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Iron ore reserves at the Julian-Star-0'Keefe
deposits are in excess of 700 million tons and are ample
to sustain a production rate of 12 million long tons per
vear of high gracde pellets fror the three ore deposits
over the next 25 vears. The Julian deposlt alone can
sustain a production rzte of 9 million tons of pellets per
vear. The technical feasibility of producing commercial
grace concentrates and vellets containing in excess of 65%
Iron and less than 5% Silica has been demonstrated aﬂd
proven in preliminary metallurgical tests.

The total investment involved in bringing these
properties into »nroduction is largely a function of the
scale of onperations and the method of transportation
contemplated. 4he investmaent amount may vary from a low
of $320 millior. if the Julian deposit alone is mined to
sroduce 9 millicn tons of pellets per vear arnd if the
existing rail svsten of the. ONS & LRR is used. Alterﬁativelzh
E a total investment of $600 million might be reguired for

mining the Julian-Star-0'Keefe deposits toO produce 12
million +tons of vellets 2er vear and if the Javelin owned
vipeline concept is followed, but it is later discoverad
i that the vipeline system is a failure and that haulage
must therefore be undertaken via the existing QNS & LRR.

Cash coerating costs are projected to be in the
orcer oi $5.2% per ton of pellets (FOB vessel, North Shore
Port) under the assumption that z2ll facilities are owned
by the Companv ané the pipeline -rorks well. Expected
E revenues are projacted to be in the order of 18.5¢ per

long ton unit or avoproximately $12.00 per long ton of
pellets at the Nortn SHO?e Port. Under such conditions
the projected cash margin available for profit and the
recovery of cap.tal costs 1s arcund $6.55 per long ton
or $7° millici annuallv. Under the oroposed new mining
tax laws, the total investment of $550 million is expected
-0 be racoverable in about 8 vears after the commencement
of oroduction, and the indicated rate of return rfor the
project would be 8% with no debt financing 1ir volvea. The
projecte i cash flows IZrom such oparations ovs the next
25 years are cavable of supporting a debct loaa oL around
$600 million if funds are borrowed at an 8% 1interest rate.
This capability is ample and safe for considering

l supstantial deit financing.
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The incremental costs of proceeding with the Star-
O'Keefe mine at this point in time are substantial and
suggest that a very low rate of return 1is i1ndicated for the
eftforts involved in obtaining the 3 million tons of pellets
ver vear from these deposits. On the other hand, the benefits
to be derived from a railroad system owned and controlled by

Javelin are considerable and merit further review.

World demanrd for iron ore continues to be strong,
and at least 12 nillion tons ver vear of new vellet capacity
is needed each vear to keeo up with demand. Under these
conditions the oropvosed Julian venture is a good candicatefor
implementation within the near future,and the economic
feasibility of the provosed mining operations 1s supported
on the basis of these preliminary estimates.
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Canadian Javelin Limited is contemplating
mining operations at the Julian, Star, and O0'Xeefie 1irxron
ore deposits in Labrador and Quebec. This pronosed venture
involves the initiation of major mining operations at the
tnree deposits to produce 12 million leng tons per year of
cotmercial grade pellsts containing at least 65%Fe for

sale on the internationzal market place.

The develcovment has been in an exploratory and
plannlng stage for over fifteen years by the Company.
The project is approaching the mine davelopment stage and
a preliminary :ea31mlllty assessment of the wventure was
requested by the Company. Technical Economists Limited
Jwere retained in Julv to review background data and
:;bechnlcal asszssments which had been prepared ovex the
past decade. The terms of reference requirec the

consultants to test the economics under probable currenc
market conditions and operating costs. The following
report is a result of such preliminary investigations.
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PROJECT DESCRIPTION
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The Julian and Star~0'Xeefe iron orea deposliits are
located in Labrador and Northern Quebec respectively, riaway
between the established iron ore mining communitlies of Gagnon
ané Schneiferville; the Julian property 1s located only 15
miles from the town of Wabush in Labrador. The Wabush area is
now served by the Labrador and North Shore Railroad Company
which carries the iron core shioments from both Scheiferville
and Wabush at an annual rate in excess of 25 million tons oI
concentrates and pellets ver vear. The Star-0'Xeeie deposit
is 75 miles southeast of the Julian, and approximately midway
hetween Gagnon and Wabush in undevelopsd territory whlch 1s
presentlv not served by any railroad. Tha general location
of the respective proverties, rail-lines and the porc
facilities at Seven Islands, (Quebec, are illiustrated 1n
Exhibit 1.

The Julian cGeposit is helé uncer a sublease by

Julco Iron Corporation Limited, a compdany incorporated under
i the laws of Canada; Julco is a wholly owned subsidiary of

Canadian Savelin Limited. The property was leased Irom
awicundland and Labrador Corporation Limited which acguired
+he originzl lease from the 2rovince of Newioundland and
T,abrador. Newioundland and Labrador Corovorastion Limited 1S
& comzany incorporated under the laws of the Province oI
Newfoundland and Labracdor, and it is owned to the extent
of about 94.6% bv Canadien Javelin Limited.

The Star and O'Xeefa depvosits are owned by Dominion
Jubilese Cecrporation Limited, a company ilncorporated uncer
l the laws of Canaca, and in which Canacdian Javelin Limited
& its subsidiaries hold a controlling interest.
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QRE RESERVES

Ditensive clamond drilling has delineated a series
Of ore deposits at the three properties which collectively
contain in excess of 700 million tons of iron ore containing
around 30% i1ron. Tne Julian deposit alone accounts for some
500 miliion tons of the total oxe reserves. These are of a
concentrating nature similar to the deposits currently being
mlined neaxby by the Iron Ore Company of Canada Linited,
Cartier Mining Companv Litd., and Wabush Mines Limited. The
deposits arxe described taoroughly in several geological
reports uncdertaken by the Comoady and Ve?l*lEd Dy outsicde
1naemeﬁaeﬁk ceologists. Tha ore reserves are ample to. sustain
larce scale nining ope rations over at least the next 25 years.

ve ore sanmples from these deposits have
callurcical tests on a bench scale and

aleflﬂla Research of Canada Linmited and
asoratories in Ottawa. These have
N

C
t
on a 9;10 scale at L
at ithe Mines Branch 1

C~ I

cemonstrated the technical feasibility of- producing commercial
grace concenitraes that contain in excess of 63%Fe and less
than 5% silica. The results of such tests are documented in
numerous reports winlch ere available in the Company's files.

ﬂ'l I.:tEI T:_EEVF_ e NT

reliminarv mine plant designs ancd Ou&ﬂfplt.laYOLLS

have'been.analysea by ¥ ¥ilborn Engineexring Limited, a f£irm of
Lndeae }Zent mining coqsuTtanhs Thely most recent report,
.dateé November 1970, is the basis for this feasibilitv
Ia=s¢ssmeﬁt. That report includes estimates of capital ccsts
anc operating costs for mining and concentration vlants at

2lian and at tnhe Star-0'Xeefe vproperties with annual
o*odhction cavacities or 9,000,000 and 3,000,000 long tons
of concentrates *esuecL;vely
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Tha issues concarning the movement of bulk
E concentrates and ore pellets from the three respective
iron ore deposits have been the subject of extensive
investigations bv the Company. Whereas railrcad shipment
may be the most llke;y one to consider, the Company has
i found that tne guoted freight rates in the orcer of $2.50
to $3.00 ver ton are artificial and pernhaps non-competitive
withh cocther Torms ofFf convevance that migat be considered.
Among these other foxms is the movement 0x slurried
concentrates bv pipelina. This possibility 1s the subject
of a feasibility assessment by ShelPac Research of Canada
Limited who have been askxed to investigate a pipelinpe
system to serve the two proposed concentration sites and
a pvelletizing vlant that is expected to be located near the

’ shipping pert. The £inal studies have not yet been tabled
Lut some D*elwmﬁnarv and general findings have been disclosed

to Jave'in for this faasibility assessment. The svstem 1S
ceernad to be practicable ané operable by ShelPac, but their
oroposad concept has not been divulged in sufiicient -detail
to vermic a thnorough scrutiny. Their concept appears Lo
1nvotva brivileged information which cannot be revealed to
avelin until it enters into a contract with ShelPac.

camnles of concentrate produced Zrom the bench
scale tests have been sent to several establishec
nanufacturers of velletizing ecuipment. On the basis of
such vreliminary tests and investigations the process of
Drevo of Canacda Limited was selected Ior coﬁalderatlor by
Javelin., Dravo was recuested to guote on the costs of
designing and D?OVLd1ﬁc a conventinnal velletizing plant
canable of nroduc_na 12 million long tons per year Cxf

commerclal grade vellets. Dravo D“OqOSﬁS to use proven
ecuipment basad on its many yvears of experience with similar
concentrates. Thew furnished estimates of caoltal CGCAES

and oparating costs for this study; their opinions are

coﬁ51uerea_;ellaole and saie for feasibility considerations.

The proposed shipoing pnort for this new facllity
is contemplated at z point near Schefferville ancd Pte. hoire,
Qaenec, on the nortn shore of the St.Lawrence River.
Evdrograpnic surveys for the area have bsen initiated by
tnhe Department of Public VWorks; the port cesign and
nreliminary engineering have beean cormissionad to C. D.“owe

Construction Company Limited. The capital costs and

L

overating costs estimates for thils fea51nlllhy study are
based on theilr preliminary data.
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. The feasikbilityv studies described herein were based
' on ehc1nﬂer1wg data and related capital cost and ooerating
cost estlates provided by several consulting engineering
cgrouns and constructors commissioned by Canadian Javelin
Limited to apprise the company of the costs and conseguances
| of exploiting the Tulian-Star-0'RKeele derosits. The data
i thus furnished was cross-checked with public information
available in current mining magazines anc rxedorts issued by
os_rating companies. The cevelommh“t possibilities and
various transgortation alternatives availadle to the company
were categoriz=d into seven bhasic casas foxr wnich cash flow
analvses were undertaken. These seven cases wera tiae
Zollowiag:

t production oI 12 nmilly
e three cevosits, and DI
o
Bat

a

1 f - ’
Case = 2Anrual
T

n DV 2 private carrier in accord
inarv ShelZac proposal, unaer
conditions deemed to be the probable ones.

Case 2: The sama2 general concitions as 1in Case 1 except
that the niveline iz owned by Canadian Javelin
Limited.

('.!
Y
1
L
(v

This assumes “ﬁau the piveline 1is 1niti
installed ae ia Case 2 but that the 0ip

concept is a failure, and that railroad hauvlage
via the Quebec Noxrth Shore and Labrador Rallroad
must be consicered.

Case 4: Essentially ine same concdiiions are assumed as
in Case 2 except that the piveline operating costs
are $1 per ton hicher than previousliyv expacted.

Case 5: The pipeline concept is rejected and transportation
is assumed via the existing Quepbec Nortly Shore
and Labrador Railroad from the outset.

Case 6: Minincg of the Jullan ceoosit only 1is sicered

2t 2n ananual Drocuc 10n rate of 9 milliion tons
of pellets, witih haul: ge via the Quebec North
Snavre and Labrador Rallroad.



SCANNED IMAGE

Case 7: Production from the Julian deposit onlv is
considered with production at 9 million tons
ver vear,out a 200 mile railroad to an East
Coast port on the Atlantic i1s assumad to be
construcced and owned pny Canadian Javelin ,
Limited at a capital cost of $400,000 »nexr mile. ~F.g

IMPT ]

Tae capital costs and operating costs estimates
provided by the respactive consultants were emploved as
the probable conditions to be exvected by Javelin. The
range from the minimum;expecte& costs t0 a maximum were
also estimated in consultation with the respective
consultants to enable a2 range of wvalues to pe considered
tor economic analysis. The capital costs and cperating
costs are illustrated in Exhibits 2 and 3 respvectively.

The range of estimated unlt revenuas 1S shown
1n Exiibit £4; these are based on the expectations of prices
CO be receivedld for commercial grzde iron ore vellets
loaded on the vessels. The vrice levals are consistent
w;th current values reported or intarnational sales; the

13.2¢ vrice per long ton unit is a reasonable expaectation.
Tne economic analysisg includeld texts with prices at 22¢
Der unlit on tne nich side, angé 16¢ per unit on the low

sice. Undexr the gu“eLal assumption that long term markets
re avallable and will be necvotiated, a2 cash margin before

taxes was calculated under the p*obao e condaitions as

well as under minimum ané maximum bases. In each instance

the casn wargl 'S were aecprﬂﬂﬁea unéexr expected prices as

well as uncer the 10ow2st end hichest prices as illustrated
1n Z¥xnibit 5.

Lﬁ

The range oI sstimated unit pook zroiit available
before taxes by conventional accounting methods, assuming
25 year depreciation of the plant,is illustrated in Exhibit
6. The zannual cash margin avallable befcre . :xes with a
Javelln owned pipeline concent is illlustrated in Exhibit 7.

Conventional amortization factors ror this kind of
& venture with interest rates varving between 5% and 10%
are snown 1n Exhibit 8. From the annual casa flows available,
and by their relationship ¢ the annval amortization factors,
a maximum debt burden capablility for several compinations
of circumstances is shown in Exhibit 1i0.
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Tha summary statisctilcs and cash flow data for
the seven cases are illustrated in Exhidits 1i to 17
inclusive. These are based or the assumption that the
total investment can be recovered from profits before any
income taxes are payable. After the investment 1s recovered
a 50% income tax rate is contemplataed. No residual values
anéd salvage values have peen assumed.

The cash flow analysis techniguzs emzloved 1n tnis
study assumes that all funds neeced to lmsle ent the
respective cases are made available from a «ommon »o0ol of
corporate funds and no interest burden 1s incorporated.
Thls evaluztion technicue Dvevents*misunderstardings which
might otnerwise highlight profits that are attributable to
he Ifinancing alternzst: ve enmnTOyec rather tnan tc the
roject uncer considerat:

alf
X

-
L

‘g

BN BE NN 8
u

ror each of the seven cases described, a rate of
return was calculated bv discounted cash flow analysis; the
comparative summary tatistics for all cases are shown in
Exhipit 18. This data suggests that the pipeliine alternatives
may yield an 8% return under the general assumption that L1003
equitv financing is emploved. This rsturn, huwever, 1s very
sensitive to operating cost changes, and the rate oI return
diminishes rapidly to the point of serious concern uncer
assumptions of a pipeline failurx

(D

| —

The merits of mining the Julizn deposit alone are
sucgﬁsted ‘n this assessmant which indicate that the
incremental cost of opening up the Star and O'Xeeie daposits
nay be onerous. From & financial voint of view, a nlnlng
develcooment at the Julian ceposit alone appears sugerior to

any other alternative considered.

-ll-l

The nossibilitv of rail hauvlage, and the construction
of Javelin's own railroad to an Atlantic port emerge as

matters that merit serious consideration. There is no
cuesticn about the greater control and flexibility availabls

to JdJavelin under such condit;ons, and there is also the
DOSSLLLLLEV cf supvlementary revenues Ironm o_uer operations
that might be intereﬂted in a va*l?oaa avegem heading
sastward, varallelinc the Churchill 2iver towards (oose
Bav. The indicated 6% rate of return cou‘c thus bhe
ennanced considerzbly because of such additional revenue
potentlial.
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10.

NERT D!

The cash flow potential from this wventure,
uncer the stated probable conditions with 2 Javelin owned
pipeline can supprort up to 600 miilion dollars of debt;
thus 100% financing might be considered if long term f£irm
contracts for the »pellets can be initiated before hand.
Even under difficult and adverse conditions a 50% debt
purden can be tolerated safely by the projected cash Iflows,




SCANNED IMAGE

'I-
_:_-1
we!

2.

A ¢eneral review oI the OVE"all uncertalinties

confronting Canadian Javelin Limited 1f it proceeds with
the DXOpOosac mine ge
'Keefe 1rxon orxe depo
& main risks:

L]
L

J
valooment plans for the Julian-Star-
sits suggests the following to be

Ur.der the proposed pipeline concept, the main risk
is the possibility that the pipeline mignit fail and
that the whole mining anda pelietizing operations
can thus be shut down for considerably long periods

DT time until the svstem can bes made operable again.
The operational oroblems are complex and the zbility
to cove with spills, breakaces, fluctuations in the
procuction rates at both ends of the pipe, anad
exposure to natural hazards, as well as sabotage,
could result in serious compliceatiorns. In the event
of 1 failure durinc the shipping season the whole
svs =m ceculd be sinut down IZor several weeks at the
leas.

A loss of markets z.1d f£fluctuating prices for irxron
orxre pellets are aiso important possibilities to be
consicdered. These can ke overcome in part by vrior
assurances such as firm long term contracts and

associations wiin major steel producers.

Uncertainties associated with the assembling of a
competent onerating staii and general managemen

»os ) accitional risks which must be considered.
Tuture financial periormance anc results are largely
depenéent on the guality of people assemdled Ior
this venture. The mine operators already establiished
in Labr=cor will provide intense compatition IoX

cavable versonnel, and they mav have an advantage
over Javelin.

Filuctuations in transportation costs can nroauce
adverse consaguences Ifrom a financial voint o0f view;
such fluctuations can be cupected if Javelin cannot
control the rate-making nrocvess. Because of the
large annual to“hagﬂs involved, transvyortation costs

anc cepe endability 0of the transporitation system are
critical variables that aiffect the venture. The
uncertainties can be minimized to Javelin's zadvantage
if 1t cwns or controls the transportation system.

11,
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5. Variations in capital costs do not appear to be
sarious risks; howesver, the wide variation in
propable capital regulir
alternatives 1s notewor

a TMENts among the various
v. On tne other nand,the

E ability +to rais=s capitel is somewhat dependent upon
the amount inveolved. In large projzacts, such as
the one contemd>lated, the preference 1s usually

1 towards circumstances which offer the bhest combina-

i tion of least capilital cost, snortest pay-back
veriod and highest rate of return; this combination
is most likelv to be realized by focusing attention

! on mining of the Julian de-osit alone, using the .
existing rail facilities of the Quebec North Shore
and Labrador Railwayv, or pverhaps by considering a

E new railroad to the east coast.
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i ine major.mine Qorerators in the Labrador-Quebec

region are tine Iron Cre Company of Canada Limited, Wabush
Mines Limited, anéd Juebec Cartier Limited; all of these
conpanies are closelv affiliated with major steel producers
throagho:: he world. Thev are currently implementing
major expansions a% their respective operations in the area.
Whereas their collective annual Uroduchlon is arouvad 30
nmillion tons per vear todav, the new increases are likely
to boost total cavacity in excess ¢ 50 million tons per
vear, without the Javelin consiceration.

£
-

Canadian Java2lin Limitec was incorovorated under

a Dominion charter in 1951 for the vurpese of ergaging 1n
the exploitation of natural resources in the western
nemisvhere. Since that time it was i1nstrumental in the
initia+tion ©0f several major mininc devaloovments and its
most successiul achievement 1s the . d*scovahv 0L t©ne Wabush
iron ore deposit. This was brougint into prodhchlon bv
tadush Mines Limited, under an a?rance“en“ wherebv Javelin
recelives substantial annval rovaltilies todav. Javelin 1is
one oOi the acknowledced innovators of the concept that
suggested the prahtﬁcao*lltv of mininc anc concentrating
low cgrade Labrador iron ores to produce high g“ade concentrates
(+65%Fe) in preference to mining the direct shipping ores
that contain around 55%Fe. Other ventures uncaearteken by
savelin ané its subksidiaries incilude several mining
cevelopments in Cent:ial Lmerica, and explcoration prospects
througnouh North Anericaz and South America. The company
recently initiated 2 puly and paver complex that includes
WOOC harvesting and Thtﬂe?lPG'lﬁ Labrador, anc pulp
production and linerboaré manuifacturing in NewZoundland;
these latter facilities are expected to he 1in operation

in 1272,
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The expnloration and mining programme of Javelin

15 directed by a Board of Directors that includes several
knowledgeable and pro“_nenh mempers oI the mining industryv.
The programme is managed by Mr.W.Hegler, a mining engineer
with considerable experience in the iron ore mining industry
whlcn ne gained while associated with Steep Rock Iron Mines

td. for over a decade. The company nas nace i1t a dolicy to
rataln prominen: and capable consultants witih proven
experience 1in mining developments to supplenent 1ts own
staff. The comvany is pursuing this vpolicy in proceeding
with development vlans Zor the Julizn-Star~0O'Keeie project.

T \

The taxation laws of Canaca are about to be rewvised
drastically and the finzal form proposed for legislation is
not yet common Xnowledce. There have bean rmany aisclosures
by cazinet ministers in the rzcent past .to indicate that the
mining industry will continue to receive feir treatment in
matters of taxation. For the purposes of tinls repoxrt we
have assumed that the following recently enunciated pclicies

will apoly:

1. The three vear tax holiday anc depletion allowances
wlll e ciscontinued. |
2. Cavital excencditures and development expenditures

will be recoverable in full from overating vrofits

as rapidlv as the cash flows permit. During the
capiltal recoverv veriold no income tTaxes have been
assumed to be vavable; afiter that time a 50% corpcrate
income tax rate has been assumed on profits as well
as on capital gains.

“MAND FOR_IROMN ORE

A review of current literature and scatlstics
phDLlSHEd in several relizble sourcas 1indicates that world
production of iron ore tocay is in excess of 700 million
long tons, and 1s produced 1n atout 60 countries. The
U.S5.A. and U.S.S.R. continue to be the leading consumers
of iron ore; Janan and Wes:tern Eurone are the other important
consumers. Canaca, with iron ora procduction in the orderx
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Worléd Demand for Iron Ore (Cont'c)

of 40 million tons is becoming a major supplier and, because
of its proximitv to the main consuming nations, its long
term iron ore position and mark.t share are expsacted O
improve.

Vast reserves of 1ron ore are known to occur
throughout the world. The magnitude o these raserves 1s
in the order of 250 tillion tons, and would be suificient
to meet world reguirements for more than 300 years. These
reserves however are scetterzd far and wide, especlally in
the underdevelooz2d and developing nations, and very Iew arxe
as ideally situated to the North 2merican and Zuropean
markets as Javelin's deposits in Labrador and Quekec.

o3

Iron ore consumption is closely tied to populatior
crowth and to the growth in the standard of living *tarougnout
the world. MNost market analvsts project a 2% growtn rate 1n
the demand for iron ore. Accordingly, nearly 12 million tons
per vear of new pellet production capacity will be recuired
each vear to meet the ¢r wing world demand. Despite the vast
iron ore projects recently implemented in Australia, South
Africa, India and Brazil, there is rroom for several more such
ventures over the next decade. The project now contemplated
by Canadian Javelin Limited can be a strong contender Ior
such consideration.

t©
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! CANADIAN JAVELIN LIMITED
ﬁ JULIAN-STAR-O'KEEFE PROJECT
E RANGE OF DSTIMATED CAPITAL CQOSTS
(in millions of dollars) .
i Minimum Maximuni Frobable
$ S S
i For Julian Mine :
3 (9,200,00C TPV, 110 160 135
E . For Star-0'Xeefe Mine
(3,000,000 TPVY) 70 100 85
E Concentrate Pivelinss &0 156 100
Pelletizing Plant anc
Ac¢ministration Centre ac
Nortn Shore Port L
(12,000,000 TPY) 85 110 105
E Dock Facilities at
Nortn Shore Port 25 53 35
Start-up and Preproduction
Excenses 15 30 30
Interest during “Zonstruction |
i (at 8% over three years) 30 80 60
Working Capital 10 20 15
! | TOTAL S4£20 $700 $550
E EXHIBIT 2




SCANNED IMAGE

CANADIAN JAVELIN LIMITED

L “m—h-

JU..TAN-STAR-C ‘ KEEFE PROJECT

RANGE OF ESTIMATED UNIT OTsRATING COSTS
($, LT of Pellets) |

ITtem

Cash Exvenses
Mining and Concentration
Pireline Transportation
Pelletizing
Stockoailing and Loading
Rovalties
Interest on Debt

Sup Total

Non-Casn EXpenses

Depreciation of
Capital Costs
over 25 years

Grand Total

Minimum

3

2.50
.30
.14
.15
.56

$4.47

1.40

$5.87

ngimum

S

4,00
. 80
1.76
.50
. D0

$7.60

2.33

$9.93

Probable
$

3.00
. 40
.26
. 25
.56

$5.47

1.84

$7.31

EXHIBLT 3
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CANADIAN JAVELIN LIMITED
JGLIAN-STAR-O' XEEFE PROJBCT

RANGE OF ESTIMATED UNIT REVENUEL
AT NORTZ SHORE PORT

Item | Lewest —  Eighest Expected
| ? S =
Pexr long ton unit 0.160 - 0.220 0.185

Per iong ton of pellets
(65%Fe) 10.40 14,30 12.02

!
!

EXHIBIT 4
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CANADIAN JAVELIN LIMITED

JULIAN-STAR~O'KEEFE PROJECT

RANGE OF ESTIMATED UNIT C2SH HMARGIN AVAILABLE BEFORE TAXES
(in $§ ver long ton of pellets)

Revenue

Less Cash Expenses (Prouable)

Probabl: Cash riargin

Revenuo
L.ess Cash Expenses (Minimum)

Maximum Cash Margin

Revenue

Less Cash Expenses (Maximum)

Minimum Cash Margin

For Projectad Unit Revenue Basis

Lowest

S

10.40

5.47

4.93

10.40

&,47

5.93:

($ per LT)

Egréis_fa

Eggecteﬁ

12.02

5.47

6.55

12,02
4,47

7.55

12.02

7.60
7.60

EXHIBIT 5
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CANADIAN JAVELIN LIMITED
JULIAN-STAR~QO'KEEFE PROJECT

RANGE OF ESTIMATED UNIT BOOK PROFIT AVAILABLE BEFORE TAXES

For Projected Unit Revenue Basis

(S/LT)
Lowest Highest Expected
$ S S
Probable Cash Margln 4.93 8.83 6.55
Less Probable Depreciation 1.84 1.34 1.84
Probable Book Proiic 3.09 ©.99 4.71
Maximum Cash Margin 5.83 9.83 7.55
Less HMinimum Depreciation 1.40 1.40 1.40
Maximum Book Profit 4.53 8.43 6.15
! tinimum Cash iMargin - 2.80 6.70 4.42
Less Maximum Depreciation 2.33 2.33 2.33
I Minimum Book Proiit 0.47 4.37 2.09

EXHIBIT 6
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CANADIAN JAVELIN LIMITED
JULIAN-STAR-O'KXEEFE PROJECT

ANNUAL CASH MARGIN AVAILABLE BEFORSZ TAXES™
(in $ millions at full capacity)
(of 12,000,000 LT/Yx)

FPor Projected Unit Revenue Basis

Lovwest Highest Expected
.9 S

S
Probable Cash Margin : 59 _ 106 79
Maximum Casn Margin 71 118 ol
Minimum Cash Margin _34 - 80 53

* Note - The above cash margin may be available to the company
under the proposed new mining regqulations until the
total initial investment 1s recovered. After that
period approximatelvy 50% may be lost as income taxes.

EXHIBIT 7
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Years

i e ————.

20
25
30

40

CANADIAN JAVELIN LIMITED
JULIAN-STAR-O'KEEFE PROJECT

ANNUAL AMORTIZATION FACTORS*

Yor Interest Rates at

3%

"y

7.83
65.93
6.41

5.75

8.59

J.568

7.14

6.53

103

11,42
10.74

10.36

10.00Q

*Note: The annual amortization factor is a number, expressed
as a percentage amount, which represents the proportion
of the original principal that must be repaid in uniform
annual payments for principal and interest over the loan

period.

EXLHIBIT B
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CANADIAN JAVELIN LIMITED
JULIAN~STAR~-O'KEEFE PROJECT

MAXIMUM DEBT BURDEN FACTORS™

Years of For Interest Rates at
Amortizaclion 5% 53 8% 103
20 12.7 1i1.6 10.1 8.8
25 | © 14.3 13.0 10.9 9.3

30 15.6 14.0 '11.5 9.7
40 17.4 15.3 12.2 10.0

*Note: The Maximum Debt Burden Factor 1s the reciprocal of
the annual amortization factor and 1t represents the
multiplier applicable to the annual cash margin
available to determine the debt burden capability.
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SCANNED IMAGE

CANADIAN JAVELIN LIMITED
JULIAN-STAR-O'KEEFE PROJECT

BT BUORDEN CAPABILITY
I for 100% Financing over 25 vears

(in $Smillions)

For Projected Unit Revenue Basis

M

Lowest Highest Expected
Wwith Probable Cash Margin
@ 5% Interest 672 1212 904
6% Interest | 612 1104 820
8% Interest 514 923 688
10% Interest 440 788 588
With Maximum Cash dMargin |
@ 5% Interest 812 1352 1048
6% Interest 736 1228 g44
8% Interest 620 1032 792
l 19% Interest 532 880 676
With Minimun Cash Margin
l @ 5% Tnterest 388 912 604
6% Interest 352 852 552
8% Interest 296 636 460
l 10% Interest 252 598% 352
I CEXBHIBIT



SCANNED IMAGE

CANADIAN JAVY¥_IN LIMITED
JULIAN-~-STAR~-QO'KEEFE PROJECT

PROJECTED CASH FLOW FOR CASE 1
SHELPAC PROPOSAL

(S millions)

Year Cash cash Net Annual Cumulative
Inflow Outflow Cash Flow Cash Flow

1971 ( 75) ( 75) ( 75)
1972 (150) (150) (225)
1973 (150) (150) (375)
1974 20 { 75) { 55) (2430)
1975 45 45 (585)
1976 62 02 (323)
1977 62 62 (261)
1978 62 62 (199}
1979 62 02 (1L37)
1980 2 62 ( 75)
1981 62 62 ( 13)
1882 62 62 . 49
1983 31 31 80
1984 31 31 111
1985 31 31 142
1986 31 31 173
1987 31 31 204
1988 31 31 235"
1989 3. 31 266
1990 31 31 297
1891 31 31 328
1992 31 31 359
1893 31 31 390
19284 31 31 421
1895 31 31 452
1996 31 31 483

Note: Project R.C.I.

8% arter taxes

EXHIBIT 11



SiiNNEDIMAGE

-
1

CANADIAN JAVELIN LIMITED
JULIAN-STAR-QO'KEEFE PROJECT

PROJECTED CASH FLOWS FOR CASE 2
PROBABLE CONDITIONS FOR 12,000,000
TONS PER YEAR JAVELIN PIPELINE

(S millions)

Net Annual
Cash Flows

Year Cash Cash
Inflows OQutflows

1971 (100) (1C0)
1972 (200) (20C)
1973 (200) (200)
1974 25 ( 50) { 25)
1975 55 55
1976 79 79
1977 75 79
1978 75 79
1976 79 75
1880 79 79
1981 79 79
1982 79 79
1983 40 40
18384 40 40
1985 40 4}
1986 40 4()
1987 49 40
1988 40 20
19889 40 40
1930 40 4Q
1991 40 40
1992 40 40
1983 40 40
1594 40 40
19485 40 40
19596 40 10
Note: Project R.O0.I. = 8% aiter taxes

Cumulative
Casnh Flows

(100)
(300)
(500)
(525)
(470)
(391)
(312)
(233}
(154)
( 75)
- 4

33
123
163
203
243
283
323
363
403
243
£83
523
563
5603
043

SXHIBIT 12
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B CANADIAN JAVELIN LIMITED
o JULIAN-STAR-O ' XEEFE SROJECT

PROJECTED CASH FLOWS FOR CASE 3
PIPELINE FAILURE AND SWITCH TO RAILROAD
HAULAGE VIA QNS. & LRR @ $2.40 P=R TON

(S millions)

Year Cash Cash Net Annual Cumulative
Inflows Outilows Cash Flows Casn Flows
1971 (100) {100) (1L0Q;
1972 (200) (200) (300)
E 1973 (200) (200) (500)
i 1974 0 (100) (100) (600)
1975 35 35 (565)
1976 55 55 (510)
I 1877 55 55 (£55)
1978 55 55 (400)
1979 55 55 (345)
1930 55 55 (280)
1981 55 55 (235)
19§82 55 55 (180)
1983 55 55 (125)
! 1984 55 55 ( 70)
1985 55 55 ( 15)
1986 28 28 13
1987 23 28 41
! 1988 28 23 69
1989 28 28 97
1999 28 28 125
1991} 23 23 153
1292 28 28 181
1293 28 28 209
1934 28 28 237
1995 28 28 265
199% 28 28 293
Note: Project R.0O.T. 4% after taxes

m

N S BN Nl N

EXEIBIT. 13
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CANADIAN JAVELIN LIMITED
JULIAN-STAR-O'KEEFE PROJECT

PROJECTED CASH FLOWS FOR CASE 4
PROBABLE CONDITIONS BUT WITH $1.00 PER TOCN
INCREASE IN PIPELINE OPERATING COSTS

(Smillions)
Year Casn Cash Net Annual Cumulative
Inflow Ouitflow Cash rlow Cash Flows
16871 (100) (100} (100)
1972 (200) (200) (300)
1973 (200) (200) {500}
1974 25 ( 50) ( 25) (525)
E 1975 40 40 (485)
1976 o7 57 (418)
1977 67 o7 {351)
! 1978 67 57 (284)
1979 57 67 (217)
1980 67 67 (150)
1981 67 67 ( 83)
l 1982 67 67 ( 16)
1983 67 67 51
1984 34 34 85
I 1985 34 34 119
1886 34 34 153
1987 34 34 187
1988 34 34 221
i 1939 34 34 255
19990 34 34 289
1991 34 34 323
! 19972 34 34 357
1693 34 34 391
1994 34 34 425
1895 24 34 459
I 1996 34 34 4903
Note: Project R.O.I. 79 after taxes
EXHIBIT 14
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CANADIAN JAVELIN LIMITED
JULIAN-STAR-O'KEEFE PROJECT

PROJECTED CASH FLOWS FOR CASE 5
NO PIPELINE AND HAULAGE VIA QNS & LRR @ $2.40 PER TON

(Smillions)
Year Cash Cash Net Annual Cumulative
Inflows Outflcws Cash Flows Cash Flows
1271 (1.OO) (100) (100)
1972 (150) (150) (250)
1973 (150) (150) (400}
E 1974 30 ( 75) ( 45) (445)
1975 45 45 (£00)
1976 55 55 (345)
f 1977 55 55 (290)
1978 55 55 (235)
| 1979 55 55 (180)
19890 55 55 (125)
1981 55 55 ( 7G)
1932 55 55 ( 15)
1883 28 28 13
1984 28 28 41
1985 28 28 69
1986 28 28 97
1987 25 28 125
1983 28 28 153
1989 28 28 181
13890 28 28 209
1991 28 28 237
19972z 28 28 265
1993 28 28 293
1994 28 28 321
1995 - 28 349
1996 28 28 377
Note: Project R.0.I. = 6% after taxes

EXHIBIT 15
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_JULIAN-STAR-O'KEEFE PROJECT

PROJECTED CASH FLOW ¥F(UR CASE 6
JULIAN DEPOSIT - 4,000,000 TOWS PCR YEAR
HAULAGE VIA QNS & LRR

| |
f
.
-
B
2
i
:

-
a
a

(Stillions)
Year Cash Cash Net Annual Cumulative
Inflows Cutilows Cach Flows Cash Flows
1971 ( 75) { 75) { 75)
1672 (100) (100) (175)
1973 (100} (100) {275)
1674 20 ( 45) { 25) (300 )
1975 38 38 (262)
1976 44 &4 (218)
1977 44 44 (L74)
1978 44 44 (130)
1979 44 4 & { 86)
1880 44 44 ( 42)
1981 44 44 2
1982 22 22 24
1983 22 22 46
1984 22 22 63
1985 22 22 90
1986 22 22 112
1987 22 22 134
1988 22 22 156
1983 22 22 178
1990 22 22 200
1991 22 22 222
1992 22 22 244
1993 22 22 266
1894 22 22 288.
1985 22 22 310
1996 2 22 332

Note: Project R.O.1.

3% after taxes

SXHIBIT 16
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CANADIAN JAVELIN LIMITLED
JULIAN~-STAR~QO'KELFE PROJECT

PROJECTED CASH FFLOW FOR CASE 7

JULIAN. DERPOSIT - 92,600,000 TONS PER YEAR
OWN RAILROAD TO EAST COAST

I (Smillions)
Year Cash Cash  Net Annual Cumulative
l Inflows Outflows Cash Flows Cash Flows
! 1971 (L00) (100) (100)
1972 (150) (150) ‘750)
1973 (150) (150) (400)
! 1974 35 ( 70) ( 35) (435)
1975 53 53 (382)
1976 59 55 (323)
1977 59 59 (264)
1978 59 59 (205)
1879 59 59 (146)
. 1980 59 59 ( B37)
1981 59 59 { 28)
. 1982 59 59 2
1983 30 30 32
1534 30 30 62
1985 30 30 92
1986 30 30 122
1987 30 30 152
1983 30 30 182
1989 30 30 212
1980 30 30 242
1991 30 30 272
1992 30 30 302
1993 30 30 332
1994 30 30 362
1995 30 30 392
1986 30 30 422

Note: Project R.O.I.

6% after taxes

EXHIBIT 17
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Case 1o,

Description

Probable
chelPac

Probable
Javelin

Pipeline
use QNS
road

Conditions
Pipeline

Conditions
Pipeline

Falilure
Rail-

Higher Piping

Costs -

Pipeline

Javelin

No Pipeline - Use
ONS Railroad

Julian Only - Use
ONS Railroad

Julian Only -
Javelin Railroad

to East

Coast

Annual Total
Pellet Capital
Production Cost
L.T.
millions Smillions
12 450
12 550
12 600
12 550
12 475
9 320
) 470

COMPARATIVE SUMMARY STATISTICS

-IT-—-_——-—_-_-—I-_—_.—

From

& i e B il gl s Te

Construction

11

10

15

12

12

10

11

Payback Period in Years
tart Of

p——— T T P L W R L )

ETATETuD

12

Cumulative
Net Cash
Inflows
(after taxes)
Smillions

483

643

293

493

377

294

422

EXHIBTYLT 18
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Knowles, D.iX., "The Julian Deposit
October 1967.

"Report on Grinding and Concentration Tests
on Julian Iron Oxe',

by Lakeiield Qesearch of Canada Ltd.,

Marcn 8, 1°g61l. | -

"Preliminary Site Selection Study of Pr0posed

Ore Shipping Terminal”,
by C.D.Howe Company Almlted,
August 1970.

e e ——

"Soiral Tests on Julian Iron Ore",
by Humphrevs Engineering Company,
June 27, 1961.

bv can aa*an Javelln lelhea,
1970. -

Y

Vol.il - wad
Vol.2 - Drawings
pvy Kilborn Engine=ring Limited,
Nove“u.h_r; 167C.

"Julian and Star O'Xeefe Iron Ores”
ital and Operating Costs
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I TECHNICAL ECONOMISTS LIMITED

I | 10C0 Yonge Straet, Suite 302
' Toronto 289, Ontario

Telephong (416) 625-283! November 27, 1870

I, William 3. Magyar, of the City of Toronto, in
the Province of Ontaric, herebyv certify:

1) That I am a Consulting Engineer, and reside at
5 Sheffley Crescent, Weston, Ontario.

2) That I am registered Professional Engineer of
the Province of Ontario and of the Province of Quebec. I
have practised my professiocn for over fifteen years.

3) That I am & graduate of McGill Urniversitv ari |
hold a Bachelor of Engineering Degree in Mining Engineering.
I am also a graduate of the University of Western Ontario,
and hold a2 Master of 3Business Administration Degree. I am
assoclated with Technical Economists Limited, Toronto,

Ontario, a firm of consulting economists and engineers.

4) That I have no interest, either directlv or
l indirectly, in the property or securities of Canadian Javelin
Limited, Dominion Jubilee Corporation Limited, and Newfoundland
and Labrazdor Corporation Limited, and that I do not expect to
I receive, either directly or indirectly, any interest in the
securities of those companies.

5) That the accompanving report entitled "The Julian-
Star-0'Keefe Project, Feasibility Assessment” is based on
Kknowledge O the Ddroperties gained through discussions with
Mr. W. Hegler, Vice~President of Engine:zring, and Mr. W. B.
Blakenan, Geologist, th of Canadian Javelin Limited. T
did not visit the properties but I had the privilege of
rYeviawing property ownership agreements, work contracts,
results of exploration activities, relevant reports by
indepencent consultants, and the Company's files. My current
examinations were conducted during the period from July 15,
1970, to November 27, 1970, inclusive.

Page 1 of 2.
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TECHMICAL ECONOMISTS LidliTeD

6) This certificate applies to the lands which
contain the Julian, Stavr, and O'Keefe iron ore deposits
that are controlled by Canadiarr Javelin Limited and/or
its subsidiaries and affiliates.

, i - o
/L;I .. i, F,a/m!j ’\\

*

William B. Magvar, P.Eng.

Page 2 of 2,
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