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Memorandum

Date: February 12, 1986

To. D. J. Emery

opies10: L. T, Bonar M F Blowari K. &. 'T‘homas P Bg C. Cross y B.

J. Raleigh, S 0. Fekete, F11e

From:

T, J. Desantl

Subject:
GIANT YELLOWKNIFE AS203

A mnmeeting was held in our offices on February 11, 1986
with the following to discuss (i) the results of the pilot plant
work done to date by William Blythe & Co. in the U.K. on Giant's
crude As013, (ii) the next step in Blythe's product evaluation
process, and (iii) Blythe's long term plans. v .

William Blythe & Co, - Giant FL
T, Robson - Managlng Director - DJE ~ PJR

. ' o SOF
Applied Research ' . . TID

W. Drinkard - President

1. ' Blythe have processed the nine tons of Giant crude
- received in November 1985 along with other crude As303 feed
- materials normally used as feed to their present operation to
produce copper arsenate (CA). No problems were experienced
© with the Ciant orude Asy05, i.e. recoveries of 99% were
achieved. Tlhie CA produced was used by Hicksonis to make aca -
which was up to product speciticatlons. The- 99%. wscovery
figure meams—the rauidua runs absut—1.0% contained Ass04 which
probably ¢ualifies it as a hazardous. material. This residue
from a future commercial plant would have to come back Lu Glant

in any event to recover the gold content.

- It was or:.g;nally oxpoctcd tha CA wenld contaln 75% of the
As»03 required to produce CCA but the test product contained
only 40% of the required As;03. This means the difference must
be added as refined As303 in producing CCA thus reducing the
benefit of using a 1lower cost As03 feed source; i.e. the
target was to reduce the present vust of manufacturing CCA by
20% compared to the costs using conventional processes but the
40% As,03 figure above reduces the benefit to approximately

~15%.  Future test work will determlne whether the 40% flgure
'~ can be increased.
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‘full scale plant).
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- Rlythe and Applied Research are pathueva¢aating the . next

step which will be a second pilot plant with—the throughput
scaleQ up by a rfactor ul 10 (equlvalent te 33% of the porential

~ Drinkard dis recommending that the pilot
plant be established in Charlotte, N.C. while Robson feels it
would cheaper to continue doing the work in the U.K., A
decision will be made on the location in March with scheduled
pilot plant startup in midyear and completion of the test work
planned ky vyoarend,. tha ecoct of this wnark is projected at
Stlg 250,000 (CDN $500 000). Giant did not contribute anything
to fundlng the 1n1t1a1 test work just completed (the cost was
apparently mlnlmal and paid for 100% by Blythe).

CPuring the courae of thio teet work, a prelimlnavy joint
vantura proposal was enbmitted to Giant by Blvthe Hickson's and
a counter submitted by Giant. The maln components of these

proposals are summarized below:

Shareholding:

B Initial_Equity:

Aszég Supply:

'CAjSelling Price:

Blythe/Hickson's

60% Hickson's
40% Giant

‘Hickson's US$300,000

Giant US$200,000

Giant to supply 100%
of plant requirement
at zero cost FOB

Giant and Giant not

to supply any other

consumer

‘Hickson's want the
“Jeint venture +n

sell CA to associ-
ated companies at
computed prices

. lower than market

prices

‘Giant

51% Hickson's
49% Giant]

Hickson's US$255,000 .
Giant US$245,000

Giant agree to supply
100% of plant
requirement but not
agreeable to restric-
ting supply or to
supplying at zero
cost L .

Glant Want to sell CA

from the Joint
wenturde e all cerne-

sumers at market
prices

e Robson took the pOSltlon 1t could take a- 51gn1ficant

amount of time to conclude a mutually acceptable deal and since

(i) they want to complete the test work as soon as possible,
and - (ii) the test work indicates 40% of the As,03 required to
produce CA will come from Giant crude (reducing Giant's input
from 3,800 STPY (current full production) to 2,000 STPY),

Blythe will fund 100% of the second stage pilot plant.
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6. ~ The second stage pllot plant w111 require about 70 tons of
ciant erude to be shipred in drums. (redardless of the dellvery
—mdnriged—aE TR

Pant) Ior aelivery .i.u. JUlis . G.‘.LQLLI.- wrt—Joe

final destination in March. It is recommended Giant promptly
order the drums necessary, so the material arrives at the
destination by midyear. Blythe want to receive crude Asp03
whlch—grant—consrdei*—fuiiy~represeﬁtut1ve of —future production
(shipments over the 1983-1985 period average about 88% Asy03
with some shipments below 80% As303). Blythe particularly want
samples of underground material which could be shipped to the
commercial plant in order to compare processmng characterlstlcs
with current productlon. , :

7. Blythe will keep in contact with Giant durlng ‘the course
of the second stage pilot plant work to determine whether both
parties can conclude a mutually acceptable 3jeoint venture
agreement. Blythce have taken the position that Giant may not -
be seriously interested in a joint venture if Giant supplies.
cons:.derably less than current production of As)0s4 and has a
s1qn1f1cantly reduced equity position.

8. - Blythe/Hickson plam to commence eng;neerxngfdﬁsign—wnrk-
‘ for the new plant during the second half of 1986, If positive
tTest Work resulls arw ubtained by yearend, a ‘commaxoial plant

. producing up to 30% of the U.S.A. CCA requirement (in the form
of CA) could be operatlonal by the end of 1%87. Consequently,.
~Giant will not be in a position to ship crude Asy03 to the';
potential joint venture for about two years.

Test work completedﬂto date by Blythe suggests they may not
achieve the 20% cost sav1ngs originally projected by Applied
Research.' A 20% saving results in a ballpark figure of
US 13 cents/lb (20% of US 65 cents/lb for CA). A 15% saving of
US 10 cents/1lb on the projected plant output of 15,000 STPY of CCA
(7,200 . STPY of CA) results in a saving of about
US $1.4 million/year. This would provide a plant payback figure of
‘about four years assuming a $6 million plant cost.

However, a plant operating rate of 15,000 STPY of CCA
equivalent to 30% of the market can only be achleved under current
and projected competitive market conditions by convincing (i) a
major CCA producer such as Osmose to buy CA from the joint venture
to make CCA at an incentive prlce or (ii) a major CCA buyer to
switch suppliers at an incentive price. This means  a minimum
discount of US 2-3 cents/lb and an effective cost advantage well
under US 10 cents/lb. '

There is no strong incentive for Giant to get into a joint
wenturs with Blythe unlesa a wminimum 20% cost saving can be
achigved and Glant's “total crude—Asy03 preoduction can be shipped
annually commencing in late 1987/ear1y 1988. e




. FEB 12 ’86 15:33 FALCONBRIT. =~ | N y

Blythe continue to have an- 1nterest in Giant because of Glant's
,huge raw material supply . and ablllty to treat arsenic bearing
residuey (containing gold) which will be produced by the joint
. venture. Consequently, Giant should maintain close contact with

j'Blythe (as recommended by Blythe) during the second half of 1986 sc 4

Giant is in a position to move ahead on a joint venture if positive
Test results and projected cost savings materialize. ‘

@Zm

T. J Desant1
TID:dmg




