. How will Blythe invoice the joint company for test work domne
by Blythe; 1.e. should this charge not be confined to
costs plus some reasonable profit margin to ensure Giant
doesn't finance more than its share of the test work,
Alternately, Giant could argue that they should not puc
up any davelopment money; i.e. ARGI would fund the full
cogt of the test work.

Reference is made to the objective of maximizing loan financing
for the joint venture subject to U.S. Federal law. Assuming a
US $5 million capital cost figure for the U.5. production facility,
how much would be loan funds; i.e. Glant needs to know at the outset
what it will have to invest as equity funds.
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We need a plan for the test work to be done by ﬁlythe including
the objectives and the costs of achieving these objectives in
reasonable detail. . , e »

During our last Toronto meeting.on\Angust 29, ﬁd'wEre advised
the capital cost of building a plant to produce about 15 million

pounds per year of CA would approximate US $5 million. The 15 million.

pounds of CA annually would be equivalent to gbout 30 million pounds
per year of CCA or 30% of the U.S8. market., This plant would consume
5,000 STPY of Glant crude As,0, assaying 85% As,0,.

Question: If the test work planned iz successful, would the joint
venture plan to construct a facility to produce the
equivalent of 30 million pounds per year of CCA. Does
the US §5 million c¢ost appear to be a reasonable estimate.
What would be the timing regarding (1) completion of

‘the planned test work, (ii) enginecering of the U.$. facility,

(111) initial construction of the U.8, facility, (iv)

completion of the VU.S. facllity, and (v) »expectedﬁ date.

of the availabllity of saleable product.

What 4is the Jjoint company's long term objective; i.e. the |

initial target is to capture 30% of the U.S5, CCA market. What

approximate net profit margin (before and after taxes) is expected
to be earned by the joint venture company operating at the 15 million
pounds per year CA raté. Will the joint company pay out 100% of
all net profir after taxes annually to the joint company sharsholders.

The initial target of 30% of the U.S. market will require
5,000 STPY of Giant crude As,0;. Giant has a total underground stock-
pile of 205,546 ST of crude As,0, and 160,000 ST with a gold content
over 0.35 oz/ST, The 160,000 ST is sufficient to sustain a 5,000 STPY
rate for 32 years. Hickson's request that Giant not supply crude
As 0, to any other refiner is therefore unreasonable because the
liquidation of Giant's crude Ag, 0, inventory will take too long. Giant
has to maintain the right to sell its crude to a maximum of two
other refiners; i.e. Koppers and/or Cominco. The joint company will
not be able te control the U.S. market and consequently there should
not be any serlous market disruption in Giant selling .crude to two
well established companies such as Koppers and/or Comince. - S N

There should be a charge to the joint venture by Giant for
As,0, contained. Hickson's request the crude Ag,0; be suplied free FOB
trucks Giant Yellowknife. Since Giant gets the gold bearing residue
back free of charge delivered Giant, the charge for the As,0, contalned
should be low; i.e. say & price of US 5¢/1b FOB Giant. At 5,000 STPY
and 85% As,0y content, this 1s equivalent to annual revenue 0O

US §425,000 (CDN §$560,000). This would add US 2.75¢/1lb to the operating '

cost for CA produced by the joint venture. The US 5¢/1b would be
explained as the cost to recover, store and handle underground msterial.
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i, VOUNY HENTURE ZETHEEN GIANT MIRING AR AIEK3ON IKTERKATIGNAL
(R ; - = "7 i
sNC SURSIIISRY QPPLIED RESERRCH (ARG TQ DEMELOPR BRI EXPLOIT
anst OooED [XE Y] S
ARGS CUFPER S"'}REE”HTE TECHNGLOGY IN v T W&W‘T“Q'jﬁ‘““

2. SHARENOLIING .IK THE Joint’ vewrdhe oifrdly RILL ZE BIVIDED -

400 GIANT MINING b
830  ARGI
INITIAL EQUITY CAPITRLISAYION WILL BE U.%., 75080080 YHICH.
BILL HE SUBSCRIZEYD IY THE PRRTHERS IN RELAT G” T4 THEIR
- . -
FERCERTRGE SHAREZHOLIINGS,

foz. GIANT H.5. 23&19&0
RRGI  U.3. ”*GU:G'G

ﬂhh RARITIONAL FINANCING IN THE FORN OF EQUITY OR LOGAN HODLD
RS I¥ THE $SANE FﬁﬂPGRTIGH. OUR QRJECTIVE WEGULD ZE TO
HAKINISE LOAN FINANCIRKG BURJECT 76 U4.3. FENERAL LAW.

3, IT I3 RANTICIPATED THAT THE RRSENIC TRIONIDE PROCESSING PLART
AiLL BE EBTRBLISHEDN IN GR NEAR HORTH CARGLINA ANI THAT 1T diLL
BE MANAGED BY ARGI. ' ~

4, RREENIC TRIGKIDE RAW MATERIAL MILL BE SUPRLIED T¢ THE JoInT
COMPANY ON AN EACLUSINE ZRSIS BY GIARTs [.E. THE JOINT CONPENY
WILL NOT PPOC«J' ARBENIC TRIOWIDE FROGH ANY G;HcR BUURFCE AND .
GIANT WILL KOT SUPPLY RRSENIC TRIQXIDE TG ANY OTHER CUSTOMER .
8r PROCESSGR. GIANT RGREE TG SUFPLY A HRUARTITY OF ARGENIC
TRIGKIDE PER ARNUN HKICH ﬂnTChFo :Hc K'RWT QBJPLI*? REGUIRE

MENTS. THE ARSERIC TRIGYIDE WILL ZE 3UPPLIED &H fi FRE" EX BINEJ
YELLOWKNIFE BRSIS WITH 3ULY U:HICLE% SRAANEET 3Y THE JQINT

VERTURE,

%, THE GOLD BEARING RESIDUE HILL REMARIN AT ALL TINES THE PROPERTY
GF GIANT AND THE JQINT UENTURE CONPRRNY AILL LUNDERTAKE TO RETLRH
C 3T FREE QOF CHARGE TO YELLOWMNIFE IN BULK TRANGFER VEHICLESR,
THE EXPECTED QUALITY OF RESIDUE WILL BT DETERNIXED AND AOREEZD
FOLLOWING PILOT FLART HORK.
5, THE SALES MRLUE 0 THE CUPPER RRBENATE PRODUCT MILL RE
LEVERNIRED EITHER OR THE BASIS OF CGST PLUS GR IN RELATION
! T THE LOMESY PFGﬂUCTIGV CGS?; UF AN EQUIVALERT AROLUCT
' NADE BY THE RESY 7 CnhGLW“Y KROHR TO THE PARTRERS. &
RERLIGTIL RFP” RCH ¢ THIA WILL 3t PUSSIBLE FOLLGWING THE

rIlar HLSN* HEGRYK,

HE JEVELGPNENT CO5T3 INCURRER FRoM SEPTEﬂB 487 45385 IN
RELATION T8 THE FPROJECT hJLL BE FINAWIED X TH» JRINT

WENTURE ERUITY CAPITHL REFERRED TO UNIER 2. RROVE,

?J‘ “'1

QU WILL NGTE THAT FOLLOKING CGUR BIBCUSSION: QUR PROPOSALS &NE
IFFERENT TO THOBE RUT FGRUARD IN TORGHTO I8 REGARL TO SHAREHOLIING-
;'“n F iﬁ Ci?\ﬁ. '
?E BAVE RECEIVED R SMALL SANFLE OF NATERIAL FRON SIANT AND HE ERFECT
TUONNES TQ BE DELINERED IN A CONTAINER TURING THE LAST WEER In

GLTOﬁLﬂ. A5 # RESULT: THE STANT GF OUR MAIRN PILGY WORE HAS 35EH
RELAYED RUT JEFF ANZ HI1% TEAM SRE KEEW 7O GET STHRYED ON YOUR
BATERIAL,
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