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HOW! T. J. Desanti 

SUMEd: Giant Yellowknife - A520, 

A prepOSel has Just been received from Tom Robson of Blythe 
and Cempamy regarding the prOPQSed 0.3. joint company to produce copper 
arsenate using the Applied Research process. The proposal is- 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. 
Comments below: 

I‘Ill ORIGINAL PLAN ‘ REVISED PLAN 

Giant Yellowknife < 40% Giant Yellowknife 40% 
Hickeons , 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 return: 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 teat work to be done by Blythe on the Giant crude As 20,. 

Question:. How will Blythe invoice the joint cempany for test werk done 
by Blythe; i.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 put 
up any development money: i. e. ARGI would fund the full 
cost 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.S. production facility, 
how much would be loan funds: i.e. Giant 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 Blythe including 
the objectives and the» costs of achieving these objectives in 
reasonable detail. - , 

' 7”:
: 

During our last Toronto meeting on August 29, We were advised 
the capital cost of building a. plant to produce about .15 million, 
pounds per year of CAwould approximateUS $5 million. The 15' million. 
pounds of CA annually would be equivalent to about 30 million pounds 
per year of CCA or 30% of the 0.3. market. This plant w0uld consume 
5,000'STPY of Giant crude A8303 assaying 85% A5303. 

Question: If the test work planned is 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 cost appear to be a reasonable estimate. 
What would be the timing regarding (i) completion of 
‘the planned test work. (ii) engineering of the 0.3. facility, 
(111) initial construction of the U.S. facility, (iv) 
cornpletion of the 11.8. facility, and (viexpected date. 
of the availability of saleable product. ’ ‘ 

What is the Joint cempany's long term objective: i.e. the"; 
initial target is to capture 30% of the 11.5. 60A 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 rate. Will the joint company pay out 100% of 
all net profit after taxes annually to the joint company shareholders. 

The initial target of 30% of the U.S.;,merket will require 
5,000 STPY of Giant crude Aszos. Giant has a total underground steth- 
pile of 206.546 8']? of crude 11.51.203 and 160.000 51‘ 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 
A3320: to any other refiner is therefore unreasonable because the 
liquidation of Giant's crude A3303 inventory will take too long. Giant 
has to maintain the right to sell its crude to a maximum of two 
ether refiners; i.e. Koppers and/or Cominco. The Joint company will 
not be able to ccntrol theme. market and consequently there should 
not be any serious market disruption in Giant selling.crude to two 
well established companies such as Koppers and/or Cominco. - lilgi 

There should be a charge to the joint venture by Giant for 
A3203 contained. Hickson's request the crude A3203 be suplied free FOB 
trucks Giant Yellowknife. Since Giant gets the gold bearing residue 
back free of charge delivered Giant, the charge for the A320, contained? 
should be low; i.e. say a price of US' sc/lb FOB Giant, At 5,000 STPY 
and 85% A5203 content, this is equivalent to annual revenue 0 
US $425,000 (CDN $560,000). This would add US 2.75c/lb to the operating

I 

cost for CA produCed by the joint venture. The US 5c/lb would he 
explained as the cost to recover, store and handle underground material. 

~~ 
. J. Desanti 
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IHITEHL EQUITY C9?! TPL§3"?ZQH HXLL BE U.3 ’HUUIU 0 VHICH- 
WILL 3E SUBSERIBEB A": THE PHHTHERS 4H RELW 45” TU THEIE 4‘» _ — PURCENYHGU QHHPE HULBINGS a; 

E.E. GIENT 3.3.?25315fi0 
HRS: U.S. ?35Usfi'0 

ALL EJB ITIUUEL ?IM fiflfiiflfi IN THE Fflfifi GP EQUIV? UR LGRN HGUL? 
BE IN .HE QRME FRQPURTIUH. QUE ORJESTIUE MUULE 3E TU 
H8 EQEHEE E LUSH FIHR?'CIHU SUBJECT 78 3.3. FEEERHL Lfim. 

3. I? 38 ENTICIPLTEE THHT THE HRQENIC TREOXIDE PRGCESSIHG FLEET 
HELL BE ESTSSLESHEE IN at NEBR NORTH CHRULiflfi 3?? THE? IT HELL 
BE MEHRUED B? REG}. , 

~
' 
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3. ?H5 BULB BESfiifiG agaisus HILL agnazn ST ELL rzxga VHS PRCPEHTT 
as SEEN? REE THE Jazu? aariuaa CGMFTN? ?!LL unsszvaxz TU ma7zhn ‘37 F325 5F CHHEG $8 YELLUUKUIFE ZN BULK rarsafiaa UEHZCLES. 
:32 EXPECTED auaLzrv 8F asaznue WILL as newszfizxzn awn 35:22? 
FOL ucwlna PILOT PL arm waafi. 

5. THE SRLEU URLUE 9F THE {UPPEP anaa 5T5 Pnonucr MILL BE 
EE?E amznsa EITHH 8N THC 33323 OF 6837 PLUS 33 In RELH?IGN 
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REHLIS TIC RPPRC SCH :0 13m WILL BE Pu BBIRL E FOLL'HING THE 

HE BEUEL8P445NT CUQTS ZHCU ?PEB FROM EEPTENBW 13? 1985 IN 
'.€LnTIGH TU THE 4ROJECT HELL BE FIN,HCEBE 'THE J61”: 
UEHTURE ERUIT? CSPITSL REFERREE TS HUBER 2. BBHUE. 
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'YGU UELL NGTE THRT FG’L LGHENU GU? BESC’USZ' uHs QUE PHGPUEHLS HRS 
B§FFEDEUT TU .THUEE PUT FGQWHRR I” IBM flhIG IS 356333 To SHSREHULUIRU— 

TE HR’E .EC HZPEU R SNELL 33? HF E HF UHTEEIBL FRUN SEEN? 94$ #5 EXPECT 
TORRES TO BE BELIH‘ -REB I” H CUNTRINEE ELRIHG THE LTST MEEK IN 

OCTUBEP. 33 3 RESULT; THE STHPT 8F 8’? NSZH PILUT HUFK Hfi’ BEEN 
BELSYEE BUT 35F? B443 HIS TEEN &?E KEEN 76‘ GET STHFTEB 0% YOU? 
HRTERIRL. 
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