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EXECUTIVE SUMMARY

In November 2001, Micon Internationa Limited was commissoned by the Department of Indian Affairs
and Northern Development (DIAND) to provide an economic evaluation of the Faro Mine, Yukon
Territory, in order to as3st in determining a course of action with respect to the digposa of minerd assets
and reclamation of the Sites.

The agreed scope of work included an assessment of remaining reserves and resources based on the
current requirements of NI 43-101, preiminary economic andyses of the mineral deposits under four
productionscenarios, and recommendationsregarding potential sale of the properties. Thisreport isbased
on data provided by DIAND and the Interim Recelver, on avigt to the Ste and on Micon’sanalyss and
experience.

Exiging facilities include the Faro townsite, the Faro processing plant with a capacity of at least 4.0 Mt/a,
other buildings and infrastructure around the plant ste, a high qudity haul road from the Vangorda and
Grum pits to the plant, and other connecting roads.

Previous owners have exhausted the Faro and Vangorda deposits and partialy mined the Grum open pit.
The remaining reserve at Grum is estimated as 19.63 Mt with average grades of 4.27 % Zn, 2.56 % Pb,
43.3 g/t Ag and 0.69 g/t Au. Since no breakdown of reserve confidence category was available, Micon
congders the entire reserve to be Probable. The pit mining equipment fleet has been sold. This provides
flexibility to anew owner in setting production rates, choosing thetype and size of equipment, new or used,
or contracting the mining.

The undevel oped Grizzly deposit lies between 500 and 900 m below surface and hasbeen drill tested by
only 57 widdy spaced holes from surface. The polygond estimate of “mining inventory”, above a cutoff
grade of 9 % combined lead plus zinc and amining height of 3.5 m, including 10 % dilution, is reported
as21.37 Mt at 6.38 % Zn, 4.84 % Pb, 71.4 g/t Ag and 0.75 g/t Au. It isfurther reported that some 60
% of thisresource isin theindicated category, and 40 % isinferred. Under the guidelines specified by NI
43-101, these two categories should not be added together.

In Micon’s opinion, enough information has been gathered to support an informed preliminary geologica
interpretation of the Grizzly deposit and it is considered gppropriate to use these resourcesin apreiminary
economic evauaion. Micon's determination of the likely Grizzly underground minesble portion of the
indicated and inferred resourcesis 14.86 Mt at 6.49 % Zn, 5.03 % Pb, 74.3 g/t Ag and 0.76 g/t Au.

The Swvim depost is consdered too smdl and of insufficient grade for a viable open pit. There no other
known lead-zinc bearing depogitsin the Faro area. However, Grizzly demondtrates the potentia for deep
discoveries. Such depositscould bediscovered through an expensve program of deep stratigraphic drilling
of the untested portions of the prospective horizon followed by downhole geophysica testing.
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Based on the available metdlurgical testwork and historical processing records, Micon considers that
recoveries from Grizzly ore will be consderably higher than those from Grum ore, namely 81 % Zn (vs
74 %), 81 % Pb (vs 77 %) and 60 % Ag (vs 58 %). Gold recovery is predicted to remain at 30 %. The
condition of the Faro processing plant is reasonablefor itsage. Extengive refurbishing is required, but the
cost of thiswork ismuch lessthan theinvestment in anew mill and isnot likely to increase Sgnificantly over
the next few years.

Micon has used conventiona discounted cash flow (DCF) andysisto evauate the remaining reserves and
resources. The agreed scope included four cases:

Case 1, mining both deposits smultaneoudy and processing a the existing mill.
Case 2, mining both deposits smultaneoudy and processing at anew mill.
Case 3, mining the Grizzly deposit only and processing at anew mill.

Case 4, mining the Grum deposit only and processing at a new mill.

Production scheduleswere prepared for each of thefour scenariosand built into four variations of thebasic
cashflow modd. The costs used were based, in part, on reported historica costsand, in part, on Micon’s
in-house database. It wasimmediately obviousthat, at recent metd pricessuch as 35 ¢/Ib Zn, dl four cash
flows would be negative.

Micon compiled historic price dataand selected long-term prices of 35¢/1b P, $5.00/0z Ag and $300/0z
Au for the basic DCF andlyses. These were combined with an optimigtic zinc price of 60 ¢/lb so thet the
cash flowswould dl be positive. The upper range limit line on the chart of historic zinc price data (see
Figure 9-1) indicates that the annua average price of zincisunlikely to exceed 65 ¢/Ib except during short-
term (3 to 4 year) cyclica peaks. Magor peaks occurred around 1974 and 1989. However, thereisno
reliable way of predicting the likelihood, magnitude or duration of such an event.

The cash flows were re-run to establish the zinc prices required for breskeven and for specific IRR hurdle
rates. From these, Micon concludes that a sustained zinc price of about 45 ¢/Ib is required just to cover
operating codts. The cash flow breakeven price required to cover al the capital and operating costs,
induding taxes and royalties but excluding any financing costs and profit margins, variesfrom 49to 58 ¢/Ib
Zn, depending on the case.

Based on the parameters used in this report and assuming a 20 % IRR hurdle, the average sustained zinc
price necessary tointerest private companiesin re-opening the Faro property isestimated as gpproximately
60 ¢/Ib, provided that the existing Faro mill remainsin place.

If the Faro mill and its processing equipment are removed, then the additiona capitd requirements, as
estimated in Cases 2,3 and 4, increase the necessary sustained price into the range of 80 to 90 ¢/lb Zn,
depending on the salected production scenario. In Micon’s opinion, thiswould virtualy guarantee thet the
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Grum and Grizzly depositswould not be mined intheforeseesblefuture. Accordingly, itisMicon’sopinion
that the continued existence of themill isessentid to the potential sale of the property to any party interested
in developing and exploring the Faro area.

Based on these conclusions, Micon recommends:

. That the reclamation requirements set out in the Rodger Report be separated into those which
would affect sgnificantly the economics of re-tarting operations a Faro, and those which would
not.

. That work proceed on the latter group of reclamation tasks.

. That reclamation of the process plant, associated buildings and haul road be deferred for aperiod
of up to five years in anticipation of another possible cyclica increase in zinc prices. This
corresponds to a period of 13 to 18 years from the previous peak in 1989.

. That zinc prices be monitored and, if 60 ¢/Ib can be foreseen, offers be solicited from potentia
purchasers who may be interested in the exploration potentid of the area as wdl as the known
deposits.

. That after approximately five years, if the price pesk has not materidized and is not obvioudy
imminent, the resources should be abandoned and the rest of the property reclaimed.
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1.0 INTRODUCTION
1.1 PROJECT DESCRIPTION

In November 2001, Micon International Limited was commissioned by the Department of Indian Affairs
and Northern Development (DIAND) to provide an economic evaluation of the Faro Mine, Yukon
Territory, in order to assst in determining a course of action with respect to the disposa of minera assets
and reclamation of the Sites.

The Faro property is located approximately 220 air kilometres northeast of Whitehorse, YT. The town
of Faro is on the north bank of the Pelly River, about 6 km north of the Robert Campbe | Highway, 25 km
west of RossRiver, asshown in Figure 1-1. Thismap aso showsthe previous concentrate haul age route,
west to Pelly Crossing, south through Carmacks, Whitehorse and Carcross, then southwest acrossathin
grip of British Columbia (off the map) to Skagway, Alaska. The relaive locations of the Faro pit and
concentrator, the Grum and Vangorda pits, and the Dy (now known as Grizzly) and Swim depodts are
shown in Figure 3-1 (Section 3.2). The Faro and VVangorda pits are exhausted but there are resourcesin
the Grum pit and the Grizzly underground deposit.

The agreed scope of work can be summarized asfollows:

1 Meet with DIAND representatives to obtain information regarding current Site conditions.

2. Vigt the site.

3. Review availableinformation on known “orereserves’ for the Grum and Grizzly (Dy) depostsand
provide asummary of thisinformation, addressing qudity, and of the feasibility of developing and
mining these deposits.

4. Review the 22™ report of the Interim Receiver (January 8, 2001), the Reclamation Cost Estimates
by Robert Rodger (March 2001), and other relevant documents.

5. Review dl avallable materia on the economic vaue of the Grum and Grizzly deposits and provide
a) reserves and grades based on CIM standards or similar classifications; b) a comparison of
metalurgy and processing concernsfor the Grum and Grizzly oretypes, and ¢) mining optionsfor
the remaining reserves and resources.

6. Provide a prdiminary economic andysis of mining of the deposits under four scenarios. i) Mining
Grum and Grizzly deposits smultaneoudy and processing a the exigting Faro mill;

-1-
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ii) Mining Grum and Grizzly deposits smultaneoudy and processing a anew mill closer to thetwo
mines; iii) Mining the Grizzly depost only and condructing a new mill; and iv) Mining the Grum
deposit only and congtructing anew mill.

7. Provide details in the economic andyses of capitd and operating cost estimates, cash flow results
at current and historical average meta prices, and breakeven zinc prices.

8. Provide details in the economic andyses of criteria used, and the annud production, revenue and
taxation caculations.

9. Provide conclus onsabout the economicsof the depositsand recommendationsregarding potentia
sde of the properties.

10. Discuss the impact of removd of themill and of reclaming the pits on thefeasibility of futuremining
operations.

The reports specified in Item 4 above were received and reviewed in November, and preliminary cash
flows were prepared. During the week of December 10, the DIAND office in Whitehorse and the Faro
dte were vigted by three Micon representatives: Harry Burgess, vice president and mining engineer, B.
Terrence Hennessey, senior economic geologist, and Richard M. Gowans, senior metdlurgist.

Miconreviewed the limited data that were available at Site. Back in Toronto, Micon made use of the data
bank maintained by the Interim Receiver, Delaitte Touche, whose cooperation isgratefully acknowledged.
These datawere mainly from Curragh Resources and aso of limited use.

Note that two currencies are used in this document. All meta prices, by convention, are quoted in United
States funds, elther as cents per pound (base metas) or dallars per ounce (precious metas). All other
estimated costs, cash flows and net present values are expressed in year 2000 Canadian dollars.

1.2 HISTORICAL BACKGROUND

Thefirg discovery of lead zinc minerdization on the Vangorda Plateau occurred in 1953 when prospector
Al Kulan found the Vangorda deposit and optioned it to Prospector airways, later acquired by Kerr
AddisonMinesLimited (Kerr). Further exploration by Kerr resulted in the discovery of the Swim deposit
in 1963, 10 km to the southeast. Concurrent exploration by Dynasty Explorations, on an adjacent block
of ground, resulted in the discovery of the Faro deposit, 15 km to the northwest, in 1964. The Grum
deposit, only 2 km northwest of Vangorda, was not discovered until 1973 during an exploration program
by Kerr. The Grizzly Depost, 4 km southeast of Vangorda, was discovered by Cyprus Anvil Mining
Corporation (Cyprus Anvil, ajoint venture of Cyprus Minesand Dynasty) in 1976. In 1979 the property

-3-
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position in the camp was consolidated when Cyprus Anvil acquired the Grum/Vangorda property from
Kerr.

The Faro open pit was developed and mined by Dynasty/Cyprus Anvil over the period 1966 to 1982.
During those years, annua average zinc prices ranged from 12 to 38 US cents per pound (¢/Ib) with an
isolated peak of 56 ¢/Ib in 1974. In congtant Y ear 2000 dollars, the equivalent prices would be 54 to 73
¢/Ib with apeak of 178 ¢/Ib.

Curragh Resources acquired the Faro property in 1985 and operated it from January 1986 until April
1993. During this period, the Faro pit was exhausted, a high grade lens was mined from the Faro pit wall
by a contractor using the room-and-pillar method, the VVangorda pit was developed and partialy mined,
and dripping of the Grum pit was started. Annua zinc prices ranged from 34 ¢/Ib up to 75 in 1989 then
fell to 44 ¢/lb in 1993. The 2000 dollar equivaents are 51 to 101 then back to 51 ¢/Ib.

Curragh spent some $20 million on exploration and planning of the Grizzly underground deposit (then
known as Dy) but was never ableto justify start-up, despite the obvious benefit of combining with exigting
pit production to retain the economies of scalein a 4.5 Mt/a process plant.

Anvil Range Mining Corporation (ARMC) bought the property for $30 million in 1994 and invested a
further $70 million in rehabilitation of the plant and pits and in working capitd. From August 1995 to
December 1996, ARMC exhausted the Vangorda pit and partidly mined the Grum deposit. The plant
continued to process stockpiled materia through March 1997. The model which ARMC used to judtify
the investment was based on a zinc price garting at 55 ¢/Ib and rising to 65 ¢/Ib by 1998. However, the
average price during the operating period was about 47 ¢/Ib (52 ¢/Ib in 2000 dollars) and the property,
agan, went into receivership. There were other problems such as low availability of the aging haul truck
fleet and poor recovery in the plant, but the main contributor appears to have been the zinc price.

Since the most recent shut down, the mgjor mobile mining equipment has been sold and the concentrator
was prepared for care and maintenance with the millsblocked up off the bearings. The plant and buildings,
already old, continue to deteriorate with the crusher flooded and frozen inice, dthough a portion of the mill
is currently used as awater trestment plant in the summer months.
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1.3 REFERENCE DOCUMENTS
Studies

Preiminary Review and Update of Reclamation Cost Estimates, Faro Site
by Robert J. Rodger, P.Eng., March 2001 (for Indian and Northern Affairs Canada)

Chapters 6 and 7 for Grizzly Project Underground Pre-feasibility Study
by Piteau Associates (Project 1617), November 1996

Grizzly Project Hydrogeological Assessment and Conceptua Design
for Blind Creek Exploration Decline
by Piteau Associates (Project 1779), July 1997

Review and Assessment of Water Management Options for Grizzly Decline
by Access Mining Consutants Ltd., July 1997

Dy Project April, 1996
by Fritz F. Prugger, P.Eng., Consulting Mining Engineer

Advanced Exploration and Development of the Dy Underground Mine, Project Description
by Rescan Environmenta Services Ltd., January 1993

Other Reports

Y ukon Minera Property Update, January 2001
by Minerd Resources Branch, Dept. of Economic Development, Govt. of the Y ukon

Twenty second Report of the Interim Recelver, January 18, 2001

by Heenan Blaikie, Solicitors for Deloitte & Touche Inc.
[This document includes a number of sub-reports including five by Strathcona Mineral Services
Limited]

Faro Operations Start-up Plan (12-Month Operation)
by ARMC, March 1998

Review of the Proposed Development of the Grum Lead-Zinc Deposit
by Micon International Limited / David S. Robertson, February 1993,
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Pre-gtripping of the Grum Deposit and Associated Activities (the Propriety of Described Costs and
Processes), by David S. Robertson, Ph.D., P.Eng., January 27, 1992

Dy Deposit - Initid Exploration and Development Program (three options)
by Canadian Mine Development, October 29, 1990 (partia copy)

Dy Depost, Exploration Ramp Access
by Canadian Mine Development, April 1989

Dy Depost, Exploration Shaft Access
by Canadian Mine Development, April 1989

Dy Deposit, Long Range Plan, Shaft Access
by Canadian Mine Development, April 1989

ARMC Month End Reports for:
December 1997
September 1997
April 1997
December 1996
December 1995
Papers
Geology and Sulphide Deposits of Anvil Range, Y ukon
by D.S. Jenningsand G.A. Jilson
published in Minera Deposits of Northern Cordillera, 1986

Feld Guide Anvil Po-Zn-Ag Didtrict, Y ukon Territory, Canada
by Lee C. Pigage, 1990

Correspondence
Memo from Aiden Carey to John Fleming, Mine Start Up Plan, January 29, 1998
Memo from John Fleming to Don Hindy, Mine Geology after Startup, August 5, 1997

Minutes of Grum Planning Meeting, Whitehorse, September 28, 1991
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Memo from JW. Hendry to C.K. Benner, Economic Basis for Grum Design Criteria, Jan.31, 1992

Internal Curragh Resources document, about May 1992, describing the Exploration status of the Dy
Deposit and other clam blocksin the Anvil Didtrict

Memo from Gregg A. Jlson to C.K. Benner, Dy Minera Inventory, March 27, 1992
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20 SUMMARY

In November 2001, Micon Internationa Limited was commissoned by the Department of Indian Affairs
and Northern Development (DIAND) to provide an economic evaluation of the Faro Mine, Yukon
Territory, in order to as3st in determining a course of action with respect to the digposa of minerd assets
and reclamation of the Sites.

The agreed scope of work included an assessment of remaining reserves and resources based on the
current requirements of NI 43-101, preiminary economic andyses of the mineral deposits under four
production scenarios, and recommendations regarding potentia sale of the properties.

21  EXISTING FACILITIES

Cyprus Anvil Mining Corporation, a joint venture of Cyprus Mines and Dynasty Resources, began to
develop the Faro property in 1966. This included an open pit on the Faro deposit, a processing plant,
town ste and associated infrastructure. The mill went through a number of expansions and had reeched
a capacity of more than 4 Mt/a before the first closure in 1982.

Curragh Resources acquired the Faro property in 1985 and operated it from January 1986 until April
1993. During this period, the Faro pit was exhausted, a high grade lens was mined from the Faro pit wall
by a contractor using the room-and-pillar method, the VVangorda pit was developed and partially mined,
and gripping of the Grum pit was started. Curragh congtructed some 14 km of high qudity haulage road
between the Vangorda and Faro pits so that VVangorda and Grum ore could be delivered to the Faro miill
by 200t trucks. Thisincluded a causeway across the north fork of Rose Creek which is understood to
have been built with coarse waste rock, designed for percolation, without culverts.

Anvil Range Mining Corporation (ARMC) bought the property from the Recelver in 1994 and ingtdled
additiond grinding and flotation equipment to improve recovery from the Grum ore. From August 1995
to December 1996, ARMC exhausted the Vangorda pit and partialy mined the Grum deposit before
fallowing Curragh into receivership.

The badly worn mining equipment fleet has been sold by the Recelver. However, there is an unfinished
truck shop at the Grum site and a water trestment plant. The haul road and the power supply are intact.

The Faro concentrator was prepared for care and maintenance with the mills blocked up off their bearings.
The plant and building, dready old, continue to deteriorate with the crusher flooded and frozen in ice,
athough a portion of the mill isstill used as awater trestment plant in the summer months. Other existing
fadilities a this Ste include the administration building, warehouse, workshops and dectrica sub-gation.

-8-
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The status of the town of Faro isunclear. It was origindly a‘company’ town but is understood to have
been acquired by a red estate company and some of the houses have been sold as vacation homes.
Certainly, it ill exigs.

22 RECLAMATION REQUIREMENTS

Thereclamation requirementsfor the Faro property and their estimated costswere addressed in the Rodger
Report. The largest cost isfor the Down Vdley Tailings Impoundment which was used by Cyprus Anvil
and Curragh, and is estimated to contain 50.5 Mt of sulphidetailings. The preferred

closure method isto durry thetallingsand pump theminto the Faro pit. Passing them through the plant was
consdered, but azinc price of more than US 70 ¢/lb would be required to bal ance the cost of processing.
There would still be roomwithin the pit to store the tailings from the Grum and Grizzly depositsif it were
possible to resume operations.

Other work which could proceed at any time includes re-contouring, covering and revegetating the Faro
and Vangorda waste rock dumps, and much of the work involved in preparing the three pits for
contaminated water storage.

Items which would affect future mining potentia are reclamation of the mill and other surface facilities,
breaching of the haul road, and reclamation of the Grum overburden and waste rock dumps.

23 RESERVESAND RESOURCES

Thelead-zinc deposits of the Faro areaare stratiform synsedimentary exha ative massive sulphide deposits
(sedex type) which occupy a 150-m thick stratigraphic horizon which contains extensive units of graphitic
phyllite, non-cacareous phyllites, basdtic metavol canic rocks and metaintrusive units. The minerdization
isof two types, mass ve sul phide and quartzose disseminated sulphide, and their percentagesvary with each
deposit. The massve and disseminated sulphides typically occur together, with a massive upper portion
gratigrgphicaly overlying lower quartzose sulphides. They occur in lenses or horizons which may be
stacked within the prospective Sratigraphic horizon.

Five sgnificant lead-zinc bearing sulphide deposits have been found in the digtrict in addition to two barren
ones. Theseare, from northwest to southeast, the Faro, Grum, Vangorda, Grizzly (Dy) and Swim deposits.
Only thefirgt four of these deposits had sufficient grade and tonnage and suitable location to be considered
for production. Faro and VVangorda have been mined out.
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2.3.1 Grum Reserve

The Grum deposit wasin production at thetime of mineclosure. Availablerecordsand anecdotd evidence
indicate that the mineral resources were estimated using a block model and the GEMCOM software
package. The minera reserves were determined from the block mode by sdecting those blocks which
fell within the October, 1997 pit design by SRK.

Micon discovered two different tables which purported to represent the minera reserves at Grum on
January 21, 1998 and February 1, 1998, both dates after the reported cessation of mining (January 16,
1998). The two tables present identica grades for the four principa commodities (lead, zinc, silver and
gold) but differ in tonnage by 269,000 tonnes, or dightly more than 0.1%. Micon condders that this
difference is not materia to the analysis herein and has used the larger tonnage from the table which
provided more detail (bench by bench and pit stage by pit stage). The reported mineral reserve is
summarized as 21,810,550 t at 2.56 % Zn, 4.27 % Phb, 43.3 g/t Ag and 0.69 g/t Au.

It wasreported to Micon that ARM C had experienced difficulties reconciling the minera reservesfromthe
Grum pit with actua production from the mill. A search of the hard drive from the engineering/geology
computer discovered a detailed reconciliation spreadsheet for most of the production life of the Grum
deposit (from 1995 to the end of 1997). This comparison indicates that the mill reconciliation problem
probably was caused by overestimation of tonnesin the ore reserves. The mill head grade and calculated
pit production grade (from the block model) agree to within less than 0.2 % on zinc and lead, but the
cdculated production overestimates tonnage by 8.2 % rdative to the mill.

Micon has concluded that the Grum pit reserve tonnages are overstated by gpproximately 10 %, probably
as aresult of aspecific gravity (or bulk dengity) error for the ore. It is aso concluded that the grades of
the principa metals of interest, zinc and lead, are accurately estimated. StrathconaMinerd Services came
to the same conclusion inits previousreviews of the project. Thereservefor the Grum pit, asadjusted by
Micon, is 19,630,000 tonnes with the same average grades of 2.56 % Zn, 4.27 % Pb, 43.3 g/t Ag and
0.69 g/t Au.

2.3.2 Grizzly Resource

Mogt of the Grizzly Depositis 500 mto 900 m below surface and has been drill tested by only 57 relatively
widely-spaced surface diamond drill holes of ggnificant length. Typicd drill hole spacing is roughly 130
m x 90 m. The Grizzly deposit has never been exposed by underground development and does not
outcrop or subcrop. Itisrdatively flat and tabular with two separate horizons that generaly dip between
20° and 35° to the southwest.

Several minera resource and reserve estimates have been completed a Grizzly over the years 1981 to
1996, the most recent being Piteau Associates “ Chapter 6 and 7 for the Grizzly Project Underground Pre-
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feasbility Study”. Micon had accessonly to thislatter report for thereview of Grizzly resources. Drill hole
composites were congtructed, on either a6 % or 9 % combined lead plus zinc cutoff, without regard to
lithalogy, using aminimum mining thicknessof 3.5 m. Polygons were generated in GEMCOM using mid-
point projections between drill holes up to a maximum of 170 m. At the edges of the deposit, polygons
were terminated at 60 m beyond the last drill intersection. Polygon areas were computed and converted
to volumes by multiplying by the vertical thickness of each drill intercept. Tonnes were determined by
multiplying volumes by abulk density of 3.92, a number determined by Curragh in 1991.

Results were tabulated, at both 6 % and 9 % cutoff grades, and reported with 10 % dilution at zero grade
but with no adjustment for mining losses (see Table 3.4). These numbers are presented by Piteau as a
“Mining Inventory” without separate reporting of the two confidence categories, although the text of the
report indicates that 60 % of the mineralization was in the probable category and 40 % possible. Under
current resource and reserve nomenclature in use in Canada, these would be referred to asindicated and
inferred resources, and the two categories would not be added together.

From the plus 9 % resource, Piteau made an assessment of a “mining inventory with recoveries’ usng
different mining methods for areas above or below 6.5 mthickness (see Table 3.5). After reviewing the
available data, Micon decided to eliminate those blocksin which the diluted average grade had falen below
9 % combined lead plus zinc, and to reduce the recoveries where upper and lower lenses were in close
proximity. Micon’' sdetermination of thelikely mineable portion of theindicated and inferred resources (see
Table 3.6) reduces Piteau’ stotal of 17.24 Mt to 14.86 Mt at 6.49 % Zn, 5.03 % Pb, 74.3 g/t Agand 0.76
gt Au

Micon concludes that the Grizzly deposit cannot be consdered a mineral reserve ready for a production
decision and the associated capital expenditure commitment. Further basic geologica work is required.
Enough information has been gathered to alow informed preliminary geologicd interpretation and it is
gopropriate to use the resourcesin this preliminary economic evauation.

2.3.3 Exploration Potential

The Anvil Digtrict leed-zinc deposits are known to exist in arelatively narrow, 150 m-thick horizon at the
contact between the Mount Mye and Vangorda Formations. Soil geochemistry and airborne/ground
geophysica surveyshave probably discovered dl of the near surface, outcropping and shallow subcropping
(<300 m) targetsin the digtrict. However, Grizzly demonstratesthe potentia for deep discoveries. Such
deposits could be discovered through a program of deep sratigraphic drilling of the untested portions of
the prospective horizon followed by downhole geophysica testing. Such aprogram would require alarge
commitment in terms of time and expense.

-11-
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24  FINANCIAL EVALUATION

Micon has used conventiona discounted cash flow (DCF) anayss to evduate the remaining minerd
resources at Faro. Four possible scenarios were to be assessed:

Case 1, mining both deposits smultaneoudy and processing at the existing mill.
Case 2, mining both deposits Smultaneoudy and processing at anew mill.
Case 3, mining the Grizzly deposit only and processing at anew mill.

Case 4, mining the Grum deposit only and processing at anew mill.

Micon prepared production scenarios and capital and operating cost estimates for each case, and
incorporated theseinto the DCF mode. It wasimmediately obviousthat, a recent metal pricesof 35¢/1b
Zn, 23 ¢/Ib Pb, $4.25/0z Ag and $275/0z Au, the resulting cash flows would al be negative.

Micon obtained historicd annud price datafrom 1960 to August 2001, adjusted those pricesto congtant
year 2000 dollars, and prepared price charts with trend lines and range limits (see Figures 9-1 to 9-4).
Using these charts, Micon sdected possible long-term prices of 35 ¢/lb Pb, $5.00/0z Ag and $300/0z Au
for the DCF andlyses, and an optimigtic zinc price of 60 ¢/Ib so that the cash flowswould al be positive.

Having run the DCFs at the above prices and an exchange rate of Can$1.55 = US$1.00, Micon then
adjusted the zinc prices in each case to determine the operating and cash flow breakeven prices, and the
prices required to give IRRs of 15 % and 20 %.

Thefull, detailed cash flow for each caseisreproduced in the Appendices. Theresultsof thefour andyses
are summarized for comparison in Table 2.1.

Production from the Grizzly underground mine is limited to 1.0 Mt/a (about 3,000 t/d) by practica
consderation of the attitude and dimensions of the deposit, resulting in aproduction life of about 15 years.
This providesthe total mill feed in Case 3. In Cases 1 and 2, it is combined with ore from the Grum pit.
In Case 1, the existing mill isfilled to its comfortable capacity of 4 Mt/auntil the Grum reserveisexhausted
(7 years), then reduced to 1 Mt/a by shutting down some of the plant circuits and equipment. In Case 2,
the sdlected new plant capacity is2.25 Mt/ato minimizeinitia capita and to baance ore production from
both sources at 15 years. In Case4, Grum ore only to anew mill, therate of 2.0 Mt/aprovidesa 10-year
life, which isacompromise between initial capital requirements and economies of scale. It should be noted
that, for this preiminary evduation
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Table2.1
RESULTSOF DISCOUNTED CASH FLOW ANALYSES
CASE 1 CASE 2 CASE 3 CASE 4
GRUM + GRIZZLY | GRUM + GRIZZLY GRIZZLY ONLY GRUM ONLY
EXISTINGMILL NEW MILL NEW MILL NEW MILL

PRODUCTION
Grum Ore kt/al 3,000 1,250 0 2,000,
Grizzly Ore kt/al 1,000 1,000 1,000 0
Mill Feed kt/al 4,000 2,250 1,000 2,000
Total Ore Processed kt 34,863 34,863 15,233 19,998
JAverage Grades Zn % 5.2]] 5.2]] 6.42 4.26

[29] % 3.61 3.61 4.949 2.55

Ag gt 56.6 56.6 73.6 434

Au gt 0.72 0.72 0.79 0.69
Zinc Concentrate kt 2,767 2,767 1,552 1,237
Lead Concentrate kt 1,665 1,665 1,020 655)
REVENUE
Metal Prices Zn USs$/lb 0.60 0.60 0.60 0.60

Fo USs$/lb 0.35 0.35 0.35 0.35

Ag US$/oz 5.00 5.00 5.00 5.00]

Au US$/oz 300 300 300 300]
US dollar Revenue kUS$ 1,440,311 1,440,371 819,499 630,586
Exchange Rate Can$/US$ 1.55 1.55 1.55 1.55
Total Revenue k$ 2,232,481 2,232,579 1,270,224 977,408

Unit Revenue $it 64.04 64.04 83.39 48.88

COSTS
Operating Costs k$| 1,645,109 1,685,594 998,359 731,355
Unit Operating Costs it 47.19 48.35 65.54 36.57|
Operating Profit k$ 587,375 546,981 271,864 246,054
Initial Capital Costs k$ 215,300 297,200 187,000 200,700
Unit Initial Capital Costs $it 6.18 8.52 12.28 10.04
Sustaining Capital Costs k$ 30,100 26,000 15,200 13,100
Corporate Income Tax k$ 95,600 52,760 0 0
Y ukon Mining Royalty k9 55,963 42,258 17,99 17,969
RESULTS
Cumulative Cash Flow k$| 230,412 168,763 67,679 33,285
NPV at 10% Discount k$| 59,954 -46,7084 -45,273 -42,333
Internal Rate of Return %l 20.00 6.4 4.1 3.1
BREAKEVEN ZINC PRICES
Operating Breakeven US$/lb 0.44 0.45 0.44 0.45
Cash Flow Breakeven US$/lb 0.49 0.53 0.5 0.58
Pricefor 15% IRR US$/lb 0.56 0.75 0.77) 0.74
Pricefor 20% IRR US$H1b 0.60 0.85 0.88 0.81

of reserves and resources, the selected production rates are arbitrary and no attempt has been made at
optimization.
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Tota ore processed includes an estimated 368,000 tonnes of stockpiled materid containing 3.86 % Zn,
2.11 % Pb and 47 oz/t Ag, which is used to start up the plant.

The unit revenue line shows that Grizzly ore, at $83.39/t, is more valuable than Grum ore, at $48.881t,
because the average grades are higher. However, the unit operating cost line shows that Grizzly ore, at
$65.54/t, is dso much more expensive to mine and process than the Grum pit ore at $36.57/t. For
combined production (Cases 1 and 2), the unit revenueis $64.04/t. Theunit operating cost isdightly lower
inCase 1 ($47.19/t) because of the higher throughput in the early years. The operating margin (operating
profit over operating cost) iswidest in Case 1.

The unit initid capitd line shows another clear advantage for Case 1, in which the existing mill and
infragtructure are retained. After dlowing for extensve rehabilitation, the estimated initial capita for Case
1 is some $82 miillion less than in Case 2 with its new, smdler mill. This makes alarge difference to the
cash flow.

At the selected, forward-looking meta prices, including 60¢/lb Zn, Case 1 produces a cash flow of $230
million, an NPV at 10 % of $60 million, and an IRR of 20 %.

Without the initid capital cost benefit of the exigting mill and other buildings, Cases 2 to 4 show
disappointing, though il positive, cash flows and IRRs in the range of 3.1 to 6.4 %.

Regarding breakeven pricing, the operating breakeven is quite consstent in therange of 441046 ¢/Ib. The
cash flow breskeven price varies from 49 to 58 ¢/lb Zn. These are the prices which would cover dl the
capital and operating costs for each case, including taxes and roydties but excluding any financing costs
and profit margins.

The rate of return required to justify a mining investment varies with many factors including corporate
policy, location, type of product and perceived risks. Micon hastabulated the zinc prices required for 15
% and 20 % IRRs. Theformer iswidely congdered to beaminimum, and thelatter isbelieved to be more
gpplicable to this Faro evauation.

Based on the 20 % IRR hurdle, the average sustained zinc price necessary to interest private companies
in re-opening the Faro property is approximately 60 ¢/Ib, provided that the existing Faro mill remainsin
place.

If the Faro mill and its processing equipment isremoved, then the additiona capita requirementsin Cases
2,3 and 4 raise the necessary sustained priceinto the range of 80to 90 ¢/Ib Zn, depending on the selected
productionscenario. In Micon’ sopinion, thiswould virtualy guarantee that the Grum and Grizzly deposits
would not be mined in the foreseeable future.
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CONCLUSIONS AND RECOMMENDATIONS

Based on data provided by DIAND and the Interim Receiver, on avidt to the steand on Micon’ sandysis
and experience, the following conclusions have been reached:

Exiging facilitiesinclude the Faro townsite, the Faro processing plant with acapacity of at least 4.0
Mt/a, other buildings and infrastructure around the plant Site, a high qudity haul road from the
Vangorda and Grum pits to the plant, and other connecting roads.

The Grum deposit has alarge resource but only the portion contained within the SRK-designed
open pit is consdered viable at foreseeable metd prices. Micon concluded that the estimated
grades were accurate but agreed with Strathcona Mineral Servicesthat the tonnage of the reserve
was probably overstated. The estimated Grum Reserve, with the tonnage reduced by 10 %, is
19.63 Mt with average grades of 4.27 % Zn, 2.56 % Pb, 43.3 g/t Ag and 0.69 g/t Au. Since no
breakdown of reserve confidence category was available, Micon considers the entire reserve to
be Probable.

The pit mining equipment fleet has been sold. This provides flexibility to a new owner in setting
production rates, choosing the type and size of equipment, new or used, or contracting the mining.

The Grizzly deposit lies between 500 and 900 m below surface and has been drill tested by only
57 widdy spaced holesfrom surface. The polygona estimate of “mining inventory” above acutoff
grade of 9 % combined lead plus zinc and a mining height of 3.5 m, including 10 % dilution, is
reported as 21.37 Mt at 6.38 % Zn, 4.84 % Pb, 71.4 g/t Ag and 0.75 g/t Au. It is further
reported that some 60 % isin theindicated category, and 40 % isinferred. Under the guidelines
specified by NI 43-101, these two categories should not be added together.

Piteau Associates prepared a rock mechanics assessment of possble mining methods in
November, 1996 for usein a pre-feasbility study. Using different methods for thick or thin (+/-
6.5 m) zones, Piteau estimated recovery of 17.24 Mt. After reviewing dl the available block data
and drawings, Micon eliminated those blocksin which the diluted average grade had fdlen below
9 %, and adjusted the recoverieswhere upper and lower lenseswerein close proximity. Micon's
determination of the likely Grizzly underground minesble portion of the indicated and inferred
resourcesis 14.86 Mt at 6.49 % Zn, 5.03 % Pb, 74.3 g/t Ag and 0.76 g/t Au.

Micon accepted the two basic methods designed by Piteau, namey room and pillar in the thinner
sections, with retregt pillar robbing to achieve 70 % recovery; and drift and bench mining in the
thicker areas, backfilling with “concrete’ (i.e. heavily cemented tailings), and subsequent mining of
the intervening pillars for an assumed 85 % extraction. However, where payable sections of the
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upper and lower lenses overlapped, Micon assumed that extraction would be reduced to 45 % by
not robbing pillarsin retreet (first method) or by drifting and benching only the primary stopesand
leaving the intervening pillars

Enough information has been gathered to dlow an informed preliminary geologica interpretation
of the Grizzly deposit. It is considered appropriate to use these resources in a preliminary
economic eva uation provided that sufficient time and capita budget are provided for the required
underground exploration, bulk sampling and testwork proposed by Piteau and ARMC.

Based on the available metdlurgicd testwork and historical processing records, Micon considers
that recoveries from Grizzly ore will be congderably higher than those from Grum ore, namely 81
% Zn (vs 74 %), 81 % Pb (vs 77 %) and 60 % Ag (vs 58 %). Gold recovery is predicted to
remain at 30 %.

The condition of the Faro processing plant is reasonable for its age. Extengve refurbishing is
required, but the cogt of thiswork is much less than the investment in anew mill and is not likey
to increase Sgnificantly over the next few years.

At recent metd prices, the estimated cash flows for dl four agreed cases are negative.

Micon compiled higtoric price dataand sdlected long-term prices of 35¢/Ib Ph, $5.00/0z Ag and
$300/0z Au for thebasic DCF andlyses. Thesewere combined with an optimigtic zinc price of 60
¢/Ib o that the cash flowswould dl be positive.

Fromthe chart of historic zinc price data (see Figure 9-1), it is consdered unlikely that the annud
average price of zinc will exceed 65 ¢/Ib except during short-term (3 to 4 year) cyclical peaks.
Major peaks occurred around 1974 and 1989. However, thereis no reliable way of predicting
the likelihood, magnitude or duration of such an event.

The cash flowswerere-run to establish the zinc pricesrequired for breakeven and for specificIRR
hurde rates. From these, Micon concludes that a sustained zinc price of about 45 ¢/lb isrequired

just to cover operating costs. The cash flow breakeven price varies from 49 to 58 ¢/lb Zn,
depending on the case, to cover al the capital and operating costs including taxes and royalties but
excluding any financing costs and profit margins.

Based on the parameters usedin thisreport and assuming a20 % |RR hurdle, the average sustained

zinc price necessary to interest private companies in re-opening the Faro property is estimated as
approximately 60 ¢/Ib, provided that the existing Faro mill remainsin place.

-16-



mineral
iredunstry
conauitents

Oon

INTERARMATIOMAL 1IMITED

. If the Faro mill and its processing equipment are removed, then the additiona capital requirements,
as estimated in Cases 2,3 and 4, raise the necessary sustained price into the range of 80 to 90 ¢/Ib
Zn, depending on the salected production scenario. In Micon’ sopinion, thiswould virtudly guarantee
that the Grum and Grizzly deposits would not be mined in the foreseeable future.

. Accordingly, it is Micon's opinion that the continued existence of the mill is essentia to the potentia
sale of the property to any party interested in developing and exploring the Faro area.

Based on these conclusions, Micon recommends:

. That the reclamation requirements set out in the Rodger Report be separated into those which
would affect significantly the economics of re-gtarting operations at Faro, and thosewhichwould
not.

. That work proceed on the latter group of reclamation tasks.

. That reclamation of the process plant, associated buildings and haul road be deferred for aperiod

of up to five years in anticipation of another possible cyclica increase in zinc prices. This
corresponds to a period of 13 to 18 years from the previous peak in 1989.

. That zinc prices be monitored and, if 60 ¢/Ib can be foreseen, offers be solicited from potential
purchasers who may be interested in the exploration potential of the area as well as the known
deposits.

. That after approximately five years, if the price peak has not materialized and is not obvioudy

imminent, the resources should be abandoned and the rest of the property reclaimed.
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30 GEOLOGY, RESERVESAND RESOURCES

The regiona and local geology and lead-zinc mineraization styles of the Faro didtrict have been described
extengvdy in papers by Jennings and Jilson (1986) and Pigage (1990) and various project sudies and
reviews by Strathcona Minera Services (1996, 1997, 1998 and 2001), Canadian Mine Devel opment
(1989), Piteau Associates (1997), Micon International (1993), David S. Robertson (1992) and Rescan
(1993). Itisnot Micon's intention to reiterate this in great detall here. A brief synopsis of the geology
described in these reports follows.

3.1 REGIONAL AND PROPERTY GEOLOGY

The lead-zinc depodts of the Faro area are located in the centra Y ukon Territory in the Selwyn Basin
metallogenic province. They arefound ontheVangordaPlateau of the Anvil Mountain Range, immediately
northeast of the Tintaya Trench, amajor regiond fault (see Figure 3-1). The Vangorda Plateau is cored
by the Cretaceous-age granodiorite-quartz monzanite Anvil Batholith and exposesastratigraphic sequence
of late Precambrian to Permian agemiogeosynclinal sedimentary rocksdominated by non-ca careousshales
of the Mount Mye Formation and calcareous phyllites of the Vangorda Formation. The digtrict is
structuraly complex and has experienced as many as 5 periods of deformation.

32 MINERALIZATION STYLES

Thelead-zinc deposits of the Faro areaare stratiform synsedimentary exhal ative massive sulphide deposits
(sedex type) which occupy a150-m thick stratigraphic horizon straddling the often poorly defined contact
between the Mt. Mye and Vangorda Formations. Thistrangition zone between the two formationsforms
a southeast-gtriking arcuate belt dong the south sde of the Anvil Batholith and is more lithologicaly
complex than the overlying and underlying rocks. It contains extensive units of graphitic phyllite, non-
cacareous phyllites, basdtic metavol canic rocks and metaintrusive units.

The minerdization is of two types, massve sulphide and quartzose disseminated sulphide, and their
percentages vary with each deposit. There are pyritic, barytic, pyrrhotitic and carbonate-bearing variants
of themassive sul phide and carbonaceous and non-carbonaceousvariants of the disseminated sulphidetype
ores. Both minerdization types dso contain economicaly sgnificant quantities of gold and siver.
Metdlurgica performance varies with each type and subtype.
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Figure3.1
GEOGRAPHIC REGIONS, DEPOSI TSAND CLAIM OUTLINE OF THE FARO PROPERTIES
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The massve and disseminated sulphides typicaly occur together, with a massve upper portion
dratigrgphicaly overlying lower quartzose sulphides. They occur in lenses or horizons, which may be
stacked within the progpective stratigraphic horizon, and are associated with aregiondly-

developed but laterally-discontinuous carbonaceous pdlite unit. The deposits are believed to have been
formed by hot meta-bearing brines exhded from submarine fumaroles.

The sulphide horizons are deformed into complex fold structures on aloca scale and faults may localy
truncateand offset mineraization. Sulphidemineraizationfound doser to the batholith contact hasgeneraly
been “cooked” by the proximity to the intrusive and tends to be coarser-grained than that found further
away. Thisgrain sze change ao affects metdlurgica performance.

3.3 MINERALIZED DEPOSITS

Fve sgnificant lead-zinc bearing sulphide deposits have been found in the district in addition to two barren
ones. These are, from northwest to southeast, the Faro, Grum, Vangorda, Grizzly (Dy) and Swim
Deposits. Only the firgt four of these deposits had sufficient grade and tonnage and suitable location to be
congdered for production. Faro and Vangorda have been mined out.

3.3.1 Grum

The Grum deposit subcrops beneath overburden of glacia and fluvioglacid origin which isthin to absent
in the northwest and up to 100 m thick to the southeast. Thereisatill-filled paleochannd exposed in the
wdl in the east corner of the pit where overburden thicknesses reach their maximum. This channdl
represents a significant source of water inflow to the pit.

The deposit conggts of 3 to 5 layers of massive and disseminated minerdization interbanded with pelitic
phyllites. There are saverd important extensona faults which can truncate and offset the deposit and a
relatively complex pattern of small scaefolding from the multiple deformation events. Grum oresarefiner
grained and more complexly intergrown than those from Faro and require finer grinding (as shown by
severd years of experience).

332 Grizzly

Formerly known as Dy, the Grizzly depost lies at adepth of gpproximately 480 to 920 m below surface
and has gpproximate maximum plan view extents of 1,500 m x 900 m. It contains severd minerdized
horizons which dip 20°to 35°to the southwest including one main minerdized areaknown asthe AB Zone.
Inplan view, AB Zone can beresolved into the lead-rich A and zinc-rich B Zoneswhich are separated by
arelatively barren massive sulphide zone known as the Q Zone. The AB Zone is actudly composed of

-20-



mineral
iredunstry
conauitents

Oon

INTERARMATIOMAL 1IMITED

two stacked horizons known as the Upper G and Lower G, which are as closeas 15 m and up to 60 m
apart. Each horizon variesin thicknessfrom 0.2 mto 28 m but are moretypicaly inthe 3 mto 10 mrange.

The structural characterigtics of the deposit are poorly understood as a result of the limited drilling
completed to date. Asaresult of the polyphase deformation experienced by the area, smilar structurd
complexities to those seen a Vangorda, Grum and Faro can be expected. High-angle vertica
displacement faults and low-angle extensond faulting are understood to occur here asthey do in the other
deposits. The Grizzly orebody is believed to be truncated on the northwest and east Sdes by faults.

It isimportant to understand thoroughly theimplicationsof thefaulting, particularly thesteeply dipping faults,
for adequate planning of the underground mining. Similar complexitiesat the Faro underground operations,
where vertica displacements of 3 to 6 m were common, caused difficulty for rubber tired underground
equipment. Thisleve of understanding will not be available until further drill programs and, possibly, an
underground bulk sampling and development program have been completed.

34 MINERAL RESOURCESAND RESERVES

Atthetimeof Micon'svistto Faro, ARMC had beenin receivership for anumber of yearsand, asareault,
withthe exception of Mr. DanaHagar, former Mill Superintendent, none of thetechnical staff fromthemine
were available for consultation. Mr. Lee Pigage, formerly of Curragh’s exploration group, was available
to provide an overview of the geology at Faro but had no direct exposure to the ARMC resource
edimates, particularly for Grum.

All of the documents from ARMC’ s head office had been inventoried, boxed and stored by ARMC, or
the receiver, in asuburban warehouse near Toronto. However, theinventory list was generd in nature and
of limited use. The receiver and warehouse were the same organizations involved in the earlier Curragh
bankruptcy and Micon discovered some useful early documentation from Curragh at this Site.

At the mine and guest house in the town of Faro, smilar difficulties were encountered. The Mine
Engineering building for the Grum/Vangorda pit was not ble due to snow fal and no snowmobiles
were avallabletoreach it. A sdlection of the most important technica and financid documents had been
takento the boardroom of the guest house but most had been recently boxed up, without being catal ogued
or inventoried, and were stacked inacrawl space. The engineering/geology department computer was a
the guest house and was available for examination dong with afina memo by the Chief Geologist outlining
the state of the mine's minerd resources and reserves at the time of find closure in February, 1998.

Miconwasableto find agpreadsheet reconciling the Grum pit production to themill’ smetdlurgica baance
and some documentation of the methodology used to estimate the resources and reserves. No complete
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information on Grizzly could be found, dthough Mr. Hagar was able, severa weeks later, to access the
engineering offices and provide copies of saverd important studies and reports on both Grizzly and Grum.

For these reasons Micon was unable to perform as thorough areview of the resources and reserves for
the two deposits as would generdly be desirable under the circumstances. As described in more detall
below, it was possible to develop areasonable level of comfort with the reported minera reservesfor the
Grum pit, but aleve of uncertainty exigts for the minerd resource a Grizzly.

341 Grum

The Grum Deposit was in production a the time of mine closure. Available records and anecdotd
evidence indicate that the minera resources were estimated using a block model and the GEMCOM
software package. Block sizes were 6m x 6m x 6m and the specific gravity information used for the
tonnage estimate came from a large number of pycnometer measurements and comparisons with whole
core. The minerd reserves were determined from the block model by sdlecting those blocks which fell
withinthe October, 1997 pit design by SRK. Thispit design reportedly doesnot incorporate steeper dope
angleswhich were recommended in aFdl, 1997 SRK geotechnical assessment. A pit designed with such
criteriawould likely reduce the gtripping ratio, improve pit economics and possibly alow for theincluson
of alittle more of the resource within the pit design. However, no information was provided on these new
design criteriaand their impact on the minera reserves was gpparently never determined as no new pit
design was found.

Beyond this, little information on the resource or reserve estimates for Grum was available for review.
There were no data on grade interpolation method and search parameters employed, any supporting
variography or datisicd andyss, any detailed documentation of the resource and reserve estimation
procedures, dilution factors or bulk densities used.

Micon discovered two different tables which purported to represent the minera reserves at Grum on
January 21, 1998 and February 1, 1998, both dates after the reported cessation of mining (January 16,
1998). The two tables present identica grades for the four principa commodities (lead, zinc, silver and
gold) but differ in tonnage by 269,000 tonnes, or dightly more than 0.1 %. Micon consders that this
difference is not materia to the analysis herein and has used the larger tonnage from the table which
provided more detail (bench by bench and pit stage by pit stage). The reported minera reserves are
summarized and presented in Table 3.1. No breakdown by reserve confidence category was presented
by ARMC.
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Table3.1
GRUM PROVEN AND PROBABLE RESERVES
Zone Tonnes Pb+zZn (%) | Pb (%) | Zn (%) | Au(g/t) Ag (g/t)
Grum, Steges| to IV* 21541710 - 256 427 43 0.69
Grum, Stages| to [V** 21810550 6.83 2.56 427 433 0.69

* - tonnes from Resource Inventory Statement
** - tonnes from Block Model Reserve Calculation spreadsheet

Inaddition to thereservesinthe Grum pit, the ARM C Resource Inventory presentsmineral resourcesfrom
the Champ zone and from another Grum zone, ble only to underground mining, asshownin Table
3.2 below. The Champ Zone was not included in the pit optimization and the Underground Zone is
presented as an unclassified resource which apparently has not been subjected to economic study.
Presentation of a resource without classification into a confidence category is unusud and not consstent
with the CIM reporting code. Micon has not included either zone in its analysis.

Table3.2
GRUM MINERAL RESOURCES
Zone Category Tonnes Pb (%) | Zn (%) | Au(gh) Ag (glt)
Grum, Champ Zone Indicated 1219860 233 293 35 0.64
Grum Underground | Unclassified 39268944 454 7.32 75 052

Both Mr. Pigage and Mr. Hagar reported to Micon that ARMC had experienced difficulties reconciling
the minerd reserves from the Grum pit with actud production from the mill. The produced meta fromthe
mill was sggnificantly less than the predicted contained meta from the ore reserve block modd and as-
mined outlines. Verba accountsand various memorandadiscovered by Micon, reported incons stent Sizes
of the discrepancy ranging from 8 % to 25 % and attributed it, variably, to tonnage and/or grade problems
with the reserves or problems at the mill. These memos accept the existence of the problem and
recommend further study to determine its source but do nothing to pin point the cause.

A search of the hard drive from the engineering/geology computer discovered a detailed reconciliation
spreadsheet for most of the production life of the Grum deposit (from 1995 to the end of 1997). The
Spreadsheet compares block mode, blasthole, stockpile, hauled and milled tonnes and grade figures and
attempits to reconcile them. This comparison indicates that the mill reconciliation problem probably was
caused by overestimation of tonnesin the orereserves. The mill head grade and caculated pit production
grade (from the block model) agree to within less than 0.2 % on zinc and lead, but the calculated
production overestimates tonnage by 8.2 % relaive to the mill.
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Mr. Hagar reports that, during this period, the mill’s weightometer was cdibrated on a weekly basis, so
itsestimation of milled tonnesis probably accurate. Therefore, because the mill’ s grades agree so closely
with the grades of ore produced, as determined from assays of exploration and mining samplesin the pit
(expressed in weight percent), and the milled tonnages are likely correct, Micon is led to believe that the
grade of the reserves has been correctly estimated, but the wrong bulk density has been applied tothe ore
volumesin the block modd.

During the period of time analysed by the spreadsheet, more than 11 % of mill feed came from the
Vangorda pit, which was not known to have a serious reconciliation problem based on earlier production
history. The tonnage reconciliation problem of 8.2 % can likely be attributed then to the 88.6 % of the mill
feed coming from the Grum pit. Therefore, Micon has concluded that the Grum pit reserve tonnages are
overstated by approximately 10 %, probably asaresult of aspecific gravity (or bulk dengity) error for the
ore. It isaso concluded that the grades of the principad metds of interest, zinc and lead, are accurately
estimated. StrathconaMinera Services cameto the same conclusoninitspreviousreviewsof the project.
The reserves for the Grum pit, as adjusted by Micon, appear in Table 3.3. Micon has not adjusted the
tonnage of the wadte in the Grum pit. Thereisusudly asgnificant specific gravity difference between ore
and waste & most massive sulphide minesand it cannot be assumed that the overestimation of bulk density
for the ore a Grum has affected the estimation of waste tonnes.

Despite the significant lack of backup documentation accompanying the Grum reserves, Micon is of the
opinion that the production experience with this ore, as documented in the production reconciliation
spreadshest, lends confidence to the accuracy of the adjusted minerd reserve estimate.

34.2 Grizzly

Mogt of the Grizzly Deposit is 500 m to amost 1,000 m below surface and has been drill tested by only
57 rlaively widdy-spaced surface diamond drill holes of sgnificant length. Typicd drill hole spacing is
roughly 130 m x 90 m. However, more densely spaced drilling existsaround the A-B Zoneand Q-B Zone
boundaries in the north-central portion of the deposit. The Grizzly deposit has never been exposed by
underground development and does not outcrop or subcrop.

Several minera resource and reserve estimates have been completed a Grizzly over the years 1981 to
1996, the most recent being Piteau Associates “ Chapter 6 and 7 for the Grizzly Project Underground Pre-
feagbility Study”. Micon had access only to this latter report for the review of Grizzly resources. The
“geologicd reserves’ quoted in the 1996 Pre-feasibility Study are based on, and are an update of, a
polygonal resource estimate performed by N. D. Rose of Fox Geologica Consultants (FGC) in1992. The
FGC report was not available for this review but the estimation methodology is summarized in the Piteau
report and Rose was working for Piteau at that time.
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Table3.3
ADJUSTED GRUM PROBABLE RESERVES
Hiah ade Qxe Low Grade (Yo Iotal O
Stage | Waste | Tonnage Pb Zn Ag Au | Tonnage| Pb Zn Ag Au | Tonnage| Pb Zn Ag Au
(‘000 tH)I'000 ) (% (A 1(a/t)d(a/0)N000 t) (% (% J(a/t)1(a/t)1(000 t)] (% (% 1(a/t)1(a/t)
1 453 131] 3.93 | 7.07 67.141.10 16| 1.67 ] 2.69 | 29.3 | 0.65 147] 3.69] 6.60| 63.1f 1.06
2 28,949 4,206] 3.55 | 5.58 58.8 0.84 1,560 1.55 | 2.48 | 26.7 | 0.63 5,766| 3.01] 4.74| 50.1] 0.78
3 28,689 3,485| 3.23 | 5.35 55.11 0.93 1,72011.50 | 2.52 | 26.0 | 0.59 5,205| 2.66] 4.42| 45.5| 0.82
4 52,460 5,228| 2.59 | 4.58 44.0] 0.61 3,284|1.51 12.62 |26.2 | 0.44 8,512| 2.18] 3.83| 37.1] 0.54
TOTAL| 110, 550 13,050| 3.08 | 5.13 52.0] 0. 77 6,580|1.52 | 2.56 | 26.3 | 0.53 19,630 2.56] 4.27| 43.3| 0.69
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A plan view polygond “geologica reserve’ estimate was done on both G horizons at 6 % and a 9 %
Po+2Zn cutoff grades. Drill hole composites were constructed, on either a6 % or 9 % combined lead plus
zinc cutoff, without regard to lithology. They were set a aminimum mining thickness of 3.5 m and were
diluted out to 3.5 mwith wasteif the mineraized interceptswereless. Contained intervas of waste greater
than3.5 mwereexcluded from composteca culations. Polygonsweregeneratedin GEMCOM using mid-
point projections between drill holes up to amaximum of 170 m. At the edges of the deposit, polygons
were terminated at 60 m beyond the last drill intersection.

Polygon areas were determined by computer and converted to volumes by multiplying by the vertica
thickness of each drill intercept. Tonneswere determined by multiplying volumesby abulk density of 3.92,
anumber determined by Curraghin 1991. Resultsweretabulated, at both 6 % and 9 % cutoff grades, and
reported with 10 % dilution at zero grade but with no adjustment for mining losses (see Table 3.4). These
numbersare presented by Piteau asa” Mining Inventory” without separate reporting of the two confidence
categories, dthough the text of the report indicates that 60 % of the minerdization was in the probable
category and 40 % possible. Under current resource and reserve nomenclature in use in Canada, these
would be referred to as indicated and inferred resources, and the two categories would not be added
together.

Table3.4
GRIZZLY MINING INVENTORY, 10% DILUTION

Cutoff Grade Zone Tonnes Pb+Zn (%) | Pb (%) | Zn (%) | Au(gt) | Ag(g/t)
6% Pb+Zn Upper G | 19,267,173 8.86 403 483 58.3 0.66
Lower G | 20,001,771 9.05 349 5.56 55.6 0.58
Total | 39268944 8.95 3.75 5.2 56.9 0.62
9% Pb+Zn Upper G | 11,086,376 10.85 519 5.66 731 0.83
Lower G | 10,283,155 1161 445 7.16 69.6 0.68
Total | 21,369,532 11.22 484 6.38 714 0.75

Of these tonnes, gpproximately 29 % werein “thinmining aress’ (lessthan 6.5 m) and 71 % werein “thick
areas’. Different mining recoveries were gpplied to the thick and thin areas of the 9 % cutoff Mining
Inventory resulting in the “Mining Inventory With Recoveries’ as presented below in Table 3.5. Once
dilutionand mining recoveriesare gpplied toaminera resource, if it hasbeen demongtrated to be economic
and legd to mine, the resulting tonnes may be referred to as a minerd reserve. However, there is no
minerd reserve equivaent to an inferred resource. Therefore the tonnes presented in Table 3.5 below,
which are 40 % derived from inferred resources, cannot be considered aminerd reserve. Thereareaso
potentia problems with the permitting of the proposed operation and it is not obvious that such permitting

-26-



mineral
iredunstry
conauitents

Oon

INTERARMATIOMAL 1IMITED

could beobtained. ThePre-feasibility Study completed by Piteau would be caled aPrdiminary Economic
Anayss under current regulations..

Table3.5
GRIZZLY MINING INVENTORY WITH RECOVERIES,
10% DILUTION

Cutoff Grade Zone Tonnes Pb+Zn (%) | Pb (%) | Zn (%) | Au(git) | Ag(gh)
9% Pb+Zn Upper G | 8,956,019 1084 5.23 561 736 0.83
Lower G | 8,284,830 11.66 4.44 7.22 69.5 0.67
Total | 17,240,849 11.24 4.85 6.39 716 0.75

Miconhasreviewed themining recoveriesused by Piteau, asdescribed below in section 5.2, and produced
itsown determination of the percentage of the blockswhich are minegble by underground methods. Micon
eliminated those blocks in which the diluted average grade had fallen below 9 % combined lead plus zinc,
and adjusted the recoverieswhere upper and lower lenseswerein close proximity. Micon’sdetermination
of the likely mineable portion of the indicated and inferred resourcesis presented, by block, in Table 3.6.
Piteau’ stotal of 17.24 Mt at 11.24 % Pb+Zn has been reduced to 14.86 Mt at 11.52 % Pb+Zn.

The minera resources a the Grizzly deposit are based on much lessinformetion than that available for the
determination of reserves at Grum. This information is more widely spaced and there is no mining or
processing experience to support it. While the deposits of the Anvil Didtrict generdly show good latera
continuity and, therefore, there is reason to believe in the continuity of the zones between drill holes a
Grizzly, the holes are considered to be too far gpart to adequately determine laterd grade variations and
sructurd complexity. Additionaly, Piteau appears to have used a single bulk density of 3.92 for dl
minerdization a Grizzly. 1t would be expected that if there was a significant amount of quartz in the
quartzose sulphide minerdization, a different bulk density would be used for the two ore types. Perhaps
3.92 isan average bulk density. However, given the overestimation of reserve tonnes seen at Grum, this
has to be considered as an area of uncertainty.

Piteau reports that 40 % of the resource is in the possible (inferred) category and 60 % in the indicated
category but gives no rationde for the breakdown and classification. The report aso contains severd
caveats and qudifiersindicating the need for further exploration before a production decision can be made.
A plan for an exploration ramp to conduct a bulk sampling and definition drill program is presented.

As aresult, Micon concludes that the Grizzly deposit cannot be considered a minera reserve ready for a
production decison and the associated capitd expenditure commitment. Further basic geologicd work
isrequired. Enough information has been gathered to alow informed preliminary geologicd interpretation
and the resources could gppropriately be used in a prdiminary economic evduation. Any study into the
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potentid for mining the deposit will need to dlow for the time and capita budget to completetherequired
exploration as proposed by Piteau and ARMC.

3.4.3 Other Known Deposits

Of thefive sgnificant lead-zinc deposits discovered in the Faro areatwo, Vangordaand Faro, have been
mined out and two others, Grum and Grizzly have been described above. The fifth depost is known as
Swim. Swim was reported on ARMC' sfina resource inventory statement dated February 1, 1998 asan
inferred resource containing 3.91 million tonnes grading 3.22 % lead, 3.91 % Zn, 42 g/t Slver and 0.65 g/t
gold.

Beyond this, no datawere reviewed for Swim and an examination of the deposit was not within the scope
of work defined for the assgnment. The deposit is classfied entirely in the inferred

confidence category and would require further exploration before an economic evauation could be
completed.

35 EXPLORATION POTENTIAL

The Anvil Didrict lead-zinc depodts are known to exist in areatively narrow, 150 m-thick horizon & the
contact between the Mount Mye and Vangorda Formations. This horizon is known to wrap around the
southeast portion of the Anvil Batholith and is known to host to 7 sulphide deposits (SB and Seaare not
lead-zinc bearing). The Mount Mye-V angorda stratigraphy is repeated onthe north side of the bathalith,
but no sulphide deposits have been found there to date.

The prospective stratigraphy of the Anvil district has been extensively explored by soil geochemistry and
arborne geophysics in the most progpective areas. This work and accompanying prospecting resulted in
dl of the early discoveries. Vangorda outcropped in a stream and Faro was a weak geochemica and
geophysical target. Grum was dso ageophysica target. However, Grizzly, the last one discovered, was
agratigraphic target for a deep drilling program.

Soil geochemistry and airborne/ground geophysica surveys have probably discovered dl of the near
surface, outcropping and shalow subcropping (< 300 m) targets in the digtrict. However, Grizzly
demondirates the potential for deep discoveries. The didtrict reportedly lacks modern, deep-penetrating
and downhole geophysica coverage. In addition, there are large gaps in the drilling of the prospective
horizon between the five currently known deposits and even larger gaps on the extremities of the
prospective areas and along the northern repetition of the host Stratigraphy.

The potentia exigts for the discovery of further degp deposits smilar to Grizzly. Such deposits could be
discovered through a program of deep stratigraphic drilling of the untested portions of the prospective
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horizon followed by downhole geophysicd testing. Such a programwould require alarge commitment in
terms of time and expense.
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Table3.6
GRIZZLY MINING INVENTORY ABOVE 9% CUTOFF
WITH 10% DILUTION, ADJUSTED BY MICON

Minina Ave. Diluted Mining Recovered Grades

Block Height Tonnes Recov. Tonnes Pb+Zn % % Pb % Zn Ag(g/t) Au(g/t)
UPPER - G
Al 3.48 614,375 70%) 430,063 11.93 4.10 7.83 73.0 0.84}
A2 3.42 352,219 70%) 246,553] 10.06 5.52 455 73.6 0.56}
A3 6.75 241,986 85% 205,688] 11.75 4.79 6.96 98.5 1.23
A4 13.22 2,580,058 85% 2,193,049 10.97 6.05 491 80.3 0.92
A5 4.25 272,591 70%) 190,814 10.61 5.42 5.19 72.9 1.05
A6 3.33 366,280 70%) 256,396 9.88 3.78 6.10 65.4 1.14
A7 15.56 5,148,346 85% 4,376,094 10.72 5.23 5.49 73.9 0.814
A8 5.83 380,842 70%) 266,589 17.06 8.05 9.02 92.5 1.10
A9 4.05 270,016 0% 0 8.80 424 4.56 60.5 0.18
ZONEA 6.65444  10.226.713 8.165.246)
B1 5.6 354,477 0% 0 8.50 2.45 6.05 39.8 0.54}
B2 3.34 149,251 45% 67.163 10.04 3.07 6.96 52.5 0.42
ZONEB 4.47 503,728 67,163
Q1 3.28 355,934 0% 0 8.95 2.81 6.14 29.0 0.48
UPPER 6.00917 11,086,375 74.3% 8,232,409 11.02 5.42 5.60 76.3 0.87]
LOWER -G
All 3.88 493,981 0% 0 8.97 3.52 5.45 45.8 0.68}
A13 3.38 236,895 70%) 165,827 9.82 5.19 4,63 72.1 0.814
Ala 10.32 620,694 45% 279,312 12.36 4.14 8.22 72.4 1.23
A16 3.23 213,537 45% 96,092 13.32 8.00 5.32 1275 0.85
Al8 1541 505.370 45% 227.417 10.58 5.55 5.03 82.0 0.921
ZONEA 7.24 2070477 768.647 1141 5.27 6.14 82.1 1.00
B3 17.83 1,204,217 85% 1,023,584 14.52 5.35 9.17 725 0.41
B4 4.23 365,670 70%) 255,969 16.82 6.94 9.88 107.4 0.75
B5 16.42 2,851,756 85% 2,423,993 12.38 4.27 8.11 71.8 0.52
B6 4.83 292,049 70%) 204,434 9.85 3.87 5.98 68.5 1.02
B7 11.55 835,689 85% 710,336 12.02 4.18 7.84 61.9 0.67]
B8 3.41 202.202 70% 141 541 9.08 3.95 513 84.2 0.99
ZONEB 9.71 5,751,583 4.759.857| 12.82 4.61 8.21 72.6 0.57]
Q5 3.58 940,199 70%) 658,139 10.30 3.94 6.36 62.8 0.58
Q6 16.79 990,749 45% 445,837 8.84 3.65 5.19 58.7 0.64}
Q7 4.93 530,149 0% 0 8.79 3.38 541 46.5 0.81
ZONEOQ 8.43 2,461,097 1,103,976 9.71 3.82 5.89 61.1 0.60)
LOWER 5.45 10,283,157 6,632,481 12.14 4.55 7.59 71.8 0.62)
TOTAL 21,369,532 14,864,890 11.52 5.03 6.49 74.3 0.76}
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40 PRODUCTION SCENARIOS

As gstated previoudy, Micon's scope of work isto provide a preliminary economic andysis of the Grum
and Grizzly deposits under four scenarios.

Case 1, mining both deposits smultaneoudy and processing at the existing mill.
Case 2, mining both deposits Smultaneoudy and processing at anew mill.
Case 3, mining the Grizzly deposit only and processing at anew mill.

Case 4, mining the Grum deposit only and processing at anew mill.

For each of these cases, Micon made assumptions based on existing mill capacity, estimated reserves and
resources, sustainable mining rates and economic project life. Theresulting production scenariosarebasic
to dl of the other design, costing and evauation sections. They are described and tabulated below.

In each caseit is assumed that the pit will require some waste stripping in project year 2 and will achieve
only 90 % of rated production in thefirst full year (project year 3); the minewill require three full yearsfor
exploration and development and will achieve only 70 % of rated production in its first full year (project
year 4); and anew mill will take two years to construct and will be started up using stockpiled low grade
materid.

41 CASE1

The capacity of the exigting processing plant is scheduled a 4.0 Mt/a. ARMC achieved about 4.2 Mt/a
processng Grum ore after ingaling the additiona grinding circuit.

Asdiscussed in Section 5.X, production from the Grizzly underground mineislimitedto 1.0 Mt/a. It begins
in project year 4 and spreads over 16 years. By difference, the maximum Grum pit ore production is 3.0
Mt/abut, a thisrate, the reserve is exhausted in project year 9. For the remaining 10 years of limited
Grizzly production, it isassumed that some process circuitsand cdllswill be shut downin order totreat 1.0
Mt/a effectively.

The Case 1 production scenario is set out, by years, in Table 4.1.
42 CASE?2

In this scenario, a new mill isto be built to treet ore from smultaneous mining of Grum and Grizzly. The
location is assumed to be close to Grum because thisisthe larger resource and it isnot far from Vangorda
pit for talings diposd. The capacity is set at 2.25 Mt/a (1.0 from Grizzly and 1.25 from Grum) in order
to minimize capitd while providing asmilar 15 to 16 year operdting life for each deposit.
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The Case 2 production scenario is set out, by years, in Table 4.2.
43 CASE3

For Grizzly only, the mill is located near the mine shaft to avoid coarse ore haulage and is Szed to the
mining limit of 1.0 Mt/a. The Case 3 production scenario is set out, by years, in Table 4.3.

44 CASEA4

For Grum only, the new mill issted asin Case 2. The capacity selected is 2.0 Mt/awhich providesa 10
year production life. The Case 4 production scenario is set out, by years, in Table 4.4.

It should be noted that no attempt has been made to optimize the throughput rates in any of these cases.
It was outside the limited scope of this study, and the Grizzly deposit is not sufficiently well explored to
judify detailed planning. Higher production rates could be expected to provide economies of scae.
However, consdering the current difficulty of financing mining ventures, Micon leaned toward lower capita
costs and conservative production targets rather than lower unit operating costs.
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Table4.1
FARO PROJECT PRODUCTION SCENARIOS
CASE 1-GRUM +GRIZZLY, EXISTING MILL
PROQJIECT YEAR 2 ﬂl <) ol L d 10 11 1 13 14] 12 16 14 18 1d 20 TOTALS!

GRUM PIT MINING
OreMined ki o] 27000 3,000 3000 3,000 3000] 3,000 1,930 0 0 0 0 0 0 0 0 0 0 0] 19,630
Ore Grades Zn %) 4.84] 4.73 4.44 4.30 3.83 3.83 3.83 4.27|

Pb % 3.044 3.01 2.68 2.57) 218 2.19 218 2.56)

Ag o/t 50.8 50.14 45.8 439 37.0 37.0 37.0 43.3

Au g/t 0.80} 0.79 0.81 0.79 0.54] 0.54 0.54 0.69
Waste Mined ki  6,000] 20,000F 20,009 19,000 17,000 14,000 11,0000 3,550 0 0 0 0 0 0 0] 0 0 0 0] 110,550
Total Mined k 6,000] 22,700] 23,000 22,000 20,0000 17,000 14,0000 5480 0 0 0 0 0 0 0 0 0 0 0] 130,180
Stripping Ratio t/ 74 6.7 6.3 5.7 47 3.7 18 5.6|
GRIZZLY U/G MINING
Room & Pillar 70% 0 [0 267 384 400 58 144 110 0 0 [0 0 0 191 353 708 58 142 0] 2,816
R & P without 2nd Pass 45% 0 0 0 0 0 0 0 0 0 0 0 0 0 0 96 67] 0 0 0] 163
Drift, Bench & Fill 85% 0 0 200 570 600 942 854 890|] 11,0000 1,000 1,009 1,000 1,000f 707 426 225 350 169 0] 10,933
Drift & Bench Only 45% 0 [0 233 46 0 0 0 0 0 0 [0 0 0 102 125 0 242 204 0] 953
Total Ore Mined kil 0 0 700 1,000f 1,009 1,000 1,000 1,000 1,000 1,000 1,009 1,000 1,000f 1,000 1,000 1,000 650 515 0] 14,865
Ore Grades Zn % 7.74 6.98 6.9 6.79 6.52 6.30 6.10 6.10 6.10 6.10 6.23 6.30 6.50 6.61} 6.72 6.05 6.49

Pb % 5.94 4.96 5.09 5.26 5.74 5.48 5.19 5.19 5.19 5.19 5.14] 497 4.79 3.89 3.96 3.9 5.03

Ag g/t 80.5 73.0 73.2 79.1 80.5 79.1 75.2 75.2 75.2 752 75.1 738 75.7 63.9 60.8 66.9 74.3

Au o/t 1.04 0.73 0.65 0.77 0.77] 0.78 0.7§ 0.76 0.7¢ 0.76 0.74] 0.77 0.69 0.79 0.65 0.75 0.76]
MILL FEED
Stockpile kil 368 0 0O 0 0] 0 0] 0 0 0 0 0 0 0 0] 0] 0 0 0] 368
Grum Ore kil o] 27000 3,000 3000 3,000 3000] 3,000 1,930 0 0 0 0 0 0 0 0 0 0 0] 19,630
Grizzly Ore ki 0 [0 700 1,000f 1,009 1,000 1,000 1,000 1,000 1,000 1,009 1,000 1,000f 1,000 1,000 1,000 650 515 0] 14,865
Total Feed kil 368 27000 3,700 4,000 4,000 4,000] 4,000 2930 1,000 1,000 1,009 1,000 1,000f 1,000 1,000 1,000 650 515 0] 34,863
Ore Grades Zn % 386 4.84] 5.30 5.07 4.95 457 4.50 4.67 6.10 6.10 6.10 6.10 6.23 6.30 6.50 6.61} 6.72 6.05 5.21

Pb %) 211 3.04] 3.54 3.25 3.19 2.95 3.07] 3.30 5.19 5.19 5.19 5.19 5.14] 497 4.79 3.89 3.96 3.9]] 3.61

Ag o 47 50.8 55.9 52.6 51.2 475 47.9 514 75.2 75.2 75.2 75.2 75.]] 738 75.7 63.9 60.8 66.9 56.6)

Au aft na 0.80§ 0.83 0.79 0.74 0.60 0.60 0.63 0.76 0.76 0.74 0.76 0.74] 0.77 0.69 0.79 0.65 0.79 0.71]
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Table4.2
FARO PROJECT PRODUCTION SCENARIOS
CASE 2-GRUM +GRIZZLY,NEW MILL
PROIECT YEAR 2 3 ﬂl IS (3] L d 10 11 1 14 12 1 i 18 1d 20! IOTALSI

GRUM PIT MINING
Ore Mined ki 0] 1125 1,250 1,25 1,250 1250f 1,254 1,25 1,250 1250] 1,250 1,250 1,250 1,250 1,250 1,250 1,005 0 0 19,630
Ore Grades Zn % 4.98 4.73 4.73 4.73 4.68 4.42 4.424 4.42 441 3.83 3.83 3.83 383 3.83 3.83 3.83 4.27

Pb % 3.10 3.01 3.01 3.01 295 2.66 2.66 2.66 266 2.19 2.18 218 218 2.19 2.18 218 2.56]

Ag o/t 51.8 50.1} 50.1] 50.1| 4931 4554 4557 4552| 4547 37.09 37.00 37.00| 37.00] 37.090 37.00 37.00 43.3

Au ot 0.82 0.79 0.78} 0.78 0.79 0.82 0.82 0.82 0.82 0.54 0.54 0.54] 0.54 0.54 0.54] 0.54 0.69
Waste Mined ki 4,000 9,000 9,000 9,009 8500 8500 8,000 8000 7,500 7,000 6000 6009 5500 5000 4500 35000 1,550 0 0 110,550
Total Mined ki 4,000 10125| 10,25¢ 10,250 9,750| 9,750 9,254 9,250 8750 8250] 7,250 7,250 6,750| 6250 57500 4,750 2555 0 0 130,180
Stripping Ratio t 80| 7.2 7.2) 6.8 6.8 6.4 6.4] 6.0 5.6 4.8 4.8 4.4 40 3.6 2.8 15 5.6)
GRIZZLY U/G MINING
Room & Pillar 70%) 0 0 267 384 400 58 144 110 0 0 0f 0 0 191 353 708] 58 142 0 2,816
R & P without 2nd Pass 45%) 0 0 [0 0 0 0 0 0 0 0 0f 0 0 0 96] 67] 0 0 0 163
Drift, Bench & Fill 85% 0 0 200 570 600 942 854 8990 1,000/ 1000f 1,000 1,000 1,000 707 424 225 350 169 0 10,933
Drift & Bench Only 45%) 0 0 233 46 0 0 0 0 0 0 0l 0 0 102 125 0l 242 204 0 953
Total Ore Mined ki 0 0 70d 1,009 1000 1,000 1,000 1004 1000 1,000 1,000 1,004 1,000 1,000 1,000 1,009 650 515 0] 14,865
Ore Grades Zn % 7.74 6.98 6.91 6.79 6.52 6.30 6.10 6.10 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 6.49

Pb % 5.94 4.96| 5.08 5.26 5.74 5.48 5.19 5.19 5.19 5.19 5.14] 497 4.79 3.89 3.96 391 5.03]

Ag o/t 80.5 73.0 732 791 80.5 79.1 75.2 75.2 75.2 75.2 75.1 738 75.7) 63.9 60.8 66.8 74.3

Au ot 1.04 0.73} 0.65 0.77 0.77) 0.78 0.76 0.76 0.79 0.76 0.74] 0.77 0.69 0.79 0.65 0.75 0.76
MILL FEED
Stockpile ki 368 0 [0 0 0 0 0 [0 0 0 0f 0 0 0 O 0f 0 0 0 368
Grum Ore ki 0] 1125 1,250 1,25 1,250 1250 1,25 1,250 1,250 1250 1,250 1,250 1,250 1250 1,250 1,250 1,005 0 0 19,630
Grizzly Ore kt 0 0 70d 1,00Q 1000 1,000 1,000 1004 1000 1,000 1,000 1,004 1,000 1,000 1,000 1,009 650 515 0 14,865
Total Feed ki 368 11251 1,950 22500 2250 22501 2,250 2,250 2,250 2250 2,250 2,25¢ 2,250 2250 2,250 2,250 1,655 515 0 34,863
Ore Grades Zn %) 3.86 4.98 5.81) 5.73 5.70 5.62 5.35 5.25 5.17 5.16 4.84 4.84] 4.90 492 5.01 5.06 4.96 6.05 5.21

Pb % 211 3.10 4.09 3.88] 3.93 3.98 4.03 3.91 3.78 378 3.5 3.51 3.49 342 3.34 2.94] 2.88 391 3.61

Ag ot 47 51.8 61.0 60.3 60.4 62.5 61.14 60.44 58.7 58.7 54.0 54.0 53.9 534 54.2 49.0| 46.3 66.8 56.6]

Au alt na 0.82 0.89 0.76 0.72 0.78 0.80 0.80 0.79 0.79 0.64 0.64 0.63 0.64 0.61} 0.65 0.59 0.75 0.71]
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Table4.3
FARO PROJECT PRODUCTION SCENARIOS
CASE 3-GRIZZLY ONLY, NEW MILL
PROJECT YEAR 2| 3 4 5 6 7| 8 9 10, 11 12 13 14 15 16 17| 18] lﬂ 201 TOTALS
GRIZZLY U/G MINING
Room & Pillar 70%)] 0 0 267| 384] 400 58 146 110 0 0 0 0 0 191 353 708 58 142 0 2,816
R & P without 2nd Pass 45%) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 96 67| 0 0] 0 163
Drift, Bench & Fill 85% 0 0 200 570) 600 942 854 890] 1,000 1,000] 1,000] 1,000 1,000 707 426 225 350 169 0 10,933
Drift & Bench Only 45%) 0 0 233 46 0 0 0 0 0 0 0 0 0 102 125 0 242 204 0 953]
Total Ore Mined kt 0 0 700] 1,000 1,000} 1,000 1,000 1,000 1,000f 1,000 1,000 1,000f 1,000 1,000] 1,000 1,000 650 515 0 14,865
Ore Grades Zn % 7.74] 6.98] 6.91 6.79 6.52] 6.30 6.10] 6.10] 6.10] 6.10) 6.23 6.30] 6.50] 6.61 6.72] 6.05 6.49
Pb % 5.94] 4.96] 5.08] 5.26 5.74 5.48 5.19 5.19 5.19 5.19 5.14] 4.97| 4.79 3.89 3.96| 3.9 5.03
Ag git 80.5 73.0 73.2 79.1 80.5 79.1] 75.2 75.2 75.2 75.2 75.1] 73.8 75.7 63.9 60.8 66.8 74.3
Au gt 1.06 0.73] 0.65] 0.77 0.77] 0.78] 0.76] 0.76] 0.76] 0.76] 0.74] 0.77 0.69] 0.79 0.65) 0.75 0.76
MILL FEED
Stockpile kt| 0 100 268} 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 368|
Grum Ore kt 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0] 0 0
Grizzly Ore kt| 0 0 700] 1,000 1,000} 1,000 1,000 1,000 1,000F 1,000 1,000 1,000f 1,000 1,000 1,000 1,000 650 519 0 14,865
Total Feed kt 0 100 968] 1,000 1,000} 1,000 1,000 1,000 1,000F 1,000 1,000 1,000f 1,000 1,000] 1,000| 1,000 650 515 0 15,233
Ore Grades Zn % 3.86] 6.67 6.98] 6.91 6.79 6.52] 6.30 6.10] 6.10] 6.10] 6.10] 6.23 6.30] 6.50] 6.61 6.72] 6.05 6.42
Pb %) 211 4.88 4.96| 5.08 5.26 5.74 5.48 5.19 5.19 5.19 5.19 5.14| 4.97 4.79 3.89 3.96| 3.9 4.96
Ag gt 47 71.21 73.0 732 79.1 80.5 79.1 75.2 75.2] 75.2 75.2] 75.1 73.9] 75.7] 63.9 60.8} 66.9 73.6
Au ot na 0.93] 0.73] 0.65] 0.77] 0.77 0.78 0.76 0.76 0.76 0.76 0.74 0.77] 0.69 0.79 0.65 0.79 0.77
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Table4.4
FARO PROJECT PRODUCTION SCENARIOS
CASE 4- GRUM ONLY, NEW MILL
PROJECT YEAR 2) 3 4 5 6 7| 8 9 10| 11 12 13| 14 15| 16| 17 18| 19| 20] TOTALS|

GRUM PIT MINING
Ore Mined k] 0] 1,810 2,000f 2000] 2000] 2,000 2,000f 2,000] 2,000 2,000 1,820 0 0 0 0 0 0 0 0 19,630
Ore Grades Zn %] 4.89 4.73 473 443 4.42 4.21] 3.83] 3.83 3.83 3.83] 4.27

Pb % 3.06 3.01 3.01 268 2.66 2.49 2.18 2.18 2.18 2.18 2.56

Ag o/t 51.1 50.1 50.1 458 45.5 42.6 37.0 370 370 37.0 43.30]

Au g/t 0.80 0.78 0.78 0.82 0.82 0.72 0.54 0.54 0.54} 0.54 0.69
Waste Mined kt] 4,000] 13,500| 13,500] 13,000 12,500] 12,000 11,500| 10,500] 9,000] 6,500 4,550 0 0 0] 0 0 0 0 0 110,550
Total Mined kt] 4,000 15,310| 15,500] 15,000 14,500] 14,000 13,500| 12,500 11,000] 8,500 6,370
Stripping Ratio t/t 75 6.8 6.5 6.3 6.0 5.8 5.3 45 33 25 56
MILL FEED
Stockpile k] 368 0 0 0 0 0| 0 0 0 0 0 0 0 0 0 0 0 0 0 368,
Grum Ore kt] 0] 1,810, 2,000] 2000 2000] 2,0000 2,000 2,000] 2,000 2,000 1,820 0 0 0] 0 0 0 0 0 19,630
Grizzly Ore kt Ol 0 0 0 0 Ol 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Feed k] 368] 1,810 2,000 2000f 2000] 2,0000 2,000] 2,000 2,000 2,000 1,820 0 0 0 0 0 0 0 0 19,998
Ore Grades Zn %] 3.86] 4.89 4.73 473 443 4.42 4.21] 3.83] 3.83 3.83 3.83] 4.26

Pb % 211 3.06 3.01 3.01 268 2.66 2.49 2.18 2.18 2.18 2.18 2.55

Ag o/t 47| 51.1 50.1 50.1 458 45.5 42.6 37.0 370 370 37.0 434

Au Jolli n.a 0.80 0.78 0.78 0.82 0.82 0.72 0.54 0.54 0.54 0.54 0.69

-36-



mineral
iredunstry
conauitents

Oon

INTERARMATIOMAL 1IMITED

5.0 MINING

51 GRUM OPEN PIT MINE

The Grum open pit was mined by ARM C to adepth of gpproximately 200 m. Itispartly flooded
and a portion of the high wall hasfailed and dumped into the pit. Before norma operations can
resume, it will be necessary to establish dewatering wellsaround thefailed areato remove pressure
from that wal, pump out and trest the accumulated seepage water, remove overburden and the
doughed materid, and resurface the benches, ramps and haul roads.

5.1.1 Production Plan

A number of designs have been prepared at various cut-off grades as discussed in Section 3.4.
Micon has decided to evauate the project based on ARMC' s totad Grum mining reserves, as of
January 21, 1998, but with the oretonnages reduced by 10 percent dueto long-term reconciliation
problems. This plan was built in four stages, including three pushbacks to the northwest, which
increase the depth from 200 to 300 m, the width by up to 100 m and the length by 400 m. As
shown in Table 3.3, the total reserve is 19.63 Mt of ore plus 110.55 Mt of waste rock for a
dripping ratio of 5.6:1. This does not include the estimated 7.0 M of overburden and loose
meaterid to be removed from the failed wall.

The production schedules are different for each of the four cases assessed as set out in Tables4.1
to 4.4 in the previous section.

5.1.2 Mining Equipment

Exigting conditions, such as the width of the haulage ramp and the dimensions of the truck shop
bays, will limit the Size of equipment that can be used efficiently. Also, the rate of production will
be limited by the cagpacity of the exising mill in Case 1 and, in the other cases, islikdy to beless
rather than morein order to minimize capita and obtain areasonable project life. Thus, themining
equipment islikely to be amilar to the fleet used by the previous operators.

The primary choices are asfollows.

Buy new equipment

Lease new equipment

Buy used equipment

Contract out the mining operation
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Each option has advantages and disadvantages. The first has the highest capital but lowest
operating cost. Leasing minimizes front-end capita but increases the total cost. Buying used
equipment reduces capitd expenditure but usualy results in lower avalability and higher
maintenance codts. If asuitably qudified and experienced contractor has equipment available, this
can be a timdy and cog-effective solution, though operating costs will be higher to cover
depreciation, overheads and profit margin, and contractua disputes may arise. Also, where
housing isin short supply, the contractor can be required to provide accommodation and catering.

For this studly it is assumed that the new owner would buy and operate good, used equipment.
Table 5.1 shows the equipment used by ARMC for mining over 30 Mt/a (including waste), and
that proposed by Micon for lesser tonnagesin the cases considered in thisstudy. Notethat, while
Cases 2 and 4 have the same equipment quantities, it isassumed that for Case 2 (10 Mt/a) it would
work only two shifts per day. The Grum pit isnot mined in Case 3.

Table5.1
Grum Pit Equipment List
EQUIPMENT TYPE ARMC PROPOSED EQUIPMENT
PLAN
CASE1 CASE 2 CASE4
Haul Truck, 180t 18 14 10 10
Hydraulic Shovel, 25 n?? 4 3 2 2
Drill Rigs 3 3 2 2
Front-end Loader, 20 n?® 2 2 1 1
Front-end Loader, 6 m® 1 1 1 1
Grader, 4.9 m blade 4 3 2 2
Track Dozer, 770 hp 2 2 1 1
Track Dozer, 350 hp 2 2 1 1
Rubber Tired Dozer, 300 hp 1 1 1 1
Backhoe 1 1 1 1

The proposed equipment has been sdlected by prorating from the ARMC plan and is considered
reasonable for the purpose of comparative cost estimating. Obvioudy, athorough analysisof new
mining plans, bench schedulesand haul profileswould berequired before anew owner could select
and purchase equipment.
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5.2 GRIZZLY UNDERGROUND MINE
5.2.1 Historical Assessments

The Grizzly deposit isrdatively flat and tabular, lying between 500 and 900 m below surface. It
has been explored by only 57 holes because of the expense of drilling to such depths. The dip
ranges from 20° to 35° to the southwest and the hanging wall rock isweak. Thus, miningislikey
to befarly difficult and expensve.

The Grizzly deposit has been the subject of numerous studies and evauations, commissioned by
Curragh Resourcesand ARMC, up to the Pre-feasibility Study at theend of 1996. The consensus
seemed to be that the tonnage and grade of the resource was sufficient to justify further work but
that an underground exploration stage was necessary prior to detailed desgn and full feasbility
assessment. Thiswould check the continuity of grades and the degree of vertica displacements,
and generdly increase the dengity of the database.

Micon personne were familiar with some of the earlier studies, and obtained a copy of Fritz
Prugger’s Dy Project report of April 1996 which compiled and discussed the results of those
studies. Micon aso obtained a copy of areport by Piteau Associates which became chapters 6
and 7 of the Pre-feasibility Study and which discussed the proposed exploration development,
mining methods and extraction retios.

5.2.2 Current Assessment

For the purpaoses of this evauation, Micon has made the following assumptions.

. that the twinned exploration declines from a portal above Blind Creek can be permitted,
driven and used to drill off the deposit and take a bulk sample;

. that acircular, concrete lined shaft will be sunk for production, men and materias hoigting,
with the decline serving as an emergency exit;

. that at least one bored ventilation raise will be required;

. that the mining method in thinner areas (up to 6.5 m thick) will be room and pillar with
retreet pillar robbing to achieve 70 % extraction;

. that the method in thicker areas will be *concrete pillar mining’, that is top cutting and
benching of rooms up to 80 m long, tight filling with cemented tailings backfill, then top
cutting and benching of the intervening pillars and filling with waste rock and tailings to
achieve 85 % extraction;

. that dl headings can be driven on acomponent of dip so that gradientsare limited to 18 %.
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Miconreviewed the plansand sections provided in the Piteau report. Therearetwo separate’ ore
horizons known as Upper-G and Lower-G, and in some places ore grade blocks overlap. Micon
concluded that mining on one horizon would interfere with subsequent mining on the other and that
extraction should be reduced or eliminated depending on the separation and the vaue of the
blocks. Also, those blocksin which the addition of dilution had reduced the average grade below
9 % Pb+Zn were diminated. One exception was block Q6 with 8.84 % Pb+Zn and athickness
of morethan 16 m. It was assumed that 45 % of this block could be extracted chegply by mining
the rooms only, without backfilling, and leaving the pillars.

The resultant * mineable resource’ was 14.86 Mt at 11.52 % lead plus zinc, as set out in Table 3.6
inthe previous section. Looking only a minelife, annud production rates of between one and two
milliontonnes might be considered (i.e. 8 to 15 years). One of the previous studies contemplated
arate of 7,500 t/d but most were in the range of 2,500 to 3,500 t/d. Consdering the geometry
of this deposit, Micon agrees that a production rate of 3,000 t/d is appropriate for a preliminary
evaduation. Assuming a 7day/ week operation at this remote location, 3,000 t/d is gpproximately
1.0 Mt/a

5.2.3 Mining Schedule

Previous sudies indicate a three year period from commitment to exploration through to start of
production. Thisis considered reasonable.

Detalled mine planning cannot begin until the underground exploration program iswell advanced.
For this evaduation, Micon consdered using the average grade of the resourcein each year of the
cash flow. However, giventhefact that every new mine strivesto maximize return by taking higher
than average gradesin the early years, Micon prepared the mining schedule set out in Table 5.2.
It attemptsto progressthrough the deposit in alogica manner but isquite arbitrary inthat it hasno
bagisin terms of shaft location, mine layout, equipment sdlection nor basic engineering.

The schedule shows only 700,000 tonnesin thefirst production year becauseit takestimeto art
up multiple crews and workplaces and establish routines. Smilarly, there is atall off in the last
couple of years as development is completed, zones become mined out and the number of
workplaces diminishes. Again, thisis based on experience, not detailed engineering.
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pRP R & P without 2nd Pass
B Drift, Bench & Fill
pB Drift & Bench Only

45% Extraction
85% Extraction
45% Extraction
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Table5.2
GRIZZLY MINING SCHEDULE
PRODUCTION YEAR] 1 2| 3 4 5 6} 7| 8| 9 10 11 124 13 14 15 16|
PROIECT YEAR) 4 5 (¢ 7| g 9 10 11 12 13 14 15 16| 17| 18] 19
1Block 0% fonnes  Cod
UPPER - G
Al 7.83 430,063 RHA 218,271 211,792
A2 4.55 246,553 RHA 188,208] 58,345
A3 6.96 205,688 B| 205,688
A4 491 2,193,049 B| 85,967 300,000 300,000 300,00 300,000 300,000f 300,000 300,000 7,082
A5 5.19 190,814 RHA 190,814
A6 6.10 256,396 RHA 52,504 203,894
A7 5.49 4,376,094 Bl 200,000] 300,000f 300,000f 350,000f 400,000 400,000 400,000 400,000f 400,000] 400,000f 350,000] 350,000 126,094
A8 9.02 266,589 RP 266,589
A9 4.56 0
Bl 6.05 0
B2 6.96 67,163 PRHA 67,163
LOWER-G
All 5.45 0
A13 4.63 165,827 RA 165,827
Al4 8.22 279,312 pB] 233,410 45,902
A16 5.32 96,092 PRHA 96,092
A18 5.03 227,417 pB| 102,104] 125,313
B3 9.17 1,023,584 B| 270,000f 300,000 300,000 153,584
B4 9.88 255,969 RA 146,41 109,553
B5 8.11 2,423,993 B| 190,447 300,00 300,000f 300,000f 300,000 350,000f 350,000] 300,000 33,544
B6 5.98 204,434 RHA 204,434
B7 7.84 710,336 B| 190,963 350,004 169,373
B8 5.13 141,541 RHA 141,541
Q5 6.36 658,139 RA 300,000f 300,000 58,139
Q6 5.19 445,837 pB| 241,861 203,976
ANNUAL TOTALS 14,864,890 700,000( 1,000,000/ 1,000,000} 1,000,000} 1,000,00(f 1,000,000 1,000,00q] 1,000,000] 1,000,000] 1,000,000] 1,000,000] 1,000,000} 1,000,000y 1,000,000 650,000 514,890
GRADES Zn% 7.74 6.98 6.9]] 6.79 6.52) 6.30 6.10 6.10 6.10 6.10 6.23| 6.30] 6.50 6.6 6.72) 6.05
Pb % 594 4.96 5.08 5.26) 5.74 5.49 5.19 519 5.19 5.19 5.14 4.97| 4.79 3.89 3.99 3.91
Agg/t 80.5 730 73.2] 79.1 80.5) 79.9] 75.2 75.2 75.2 75.2 75.1] 73.8] 75.7] 63.9) 60.8 66.8|
Aug/t 1.06 073 0.65] Q.77 Q.77 Q7 Q7 Q.76 076 076 Q.74 Q.77 069 079 0.6! Q.75
METHOD CODES: RP Room & Pillar 70% Extraction
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6.0 PROCESSING AND INFRASTRUCTURE
6.1 METALLURGY

Higtorica metdlurgica teswork results and operating data from the metdlurgica facility on ste
provide a bass to predict the future metdlurgicad performance of Grum ore. An estimate of
metdlurgica performance of ore from the Grizzly deposit can be gleaned from bench-scale
testwork performed on drill core samplesby Kamloops Research and Assay Laboratory in 1982
and Lakefidd Research in 1992.

6.1.1 Grum

The average results from pilot and locked cycle flotation testwork performed between 1978 and
1996 by Kerr Addison Mines, Curragh Resources and Anvil Range Mining Corporation are
summarized in Table 6.1 below.

Table6.1
AverageHistoric Testwork Results

Head Grade Lead Concentrate Zinc Concentrate
Pb (%) + Zn (%) Pb (%) Recovery (%) Zn (%) Recovery
(%)
Average 12 64 83 55 82
Range 8-16 60— 67 77 - 87 53-57 79-84

The testwork indicated that Grum ore required finer concentrate regrinding than Faro ore, which
had higtoricaly been treated a the concentrator, in order to achieve a smilar metdlurgica
response. Prior to the resumption of operations in 1995, ARMC modified the concentrator
flowsheet. The adopted circuit, specifically designed to process Grum ore, included three stages
of lead concentrate regrinding to a fineness of 80 % passing 13 microns and one stage of zinc
regrinding to afineness of 80 % passing 18 microns. Additiona stages of flotation cleaning were
aso included in the Grum flowshest.

Grum ore was fed to the existing metalurgicd fadility during the most recent operating campaigns
(August 1995 to March 1997, October 1997 to February 1998). The average metdlugicd results
for 1996 and 1997, when the concentrator feed comprised mainly of Grum materid, are
summarized in Table 6.2.
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Table6.2
Concentrator Operating Results
Feed Grade Lead Concentrate Zinc Concentrate
Grade Recovery (%)
Date Pb Zn Ag Pb Ag Pb Ag Zn Recovery
) | () [ (9 (%) (gt) (%) (%) Zn
Nov95-Dec 96* | 3.05 514 51.7 60.7 777 76.7 57.9 511 714
Jan 97-Nov 97° | 2.18 3.66 358 60.3 711 73 54.0 50.7 67.5

! Fourteen month period.
2 Average data for January to March, October and November only (5 months)

The ore processed in 1997 was mainly low-grade materia and not agood representation of typical
Grumore. However, even theresults obtained during 1996 were somewhat worse than the results
achieved in the [aboratory. Although detailed monthly operating datawere not obtained for 1996
during this review, it has been reported in previous studies that, with the assistance of various
conaultants and certain modifications in the plant, the metalurgica performance improved
throughout the year. For example, the results obtained in December 1996, when treating mainly
Grum ore containing approximately 7 % combined lead and zinc (2.6 % and 4.6 % respectively),
were:

Lead concentrate grade - 60.5%
Lead recovery - 776%
Zinc concentrate grade - 51.4%
Zinc recovery - 7144%

Micon believes that these results are a reasonable estimate of what would be achieved using the
exiging plant while processing typicd Grum ore of acombined lead plus zinc head grade of about
7 %. Micon consdersthat for the purposes of thisreview, projected recoveriesfor Grum ore of
lead, zinc, slver and gold of 77 %, 74 %, 58 % and 30 % respectively, are reasonable.

6.1.2 Grizzy

A series of bench-scale laboratory tests were performed on samples of Grizzly ore by Kamloops
Research and Assay Laboratory (KRAL) in 1982 and Lakefield Research (LFR) in 1992.
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The metdlurgica investigation on drill core performed by KRAL included preliminary testwork to
edimate the required grinding and flotation parametersfollowed by locked cycletests. Thesetests
were performed on five composite samples each representing different ore types. These oretypes
were G, E, DC, A and K. A weighted average of the locked cycle tests results is presented in
Table 6.3.

Table6.3
Weighted Average of KRAL Locked Cycle Tests Performed on Grizzly Ore

Analysis Distribution (%)
Pb (%) Zn(%) Ag (g/t) | Au(g/t) Pb Zn Ag Au
Lead Con. 56.4 81 768 516 88.7 100 81 339
Zn Con 1 56.4 - - 19 84.5 - -
Head 53 6.7 79 14 100.0 100.0 100.0 100

This testwork indicated that, as with Grum ore, ardativey fine grind would be required to ensure
good metalurgica results. The preliminary testwork aso indicated that the metalurgy did not
sgnificantly dter between the different ore types. Of note was that the mercury content of the zinc
concentrates produced from the different ore types was consstently about 500 g/t, which could
affect the marketability of the product.

The metalurgica testwork performed by LFR was conducted on a composite drill core sample
representing a13m oreintersection of hole 91DY 05 (hole depth 588.5m to 601.5m). Thissample
was reported to be typica of the B Zone, however, it was noted that it contained a lower
proportion of barite and massve pyrite than the overal deposit.

The flowsheet and reagent scheme used during the LFR testwork was based on the procedure
developed for the treetment of Grum ore. The results of the locked cycle test performed on the
composite sample is presented in Table 6.4.
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Table6.4
Summary of Resultsfrom LFR Locked Cycle Test

Analysis Distribution (%)
Pb (%) Zn(%) Ag (g/t) Po Zn Ag
Lead Con. 60.1 109 1077 874 7 811
Zn Con 111 57.2 43.6 4.0 90.8 8.1
Total tails 0.56 0.33 136 86 23 108
Head 4.89 112 94.7 100 100 100

The results from the LFR testwork program indicated that the basic flowsheet used for Grum
would be suitable for Grizzly ore with the exceptions of acoarser lead concentrate regrind and the
subdtitution of sodium carbonate for lime as the pH modifier in the leed flotation circuit.

Teking into the account the relatively poor historical performance of the concentrator when
processing Grum ore compared to the results achieved in the |aboratory, Micon consdersthat the
following recoveriesarereasonableestimatesof potentia Grizzly oremetalurgica operating results.

Lead concentrate grade - 60%
Lead recovery -81%
Silver recovery - 60%
Gold recovery - 30%
Zinc concentrate grade - 51%
Zinc recovery -81%
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70 CAPITAL COST ESTIMATES

The capita cost estimates used in this eva uation study are order of magnitude, having an accuracy
limit of plus or minus 25 percent.

7.1 MINE CAPITAL ESTIMATES
7.1.1 Grum Pit Capital

Exhibit Q in the twenty second report of the Interim Receiver presents an estimate of the costs of
putting the Grum pit and Faro mill back into operation. Micon's adgptation of those estimatesis
set out in Table 7.1 below.

The mining equipment fleet which was used by both Curragh and ARMC was sold off and must
be replaced. For feasibility studies which are to be submitted to securities commissions, capital
cost estimates must providefor al new equipment unless orders have been placed for specific used
items. However, itisconddered dmost certain that any mining company which re-opensthe Faro
property will favour good, used equipment over new. For this evaluation study, Micon accepted
the ARM C equipment list and the principle of purchasing good used eguipment, gpproximetdly five
years old. In Micon's experience, such equipment should cost between 50 % and 60 % of new
price. On that basis, Micon considered it necessary to adjust some of the unit costsand toinclude

acontingency.

Other Grum capitd cods, taken from Exhibit Q, include the following:

. Grum Truck Shop; concrete floor, repairs and re-equipping;
. Wall Dewatering; ditches, wells and pumps, operation and maintenance;
. Pt Dewaering; barge system, pipdine, power and maintenance;

. Overburden Stripping; doughed materid from the northeast wall of the pit;
. Waste Rock Stripping; to expose ore.

For the proposed pit mining ratesin Cases 1, 2 and 4, the equipment quantities have been adjusted

asexplained in Section 5.1 and, in Cases 2 and 4, the pre-production stripping quantity has also
been reduced.
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Table7.1
Grum Pit Capital Etimate
($'000s)
TYPE UNIT ARMC PLAN CASE 1 CASE 2 CASE 4
COST |QTY| COST |QTY| COST |QTY| COST |QTY| COST

Total Mined, Mt/a >30 23 >10 >15
MOBILE EQUIPMENT
Haul Truck, 180 t 1500] 18 27,0000 14 21,0000 10 15,000 10 15,000
Hydraulic Shovel, 25 m* 4,500 4 18,000 3 13,500 2 9,000 2 9,000
Drill Rigs 333 3 1,000 3 1,000 2 667 2 667
Front-end Loader, 20 m3 1,500 2 3,000 2 3,000 1 1,500 1 1,500
Front-end Loader, 6 m3 500 1 500 1 500 1 500 1 500,
Grader, 4.9 m blade 400 4 1,600 3 1,200 2 800 2 800
Track Dozer, 770 hp 1,000 2 2,000 2 2,000 1 1,000 1 1,000
Track Dozer, 350 hp 500 2 1,000 2 1,000 1 500 1 500
Rubber Tired Dozer, 300 hp 400 1 400 1 400 1 400 1 400,
Backhoe 200 1 200 1 200, 1 200 1 200
Service Vehicle Allowance 500] Lot 5000 Lot 5000 Lot 400] Lot 400
Contingency 8300 6700 4533 4533

Sub-total Mobile Equip. 63,500 51,000 34,500 34,500
OTHER COSTS
Grum Truck Shop Lot 2,000 Lot 2,000 Lot 2,000] Lot 2,000
\Wall Dewatering Lot 2,000 Lot 2,000 Loﬂ 2,000] Lot 2,000
Pit Dewatering Lot 1,500 Lot 1,500 Lo 1,500] Lot 1,500
Stripping Overburden $1.50/m3 ™ 10,5000 ™ 10,500 ™ 10,500 7™M 10,500
Stripping Waste Rock $1.80/t3 6M 10.8000 6M 10,8000 4Mm 7.200] 4M 7,200

Sub-total Other Costs 26,800 26,800 23,200 23,200
TOTAL MINE CAPITAL 90,300 77,800 57,700 57,700

7.1.2 Grizzly Mine Capital

The order of magnitude estimate of capitd coststo bring the Grizzly mineinto production isshown
in Table 7.2. Itisdrawn, mainly, from the CMD Studies of April, 1989 and October, 1990, with
contingencies removed and 26.5 % escdation added (from the Canadian Mining Cost Service
index for underground mine capital). The ventilation and miscellaneous costs are taken from
another Micon estimate, and agloba contingency has been added.
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Table7.2
Grizzly Mine Capital Cost Estimate

DESCRIPTION $(000's)
Ramp Access from Blind Creek 11800
Exploration Development, Diamond Drilling, Bulk Sampling 5100
Surface Plant, including headframe and two hoists 7300
Sink and Equip 4.75 m dia. Production and Service Shaft 16950
Bored Vent. Rse., Fans and Heating Plant 1400
Mining Equipment for 3,000 t/d 6650
Backfill System, Power & Communications and Miscellaneous 2000
Engineering, Procurement and Construction Management 2500
Contingency 8300
Total Estimate 62000

7.2  PROCESSAND INFRASTRUCTURE CAPITAL ESTIMATES

7.2.1 Bassof Estimates

Order of magnitude capita cost estimatesfor the surfacefacilitiesand associated infrastructure have

been developed for the four scenarios reviewed based on the following criteria

Case 1: Grum plus Grizzly, Existing Mill

. Refurbishment of the existing processing facility and associated infrastructure at Faro and
generd upgrades and repairs to the mill, maintenance and adminigtration buildings.

. Extensions of the existing haul road from the Vangorda pit to the Grizzly mine.

. Extensons of the mine power supply from the Faro mine ste to the Grizzly mineand anew
subgtation to satisfy the Grizzly mine power requirements.
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New potable and mine water supply, storage and didtribution systems at the Grizzly mine.

Generd Grizzly mine roads and site work.

Case 2. Grum plus Grizzly, New Mill

New mill and mine surface adminigtration building, dry, laboratory, maintenance shop,
reagent store and general equipment store between the Grum and Vangordapit areas. New
shop equipment, shop tools and office equipment & the new facilities.

New surface operation and maintenance vehicles.

Extension of the mine power supply and new substations adjacent to the new mill steand
a the GrizzZly mine Ste.

New haul road connecting the Grizzly minewith the new processing facility. Minor haul road
extendgon from the Grum mine to the nearby new mill area.

New potable, minewater and processwater supply, storage and distribution systemsat the
new mill and a the grizzly mine

Heeting fud sorage facility a the new mill gte.

New overland tallings line discharging into the Vangorda open pit. It is assumed thet the
Vangorgda pit would be asuitable tailings disposd Site and its capacity would be sufficient
to contain the life of mine volume of tailings

Generd Grizzly mine roads and site work.

Case 3: Grizzly Only, New Mill

New mill and mine surface adminidration building, dry, laboratory, maintenance shop,
reagent store and genera equipment store at the Grizzly mine. New shop equipment, shop
tools and office equipment & the new facilities.

New surface operation and maintenance vehicles,
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Extenson of the mine power supply and new substation a the Grizzly mine area servicing
both the new mill and the mine.

New potable, mine and process water supply, storage and digtribution systems.

New heating fud sorage facility at the new mill Ste.

New overland talings line discharging into the Vangorda open pit. It is assumed that the
Vangorgda pit would be asuitable tailings disposd Ste and its capacity would be sufficient
to contain the life of mine volume of tailings. This diminates the need for a new talings
Sorage facility at the Grizzly mine area

Generd mine ste roads and earthworks.

Case 4: Grum Only, New Mill

New mill and mine surface adminidration building, dry, laboratory, maintenance shop,
reagent store and general equipment store at the Grum pit area. New shop equi pment, shop
tools and office equipment will be required a the new facilities.

New surface operation and maintenance vehicles,

Extenson of the mine power supply and new substation adjacent to the new mill Ste.
Minor haul road extension from the Grum mine to the nearby new mill area.

New potable and process water supply, storage and distribution systems.

New heeting fud storage facility a the new mill site.

New overland tallings line discharging into the Vangorda open pit. It is assumed thet the

Vangorgda pit would be a suitable tailings digposd site and its capacity would be sufficient
to contain the life of mine volume of tailings

7.2.2 Casel Capital Cost Estimate:

The capitd cost estimate used in thiseva uation is based on the estimated capital costs prepared by
the interim receiver for the re-opening of the mine and exiding facilities as outlined in Exhibit Q of
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the twenty second report. Micon considers the costs included in Table 7.3 are a reasonable
edimate of process plant and surface infrastructure capital requirements at the existing Faro
operation. The capita cogt estimates pertaining to theinfrastructure requirements at the Grizzly mine
have been developed from Micon'sin-house cost database.

Table7.3

CASE 1 PROCESSAND INFRASTRUCTURE CAPITAL COST ESTIMATE
Item Cost (k$)

Mill equipment refurbishment and mobile equipment * 15000
Building repairs (Faro) * 1000
Replacement shop tools and scale repairs (Faro) * 2000
Potable water system renovations (Faro) 1! 1000
Employee housing 2000
Haul road extension to Grizzly mine 1500
Grizzly minewater systems 1000
Grizzly mine power supply 5500
General Grizzly mine arearoads and sitework 1000
Total 30000

1 Based on interim receiver capital cost estimate

The total process and surface infrastructure capital cost for Case 1 is estimated at gpproximately
$30 million, including associated indirect costs such as the EPCM contract and construction
overheads.

7.2.3 Case?2 Capital Cost Estimate:
The Capital cost estimates for the processing and surface infrastructure requirements of Cases 2,
3 and 4 are presented in Tables 7.4, 7.5 and 7.6 respectively. The costs are based on actual

compardive project capital costs and Micon's cost database. The cost items in the order of
magnitude estimates incorporate indirect costs
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Table7.4
CASE 2 PROCESSAND INFRASTRUCTURE CAPITAL COST ESTIMATE

Item Cost (k$)

Mill at Grum site — (capacity 2.25 Mt/a) 95,000
Site buildings (admin, dry, lab, shop, stores etc.) 15,000
Plant and surface mobile equipment 2,000
Power supply 7,000
Haul roads 1,500
Water supply, storage and distribution systems 4500
Heating fuel storage facility 1,000
Tailings disposal system 2,000
General roads and site work 2,500
Employee housing 1,500
Total 132000

The total process and surface infrastructure capital cost, including indirect costs, for Case 2 is
estimated a approximately $132 million.

7.24 Case 3 Capital Cost Estimate:

Table7.5

CASE 3PROCESSAND INFRASTRUCTURE CAPITAL COST ESTIMATE
Item Cost (k$)
Mill at Grizzly site— (capacity 1.0 Mt/a) 56,000
Site buildings (admin, dry, lab, shop, stores etc.) 12,000
Plant and surface mobile equipment 1,500
Power supply 6,000
Water supply, storage and distribution systems 2,500
Heating fuel storage facility 1,000
Tailings disposal system 4,500
General roads and site work 2,000
Employee housing 1,000
Total 86500

The total process and surface infrastructure capital cost for Case 3 is estimated at gpproximately
$86.5 million.
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7.25 Case4 Capital Cost Estimate:

Table7.6
CASE 4 PROCESSAND INFRASTRUCTURE CAPITAL COST ESTIMATE

Item Cost (k$)

Mill at Grum site— (capacity 2.0 Mt/a) 88,000
Site buildings (admin, dry, lab, shop, stores etc.) 15,000
Plant and surface mobile equipment 2,000
Power supply 4500
Water supply, storage and distribution systems 2,500
Heating fuel storage facility 1,000
Tailings disposal system 2,000
General roads and site work 2,500
Employee housing 1,500
Total 119000

The total process and surface infrastructure capita cost for Case 4 is estimated at gpproximately
$119 million.

7.3 INDIRECT COSTS
7.3.1 Contingency

Contingency alowances have been provided in the preceding estimates, generdly at 15 % of direct
costs.

7.3.2 EPCM

Allowances for engineering, procurement and construction management have aso been provided
in the preceding estimates.

7.3.3 Owne’sCods

During the pre-production period, the owner must provide a team of design and congtruction
supervisors, and vehiclesfor thoseon gte. Other expensesusually include officerentad and supplies,
permits and licences, communications, travel, accommodation, recruitment and training, and
conaulting fees. An allowance of $1.0 M/a is provided before plant start-up, and $0.5 M/a at
Grizzly after milling commences.
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7.3.4 Careand Maintenance

The Rodger Report estimates an amount of $1.5 M/afor on-going environmenta monitoring, care
and maintenance. Micon has assumed that thiswill be an additiona cost during pre-production, but
will be covered by the Site general and administration cost estimate during operations.

7.3.5 Working Capital

Working capitd isintended to bridge the gap between accounts payable and accountsreceivable.
It is calculated as 3 months of operating costs and is recovered at the end of the cash flow.

7.4 SUSTAINING CAPITAL ESTIMATE
7.4.1 Grum Pit

Allowances are provided, from project year 6 onward over the life of the pit, for replacement of
service vehicles and pumps, and for rebuilding of mgor equipment. The Case 1 dlowanceis $1.0
M/aover 4 years. Thetotd is gpread over the longer production periodsin Cases 2 and 4.

7.4.2 Grizzly Mine

An dlowance is provided, from project year 6 onward, for capitalized waste development and
replacement of mobile equipment, hoisting ropes and pumps. It has been averaged over thelife of
the mine at $550,000/a.

7.4.3 Processng and Infrastructure

The estimated average sustaining capita requirements for the process and surface infragtructure in
Case 1, when operating & the full design capacity of 4 Mt/a, is$1.1 million per annum. Thisamount
is scaled down for the lower production rates of the other cases:

Case 2 2.25 milliont/a $700,000/a
Case 3 1.0 milliont/a $400,000/a
Case 4 2.0 milliont/a $660,000/a
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80 OPERATING COST ESTIMATES
8.1 MINE OPERATING COSTS
8.1.1 Grum Pit Operating Costs

Micon’ sestimate of operating costsfor the Grum pit draw upon historical actua and budgeted costs
at the 4 Mt/a production level. Basic costs are $1.90/t and $1.60/t for mining ore and waste,
respectively, plus $1.90/t of ore loaded and hauled to the Faro mill. The mining costs are then
factored on the assumption that 24 % of the costs are fixed and 74 % proportiona to tonnage,
based on in-house data. Thus, the Micon mining cost estimates use $1.50/t for ore, $1.20/t for
waste and afixed cost of $9.1 million per year.

The resultant costs for the ARMC plan and the three proposed Grum cases are tabulated below
together with comparative coststaken from page 10 of Exhibit“C” intheInterim Receiver’ sReport.

Table8.1
Estimated Grum Pit Operating Costs
SOURCE UNIT COST PER TONNE MINED
ORE* WASTE AVERAGE

1996 Actual Costs 4.55 1.64 2.02
Costsused in SRK Pit Design 3.46 14 1.67
ARMC's 1998 Budget Estimate 4 14 1.71
Micon’s Estimate for the ARMC Mine Plan 38 16 1.95
Micon’s Estimate for Case 1 3.95 1.75 21
Micon’s Estimate for Case 2 4.55 2.35 2.7
Micon’s Estimate for Case 4 4.12 1.92 2.26

Note*: The unit cost for Ore mining includes about $2/t for hauling to the Faro mill.

Micon's estimated cost of $1.60/t for waste mining at ARMC' s planned rate of up to 30 Mt/ais
much higher than that company’s 1998 budget but a little below the 1996 actud cogt. It is
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consdered that newer equipment with higher availability will more than offset the smdl escdation
in costs Since 1996. Micon has no explanation for ARMC' s high budget cost for ore nor the very
highactud cost. A premium of $0.30/t for tighter drilling and blasting of oreis considered generous
and Miconis comfortable with the $1.90/t estimate for loading ($0.50/t) and hauling ($0.10/t/km).
Note that Micon’s average of $1.95/t is also well above ARMC' s budget and closer to the 1996
actua cost of $2.02.

8.1.2 Grizzly Mine Operating Costs

Thereis no higorica datafor the Grizzly deposit because it has not been mined. The mining cost
estimates prepared from acontractor’ sperspectiveby CMD for Curragh Resourcesare considered
incomplete and somewhat optimistic. The relevant section of the Pre-feasibility Study was not
available. For these reasons, Micon has made its own independent estimate of costs based onits
in-house database of operating mines.

The four mining methods and their estimated order of magnitude unit costs, based on atota of 1.0
Mt/a (3,000 t/d), are asfollows:

Room and Pillar, with pillar robbing to 70 % extraction $35/t
Room and Pillar, 45 % extraction $33/t
Drift, Bench and Fill, 85 % extraction $32/t
Drift and Bench only, 45 % extraction $271t

For Cases 1 and 2, charges of $2.50/t and $1.00/t are added for loading and haulage to the Faro
and New mills, respectively. InCase3it isassumed that the new mill will be close enough that ore
will be conveyed directly from the headframe bin to the coarse ore bin.

8.2 PROCESSING OPERATING COSTS
8.2.1 Historical Operating Costs

A summary of the actua processing operating cogts for 12 months ending October 1996 is
presented in Table 8.2.

These costs are a good basis from which to forecast the cost of milling Grum and Grizzly ore.
However, these operating cogts are probably high due to additional expenditures associated with
bringing the mothballed plant back into continuous operating mode and the various dterations made
to the plant circuitry over the year.
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Table8.2

Actual Processing Operating Costs (Nov 95 to Oct 96)

Cost Unit Cost

($ Thousands) ($/t milled)
Grinding media 7,468 178
Reagents 9,567 229
Fuel 2,174 0.52
Liners 443 011
Other supplies 620 0.15
Total Consumables 20,272 4.85
Operating salaries 1,442 034
Maintenance salaries 330 0.08
Operating wages 3,677 0.88
Maintenance wages 3,200 0.76
Total Labour 8,649 2.06
Electrical power 10,953 2.62
Maintenance supplies 4,136 0.99
Contractors 1,676 04
General and administration 657 0.16
Total Process Unit Cost 46,343 11.08

8.2.2 Edimated Operating Costs

The process operating costs used for the various operating scenarios are presented in Table 8.3.
These estimates are based on actual costs (Table 8.2) and comparisonswith similar operations. The
costs refer to steady-state conditions and the four cases consdered are as follows:

Case 1. Exigting mill, 3,000 kt/a Grum and 1,000 kt/a Grizzly, total capacity, 4,000 kt/a.

Case 2: New mill, 1,250 kt/a Grum and 1,000 kt/a Grizzly, total capacity, 2,250 kt/a.

Case 3: New mill, total capacity 1,000 kt/a Grizzly.

Case 4: New mill, tota capacity 2,000 kt/a Grum.
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Table8.3
Estimated Process Operating Costs

Case1(4,000kt/a) | Case?2(2,250kt/a) | Case3(1,000kt/a) | Case4 (2,000 kt/a)

(k$/a) $t (k$) $t (k$) | (k9) $t
Grinding media 7120 178 | 3353 1.49 1,490 [ 149 [ 2,980 1.49
Reagents 9160 229 | 5152 2.29 2290 | 229 | 4580 2.29
Fuel 2080 052 | 1,170 0.52 520 | 052 | 1,040 0.52
Liners 440 0.11 0 0.00 o| o000 0 0
Other Op. Supplies 600 0.15 225 0.10 100 | 010 | 200 0.1
Power 10480 262 | 6075 2.70 2700 | 270 | 5400 2.7
Maint. Supplies 3960 099 | 2025 0.90 900 | 090 [ 1,800 0.9
Total Variable Costs 33840 8.46 | 18,000 8.00 8,000 | 800 [ 16,000 8.00
Labour 8620 216 | 6,100 2.71 4500 | 450 | 6,100 3.05
General and admin. 670 0.17 600 0.27 500 | 050 | 600 0.30
Total fixed costs 9290 232 | 6,700 2.98 5000 | 500 [ 6,700 3.35
Total 43130 | 1078 | 24700 | 10.98 13,000 | 13.00 | 22,700 11.35

These processing cost estimates have been adjusted for the ramp-up and ramp-down production
periods, before and after steady state operating conditions. Details of these costs can be found in
the cash flows presented in Section 9 of this report.

Cases 2, 3 and 4 assume that the new processing facility will utilize SAG/bdl milling technology
rather than the conventiona crushing, rod and bal mill circuit used a the exigting plant.

Inal cases, the cost of trangporting concentrate to port and loading on board ship isassumed to be
the $65.00 per wet tonne used in the Rodger Report. Thisisbdieved to be based on the historica
costs of truck/trailer haulage to storage and ship loading facilities at Skagway, Alaska. Micon has
not attempted to verify whether thisrouting is still available, nor to identify dternatives.

8.3 GENERAL AND ADMINISTRATION COSTS

For the site administration and overhead cost, Micon has accepted ARMC' s 1998 budget of $7
million. At the planned 4 Mt/a, thisis only $1.75/t of ore which is comparatively low for such a
remote location. Note that this does not include the reclamation fund (caculated separately),
exploration (which, for regiona work, should have aseparate capita budget) nor off-ste corporate
and financing cods.
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9.0 FINANCIAL EVALUATION

9.1 EVALUATION PARAMETERS

Miconhas used conventiond discounted cash flow (DCF) andysisto evauatetheremaining minerd
resources at Faro. Four possible scenarios were to be assessed:

Case 1, mining both deposits smultaneoudy and processing at the existing mill.
Case 2, mining both deposits Smultaneoudy and processing at anew mill.
Case 3, mining the Grizzly deposit only and processing at anew mill.

Case 4, mining the Grum deposit only and processing at anew mill.

Micon prepared production scenarios as described in Sections 4,5 and 6, and cost estimates as
described in Sections 7 and 8. Other parameters and assumptions used are discussed below.

9.1.1 Metal Prices

Having prepared production schedules and cost estimates for the four agreed cases and built the
cash flow modd, it was clear that recent metd prices would give only negative results. One
objective of the exercise was to establish the zinc price level at which the project would be
commercidly attractive. However, inassuming higher zinc prices, it seemed reasonableto anticipate
agenera increasein metd prices. It should be noted that net revenues from the lead concentrate
(including slver and minor gold vaues) contribute between 37 and 39 percent of totad revenuesin
the four DCFs.

In order to assess historicd meta prices and possible trends, Micon obtained average annua
LondonMeta Exchange (LME) metal prices, from 1960 to August 2001, for zinc, lead, Slver and
gold. Theseare set out in Table 9.1 both in current dollars of the day and in constant Y ear 2000
dollars, usng the U.S. GNP deflator factors from Table 3 in Appendix I of the Rodger Report.
It will be noted that there have been two periods of unusualy high prices, onearound 1974 and one
centered on 1989. It should aso be noted that, while the prices of the other metaswererdatively
high at those times, their peaks occurred in 1979-80, out of step with zinc.
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Table9.1
LME AVERAGE ANNUAL METAL PRICES
Current Current | Current | Current Constant | Constant | Constant | Constant
Year Zn Price | Pb Price | AgPrice| Au Price | U.S.GNP] Zn Price | Pb Price | AgPrice | Au Price Year
US$/1b US$H/1b US$/oz US$/oz | Deflator US$H/1b US$H/1b US$/oz US$/oz

1964 0.112 0.119 0.9]] 35.00 18.144 0.617 0.656 5.01 192.88 1960
1961 0.097 0.109 0.92 35.00 18.325 0.529 0.595 5.02 191.00 1961
1963 0.084 0.096 1.09 35.00 18.729 0.449 0.513 5.82 186.89 1962
1963 0.096 0.111 1.28 35.00] 18.997 0.505 0.584 6.74] 184.24 1963
1964 0.147 0.136 1.29 35.00 19.304 0.761 0.704 6.68, 181.29 1964
1965 0.141 0.160 1.29 35.00 19.805 0.712 0.808 6.51] 176.72 1965
1964 0.128 0.151 1.29 35.00 20.499 0.624 0.737 6.29 170.75 1966
1967 0.124 0.140 1.55) 35.00 21.079 0.588 0.664 7.35) 166.07| 1967
1964 0.119 0.132 2.14 40.06 22.129 0.538 0.597 9.67| 181.05 1968
1969 0.130 0.149 1.79 41.51] 23.324 0.557 0.639 7.67| 177.97 1969
197(¢ 0.134 0.157 1.77] 36.41 24.643 0.544 0.637 7.18 147.75 1970
1971 0.140 0.139 1.55) 41.25] 26.07 0.538 0.534 5.96 158.53 1971
1973 0.171 0.150 1.68] 58.60 27.267 0.627 0.550 6.16) 214.95 1972
1973 0.386 0.163 2.56) 97.81 29.047 1.329 0.561 8.81] 336.73 1973
1974 0.562 0.225 4.71 159.74 31.64]] 1.776 0.711 14.89 504.85 1974
1975 0.337 0.215 4.42 161.49 34.794 0.969 0.618 12.70] 464.13 1975
1974 0.323 0.231 4.35 125.32) 36.984 0.873 0.625 11.76] 338.85 1976
1971 0.268 0.307 4.62 148.31 39.441 0.679 0.778 11.71] 375.97 1977
19794 0.269 0.337 5.40] 193.55 42.344 0.635 0.796 12.75] 457.09 1978
1979 0.337 0.526 11.09 307.50 46.101 0.731 1.141 24.06 667.01 1979
1984 0.345 0.425 20.63 612.56 50.257 0.686 0.846 41.05) 1218.86 1980
1981 0.384 0.365 10.52] 459.64 55.097 0.697 0.663 19.10] 834.31 1981
1987 0.338 0.255 7.95) 375.91] 58.634 0.576 0.435 13.56 641.11 1982
1983 0.347 0.217 11.44 424.00 60.899 0.570 0.356 18.79 696.25 1983
1984 0.418 0.256 8.14 360.66 63.17 0.662 0.405 12.89 570.94 1984
1985 0.355 0.191 6.14 317.66 65.05]] 0.546 0.294 9.44 488.32 1985
1984 0.342 0.221 5.47] 368.24 66.807 0.512 0.331 8.19 551.24 1986
1987 0.362 0.359 7.0 477.95] 68.993 0.525 0.520 10.16 692.75 1987
1984 0.563 0.371 6.53 438.31 71.373 0.789 0.520 9.15 614.11 1988
1989 0.752 0.39%4 5.50) 382.58] 74.314 1.012 0.530 7.40) 514.82 1989
199Q 0.686 0.460 4.82 384.93 77.347 0.887 0.595 6.23) 497.67 1990
1991 0.506 0.335 4.04} 363.29 80.153 0.631 0.418 5.04 453.25 1991
1993 0.563 0.351 3.94 344.97 83.389 0.675 0.421 4.73 413.71 1992
1993 0.436 0.317 4.30 360.91 85.221 0.512 0.372 5.05 423.47 1993
1994 0.453 0.372 5.29 385.41] 86.991 0.521 0.428 6.08 443,05 1994
1995 0.468 0.423 5.15 385.50 88.819 0.527 0.476 5.80 434.03 1995
1994 0.465 0.488 5.19 389.08 90.594 0.513 0.539 5.73 429.48 1996
1997 0.597 0.465 4.89 332.38 92.859 0.643 0.501 5.27| 357.94 1997
1994 0.465 0.453 5.10 295.14 95.18]] 0.489 0.476 5.36 310.08 1998
1999 0.488 0.228 5.22] 278.49 97.558 0.500 0.234 5.35) 285.46 1999
200 0.512 0.206 4.95 279.10 100 0.512 0.206 4,95 279.10 2000
*2001 0.427 0.216 4.43 266.78 100 0.427 0.216 4.43 266.78 *2001
Average 0.340 0.266 4.83 236.79 0.672 0.561 9.56 405.48] Average

* 8 months to 31 August, 2001
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Figure9-1
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Figure9-2
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Figure9-3
LME SLVER PRICES
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From the price tabulation, Micon made charts of both the current dollars of the day pricesand the
congtant Year 2000 dollar prices of the four metals as shown in Figures 9-1 to 9-4. ‘Power’
trendlinesof current priceswere added to each chart. These appear satisfactory for the base metals
but not for the precious metds. ‘Polynomid’ trendlines on the gold and slver offered no
improvement. Findly, Micon added entirdy subjective upper and lower range limit lines, on the
constant 2000 dollar prices, ignoring the peaks and the extreme low zinc prices.

For zinc (Figure 9-1) the range is approximately from 48 to 65 ¢/Ib and trending lower, perhapsin
step with technol ogical improvementsthat reduce production unit costs. With theexception of 1997
(too late to rescue ARMC), zinc has been trading near the bottom of that range (49 to 53 ¢/1b) for
nineyears. The average for the first eight months of 2001 was less than 43 ¢/Ib and the price has
been aslow as 34 ¢/Ib. Projecting from Figure 9-1, the probability of sustained zinc prices above
60 ¢/Ibislow. On the other hand, thereis apossibility that another peak could occur, say, 15 to
20 years after the 1989 peak. However, there is no reliable way of predicting the likelihood,
meagnitude or duration of such an event.

For lead (Figure 9-2) therangeis much wider (20 to 50 ¢/Ib) and the constant dollar price hasbeen
in the upper hdf of that rangefor 11 of thelast 15 years. Sincethetrendlinebisectstherangelimits,
Micon has selected 35 ¢/Ib as the forward-looking base price for the analyses.

The revenue contributions from the precious metals are rdatively inggnificant. Micon, somewhat
arbitrarily, has chosen $5.00/0z and $300/oz for future silver and gold prices. Silver hastraded, in
current dollars, between $4 and $6 for the past 13 years. Over the past four years, gold hastraded
mostly below $300, average about $288, but there is reason to hope that this was due, in part, to
the salling of centrd bank holdings.

9.1.2 Revenue Calculations
The net smdter return calculations are set out in the DCF mode, for zinc and lead concentrates,
usng the same charges and penalties as were used in the Rodger Report. These are understood to

be based on actud ARMC smdter agreements and are comparable with the terms in Smilar
agreementsin Micon's database.
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9.1.3 Escalation

Estimates of revenues and costs are in 2001 Canadian dollars. In preparing financial forecasts, no
alowances have been made for future inflation.

9.1.4 ExchangeRate

The Canadian dollar hasbeen closeto US 62 ¢ for several months now but, since metalsare priced
in US dallars, thisvery low leve resultsin high Canadian dollar revenue. Thefirst comparably low
vauewas 63 ¢ in mid-1998. From thereit climbed to 70 ¢ at the end of 1999 and fell back to 63
¢ in March, 2001. Itisconsdered that 65 ¢ would be a conservative average for this evaluation,
equivalent to Can$ 1.55 = US$ 1.00.

9.1.5 Taxesand Royalties

Ineach DCF model, a depreciation poal is established with an opening balance of $140 million as
clamed in the Rodger Report. The pool isincreased annudly by the estimated capita expenditure
and decreased by the amount required to reduce taxable income to zero.

Corporate incometax is calculated at the rate of 39 % of taxableincome, based on operating profit
less the depreciation dlowance which is assumed to be limited only by the amount available in the

pool.

The Y ukon Mining Roydlty is aso based on operating profit after deduction of 15 % of that profit
(as adepreciation dlowance) and any income tax payable. The rate isaminimum 5 %, increased
by afurther 1 % for each $5 million of taxable profit.

9.1.6 Financing Assumptions

The DCF andyses for dl four cases have been run on an dl-equity basis. If a mining company
purchased and reopened the property, it would probably borrow the maximum possible loan
finanaing in order to maximize return on its equity investment. However, the lending ingtitution would
evauate the loan on the basis of the all-equity project rate of return.
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9.2 DISCOUNTED CASH FLOW ANALYSES
9.2.1 TheDCF Modd

Thefull DCF modelsfor al four cases are reproduced inthe Appendices. They each cover aperiod
of 20 years, including pre-production. The format is such that years 1 to 10 appear on odd-
numbered pages, and years 11 to 20 plus totals on even-numbered pages. The first pair of pages
provides a summary of the caculations and the results in terms of net present vaue (NPV) and
internd rate of return (IRR). Details on successive pairs of pages show production, revenue
caculations, capital and operating cost estimates, and tax caculations for atota of 10 pages.

9.2.2 Results

The results of dl four andyses are summarized for comparison in Table 9.2. Using the production,
cost and price parameters described in this report, including 60 ¢/Ib Zn and 35 ¢/Ib P, each case
has a pogtive cash flow. However, only Case 1, which retains the existing mill, is viable with an
NPV of $60 million (at a 10 %/a discount rate) and an IRR of 20 %.

Case 2, dso mining both deposits but with a new mill, carries an extra $82 million of initia capital.
Withdightly higher operating costsfor the lower production rate, thisbringsthe IRR down to 6.4 %.
Cases 3 and 4, which mine only onedeposit with anew mill, haveto carry higher unit overhead costs
resulting in even lower returns of 4.1 % and 3.1 %, respectively.

9.2.3 Breakeven Zinc Prices

Thefour caseswerererun a varying zinc pricesin order to establish breakeven pricesand the prices
required to reach rates of return of 15 % and 20 %. The pricesfor lead, slver and gold and dl other
parameters remained fixed.

Table 9.2 shows that the operating breakeven price wasfairly congtant, in the range of 44 to 46 ¢/Ib
Zn.

The cash flow breakeven price varied from 49 to 58 ¢/Ib Zn. These are the prices which would
cover dl the capital and operating costsfor each case, including taxesand royalties but excluding any
financing costs and profit margins.

The rate of return required to justify amining investment varieswith many factorsincluding corporate
policy, location, type of product and perceived risks. Micon has tabulated the zinc prices required
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for 15 % and 20 % IRRs. The former is widely considered to be a minimum, and the latter is
believed to be more applicable to this Faro evauation.

Based on the 20 % IRR hurdle, the average zinc price necessary to interest private companiesin re-
opening the Faro property is approximately 60 ¢/Ib, sustained over a period of &t leest five years,
provided that the existing Faro mill remainsinplace. Looking at Figure 9-1 and considering another
possible cyclica pesk within the next five years, this is not an unreasonable expectation.

If the Faro mill and its processing equipment is removed, then the additiona capital requirementsin
Cases 2,3 and 4 increase the necessary sustained priceinto the range of 80 to 90 ¢/Ib Zn, depending
on the selected production scenario. In Micon's opinion, this would virtualy guarantee that Grum
and Grizzly deposits would not be mined in the foreseeable future.
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Table 9.2
RESULTSOF DISCOUNTED CASH FLOW ANALYSES
CASE 1 CASE 2 CASE 3 CASE 4
GRUM + GRIZZLY|GRUM + GRIZZLY| GRIZZLY ONLY GRUM ONLY
EXISTING MILL NEW MILL NEW MILL NEW MILL

PRODUCTION
Grum Ore kt/ 3,000 1,250, 0 2,000,
Grizzly Ore kt/g 1,000 1,000 1,000 0
Mill Feed kt/g 4,000 2,250 1,000 2,000
[Total Ore Processed kt 34,863 34,863 15,233 19,998
IAverage Grades Zn % 521 521 6.42 4.26)

Pb % 3.61 3.61 4.96 2.55

Ag gt 56.6) 56.6 73.9 434

Au glt 0.72 0.72 0.79 0.69
Zinc Concentrate kt 2,767 2,767 1,552 1,237
L ead Concentrate kt 1,665 1,665 1,020 655)
REVENUE & COSTS
Metal Prices Zn US$/Ib 0.60 0.60 0.60 0.60

Pb USHIb) 0.35 0.35 0.35 0.35

Ag US$/07 5.00 5.00 5.00 5.00

Au US$/o07 300 300 300 300}
US dollar Revenue kUS$| 1,440,311 1,440,371 819,499 630,586
Exchange Rate Can$/US$ 155 155 1.55 1.55)
[Total Revenue k$) 2,232,481 2,232,575 1,270,224 977,408
Operating Costs k$) 1,645,106 1,685,594 998,359 731,355]
Operating Profit k$| 587,375 546,981 271,864 246,054
Initial Capital Costs k$) 215,300 297,200 187,000 200,700
Sustaining Capital Costs k$) 30,100 26,000 15,200 13,100
Corporate Income Tax ks 95,600 52,760 o 0j
Y ukon Mining Royalty k$) 55,963 42,258 17,991 17,969
RESULTS
ICumulative Cash Flow k$| 230,412 168,763 67,675 33,285
NPV at 10% Discount k$) 59,956 -46,708 -45,273 -42,333
Internal Rate of Return %/4 20.0} 6.4 4. 3.1
BREAKEVEN ZINC PRICES
Operating Breakeven USH/1b| 0.44 0.45 0.46 0.45
Cash Flow Breakeven US#H/1b| 0.49 0.53 0.56 0.58
Price for 15% IRR US$/Ib 0.56 0.75 0.77] 0.74
Price for 20% |IRR US$H1b 0.60 0.85 0.88 0.81
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FARO DCF ANALYSS
CASE 1-GRUM + GRIZZLY, EXITING MILL
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DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002

DCF Caseslto4.xls CASE 1 - GRUM + GRIZZLY, EXISTING MILL 1
SUMMARY
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
PRODUCTION
Grum Pit Ore Mined kt 0 0 2,700 3,000 3,000 3,000 3,000 3,000 1,930 0 0
Waste rock mined kt 0 6,000 20,000 20,000 19,000 17,000 14,000 11,000 3,550 0 0
Total Mined (under operating costs) kt 0 0 22,700 23,000 22,000 20,000 17,000 14,000 5,480 0 0
Strip Ratio t/t 0.0 0.0 7.4 6.7 6.3 5.7 4.7 3.7 1.8 0.0 0.0
Grizzly Underground Ore Mined kt 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Mill Feed kt 0 368 2,700 3,700 4,000 4,000 4,000 4,000 2,930 1,000 1,000
Head Grades Zinc % 0 3.86 4.84 5.30 5.07 4.95 4.57 4.50 4.67 6.10 6.10
Lead % 0 2.11 3.04 3.56 3.25 3.19 2.95 3.07 3.30 5.19 5.19
Silver glt 0 47.0 50.8 55.8 52.6 51.2 47.5 47.9 51.4 75.2 75.2
Gold glt 0 n.a. 0.80 0.83 0.79 0.74 0.60 0.60 0.63 0.76 0.76
Zinc Concentrate dry t 0 20,611 189,447 292,171 304,060 297,061 274,392 270,140 207,124 96,914 96,914
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 0 9,965 105,508 171,946 170,308 167,389 154,823 161,329 127,882 70,038 70,038
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 867.9 753.9 703.5 725.4 718.5 722.3 698.5 695.0 644.1 644.1
Gold glt 0 n.a. 6.11 5.38 5.59 5.27 4.66 4.47 4.30 3.24 3.24
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUS$ 0 11,723 107,755 166,183 172,945 168,964 156,070 153,652 117,810 55,123 55,123
LESS Zinc Con. Charges kUS$ 0 5,106 46,937 72,387 75,333 73,599 67,982 66,929 51,316 24,011 24,011
NSR on Zinc Concentrate kUS$ 0 6,617 60,818 93,796 97,612 95,366 88,088 86,723 66,493 31,112 31,112
Lead Con. Payment kUS$ 0 5,660 63,188 100,528 100,445 98,061 89,902 92,832 73,305 38,901 38,901
LESS Lead Con. Charges kUS$ 0 2,442 25,847 42,026 41,663 40,930 37,846 39,397 31,221 17,054 17,054
NSR on Lead Concentrate kUS$ 0 3,219 37,341 58,502 58,781 57,131 52,056 53,435 42,083 21,848 21,848
Total US dollar Revenue kUS$ 0 9,835 98,160 152,298 156,394 152,497 140,144 140,158 108,577 52,960 52,960
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 0 15,245 152,147 236,062 242,410 236,370 217,224 217,245 168,294 82,088 82,088
OPERATING COSTS
Grum Pit Mining k$ 0 0 37150 37600 36400 34000 30400 26800 13155 0 0
Grum Ore Haulage to Mill k$ 0 0 5,130 5,700 5,700 5,700 5,700 5,700 3,667 0 0
Underground Ore Mining k$ 0 0 0 22,033 32,923 33,200 32,175 32,439 32,329 32,000 32,000
Grizzly Ore Haulage to Mill k$ 0 0 0 1,750 2,500 2,500 2,500 2,500 2,500 2,500 2,500
Ore Processing k$ 0 4,166 30,564 40,589 43,120 43,120 43,120 43,120 32,377 13,960 13,960
Site Admin. & Overhead k$ 0 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees k$ 0 2,160 20,839 32,791 33,515 32,814 30,325 30,484 23,669 11,796 11,796
Reclamation Fund k$ 0 229 2,282 3,541 3,636 3,546 3,258 3,259 2,524 1,231 1,231
Total Operating Costs k$ 0 6,555 102,965 151,003 164,794 161,880 154,478 151,302 117,220 68,487 68,487
Operating Profit k$ 0 8,690 49,182 85,058 77,616 74,490 62,745 65,942 51,073 13,601 13,601
CAPITAL COSTS
Direct Costs k$ 29,000 100,100 38,700 2,000 0 0 0 0 0 0 0
Indirect Costs k$ 2,500 2,500 500 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 26000 12000 2000 0 0 0 0 0 0
Sustaining Capital k$ 0 0 0 0 0 2650 2650 2650 2150 1650 1650
Reclamation k$ 0 0 0 0 0 0 0 0 1500 1500 0
Cash Flow before Taxes k$ -31,500 -93,910 -16,018 71,058 75,616 71,840 60,095 63,292 47,423 10,451 11,951
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 0 0 0 0 15,535 24,684 18,885 3,881 4,076
Yukon Mining Royalty k$ 0 443 5,435 13,737 11,875 10,764 4,536 3,450 2,207 461 449
Cash Flow After Taxes k$ -31,500 -94,353 -21,453 57,321 63,741 61,076 40,025 35,158 26,331 6,109 7,426
Cumulative Cash Flow k$ -31,500 -125,853 -147,306 -89,984 -26,243 34,833 74,858 110,016 136,347 142,456 149,882
RESULTS NPV @ 10% k$ 59,956
NPV @ 15% k$ 23,208
NPV @ 20% k$ 99
IRR % 20.0%



DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002

DCF Caseslto4.xls CASE 1 - GRUM + GRIZZLY, EXISTING MILL 2
SUMMARY
PROJECT YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
PRODUCTION
Grum Pit Ore Mined kt 0 0 0 0 0 0 0 0 0 19,630
Waste rock mined kt 0 0 0 0 0 0 0 0 0 110,550
Total Mined (under operating costs) kt 0 0 0 0 0 0 0 0 0 124,180
Strip Ratio t/t 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 5.6
Grizzly Underground Ore Mined kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Mill Feed kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 34,863
Head Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 0.00 5.21
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 0.00 3.61
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 0.0 56.6
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.00 0.72
Zinc Concentrate dry t 96,914 96,914 98,995 100,038 103,157 104,997 69,390 49,436 0 2,768,674
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 70,038 70,038 69,390 67,078 64,599 52,536 34,761 27,156 0 1,664,821
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 644.1 644.1 649.2 660.5 702.7 730.2 682.0 759.5 0.0 699.3
Gold glt 3.24 3.24 3.21 3.43 3.20 4.50 3.65 4.24 0.00 4.47
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUS$ 55,123 55,123 56,307 56,900 58,674 59,721 39,468 28,118 0 1,574,785
LESS Zinc Con. Charges kUS$ 24,011 24,011 24,527 24,785 25,558 26,014 17,192 12,248 0 685,957
NSR on Zinc Concentrate kUS$ 31,112 31,112 31,780 32,115 33,116 33,707 22,276 15,870 0 888,829
Lead Con. Payment kUS$ 38,901 38,901 38,576 37,547 36,445 30,491 19,646 15,813 0 958,044
LESS Lead Con. Charges kUS$ 17,054 17,054 16,899 16,345 15,763 12,844 8,478 6,645 0 406,562
NSR on Lead Concentrate kUS$ 21,848 21,848 21,677 21,202 20,681 17,647 11,167 9,168 0 551,482
Total US dollar Revenue kUS$ 52,960 52,960 53,457 53,317 53,798 51,354 33,444 25,039 0 1,440,311
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 82,088 82,088 82,859 82,641 83,387 79,599 51,838 38,810 0 2,232,481
OPERATING COSTS
Grum Pit Mining k$ 0 0 0 0 0 0 0 0 0 215,505
Grum Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 37,297
Underground Ore Mining k$ 32,000 32,000 32,000 32,062 32,527 34,192 19,765 15,881 0 479,526
Grizzly Ore Haulage to Mill k$ 2,500 2,500 2,500 2,500 2,500 2,500 1,625 1,287 0 37,162
Ore Processing k$ 13,960 13,960 13,960 13,960 13,960 13,960 10,036 8,001 0 409,893
Site Admin. & Overhead k$ 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 0 119,000
Conc. Haul & Port Fees k$ 11,796 11,796 11,897 11,807 11,852 11,130 7,358 5,411 0 313,236
Reclamation Fund k$ 1,231 1,231 1,243 1,240 1,251 1,194 778 582 0 33,487
Total Operating Costs k$ 68,487 68,487 68,600 68,569 69,090 69,976 46,562 38,163 0 1,645,106
Operating Profit k$ 13,601 13,601 14,259 14,072 14,297 9,622 5,276 646 0 587,375
CAPITAL COSTS
Direct Costs k$ 0 0 0 0 0 0 0 0 0 169,800
Indirect Costs k$ 0 0 0 0 0 0 0 0 0 5,500
Working Capital k$ 0 0 0 0 0 0 0 0 -40000 0
Sustaining Capital k$ 1650 1650 1650 1650 1650 1650 800 0 0 24100
Reclamation k$ 0 0 0 0 0 0 0 0 3000 6000
Cash Flow before Taxes k$ 11,951 11,951 12,609 12,422 12,647 7,972 4,476 646 37,000 381,975
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 4,661 4,661 4,917 4,845 4,932 3,109 1,414 0 0 95,600
Yukon Mining Royalty k$ 414 414 432 427 433 304 154 27 0 55,963
Cash Flow After Taxes k$ 6,876 6,876 7,259 7,151 7,281 4,559 2,908 619 37,000 230,412
Cumulative Cash Flow k$ 156,758 163,635 170,894 178,045 185,326 189,885 192,793 193,412 230,412
RESULTS NPV @ 10% k$
NPV @ 15% k$
NPV @ 20% k$

IRR
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DCF Caseslto4.xls CASE 1 - GRUM + GRIZZLY, EXISTING MILL 8
PRODUCTION
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING PLAN
Grum Pit Ore kt 0 0 2,700 3,000 3,000 3,000 3,000 3,000 1,930 0 0
Overburden mined (wall failure) kt 9880 0 0 0 0 0 0 0 0 0
Waste rock mined kt 6,000 20,000 20,000 19,000 17,000 14,000 11,000 3,550 0 0
Total Mined (under operating costs) kt 22700 23000 22000 20000 17000 14000 5480 0 0
Strip Ratio t/t 7.4 6.7 6.3 5.7 4.7 3.7 1.8
Mined Grades Zinc % 4.84 4.73 4.44 4.30 3.83 3.83 3.83
Lead % 3.04 3.01 2.68 2.57 2.18 2.18 2.18
Silver glt 50.8 50.1 45.8 43.9 37.0 37.0 37.0
Gold glt 0.80 0.78 0.81 0.76 0.54 0.54 0.54
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 267 384 400 58 146 110 0 0
R & P without 2nd Pass 45% kt 0 0 0 0 0 0 0 0 0 0 0
Drift, Bench & Fill 85% kt 0 0 0 200 570 600 942 854 890 1,000 1,000
Drift & Bench Only 45% kt 0 0 0 233 46 0 0 0 0 0 0
Total Ore Mined kt 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Mined Grades Zinc % 7.74 6.98 6.91 6.79 6.52 6.30 6.10 6.10
Lead % 5.94 4.96 5.08 5.26 5.74 5.48 5.19 5.19
Silver glt 80.5 73.0 73.2 79.1 80.5 79.1 75.2 75.2
Gold glt 1.06 0.73 0.65 0.77 0.77 0.78 0.76 0.76
Stockpile, Remove (Add) kt 0 368 0 0 0 0 0 0 0 0 0
Stockpile Grades Zinc % 3.86
Lead % 211
Silver glt 47.0
Gold glt n.a.
PROCESSING PLAN
Mill Feed kt 0 368 2,700 3,700 4,000 4,000 4,000 4,000 2,930 1,000 1,000
Head Grades Zinc % 0 3.86 4.84 5.30 5.07 4.95 4.57 4.50 4.67 6.10 6.10
Lead % 0 211 3.04 3.56 3.25 3.19 2.95 3.07 3.30 5.19 5.19
Silver glt 0 47.0 50.8 55.8 52.6 51.2 475 47.9 51.4 75.2 75.2
Gold glt n.a. 0.80 0.83 0.79 0.74 0.60 0.60 0.63 0.76 0.76
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 7% 7% 7% 7% 7% 7% 7% 7% 7%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 50% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 0 20,611 189,447 292,171 304,060 297,061 274,392 270,140 207,124 96,914 96,914
Lead Concentrate dry t 0 9,965 105,508 171,946 170,308 167,389 154,823 161,329 127,882 70,038 70,038
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 868 754 703 725 718 722 699 695 644 644
Gold glt 0 n.a. 6.11 5.38 5.59 5.27 4.66 4.47 4.30 3.24 3.24
Zinc Con. Shipped (incl. 8% moisture) wet t 0 22,403 205,921 317,577 330,500 322,892 298,252 293,630 225,135 105,341 105,341
Lead Con. Shipped (incl. 8% moisture) wet t 0 10,831 114,682 186,898 185,117 181,945 168,286 175,358 139,002 76,128 76,128
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DCF Caseslto4.xls CASE 1 - GRUM + GRIZZLY, EXISTING MILL
PRODUCTION
PROJECT YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
MINING PLAN
Grum Pit Ore kt 0 0 0 0 0 0 0 0 0 19630
Overburden mined (wall failure) kt 0 0 0 0 0 0 0 0 0 9880
Waste rock mined kt 0 0 0 0 0 0 0 0 0 110550
Total Mined (under operating costs) kt 0 0 0 0 0 0 0 0 0 124180
Strip Ratio t/t 5.6
Mined Grades Zinc % 4.27
Lead % 2.56
Silver glt 43.3
Gold glt 0.69
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 191 353 708 58 142 0 2,816
R & P without 2nd Pass 45% kt 0 0 0 0 96 67 0 0 0 163
Drift, Bench & Fill 85% kt 1,000 1,000 1,000 707 426 225 350 169 0 10,933
Drift & Bench Only 45% kt 0 0 0 102 125 0 242 204 0 953
Total Ore Mined kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Mined Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 6.49
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 5.03
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 74.3
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.76
Stockpile, Remove (Add) kt 0 0 0 0 0 0 0 0 0 368
Stockpile Grades Zinc % 3.86
Lead % 211
Silver glt 47.0
Gold glt n.a.
PROCESSING PLAN
Mill Feed kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 34,863
Head Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 5.21
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 3.61
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 56.6
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.72
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 7% 7% 7% 7% 7% 7% 7% 7% 7%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 58% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 96,914 96,914 98,995 100,038 103,157 104,997 69,390 49,436 0 2,768,674
Lead Concentrate dry t 70,038 70,038 69,390 67,078 64,599 52,536 34,761 27,156 0 1,664,821
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 644 644 649 661 703 730 682 759 0 699
Gold glt 3.24 3.24 3.21 3.43 3.20 4.50 3.65 4.24 0.00 4.47
Zinc Con. Shipped (incl. 8% moisture) wet t 105,341 105,341 107,603 108,737 112,127 114,127 75,424 53,735 0 3,009,429
Lead Con. Shipped (incl. 8% moisture) wet t 76,128 76,128 75,424 72,911 70,217 57,104 37,783 29,518 0 1,809,588
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DCF Caseslto4.xls CASE 1 - GRUM + GRIZZLY, EXISTING MILL 5
REVENUE CALCULATIONS
(in US dollars) YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Concentrate
Payment based on Lesser of:
85% k.lb 0 19,698 181,053 279,226 290,588 283,899 262,235 258,171 197,948 92,620 92,620
Or Content minus 8 units k.Ib 0 19,539 179,592 276,971 288,242 281,607 260,117 256,087 196,349 91,872 91,872
Zinc Con. Payment kUS$ 0 11,723 107,755 166,183 172,945 168,964 156,070 153,652 117,810 55,123 55,123
Charges
Treatment $190 /t kUS$ 0 3,916 35,995 55,512 57,771 56,442 52,134 51,327 39,354 18,414 18,414
Price Escalator >$1100/t $0.07 kUS$ 0 312 2,870 4,426 4,606 4,500 4,156 4,092 3,137 1,468 1,468
Penalties $5.00 /t kUS$ 0 103 947 1,461 1,520 1,485 1,372 1,351 1,036 485 485
Ocean Freight $30.00 /t kUS$ 0 672 6,178 9,527 9,915 9,687 8,948 8,809 6,754 3,160 3,160
Representation $5.00 /t kUS$ 0 103 947 1,461 1,520 1,485 1,372 1,351 1,036 485 485
Total Charges kUS$ 0 5,106 46,937 72,387 75,333 73,599 67,982 66,929 51,316 24,011 24,011
NSR on Zinc Concentrate kUS$ 0 6,617 60,818 93,796 97,612 95,366 88,088 86,723 66,493 31,112 31,112
NSR/t on Zinc Con. US$/t $0.00 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03
Lead Concentrate
Lead Payment based on Lesser of:
95% k.lb 0 12,522 132,584 216,071 214,012 210,345 194,555 202,730 160,699 88,011 88,011
Or Content minus 3 units k.Ib 0 12,522 132,584 216,071 214,012 210,345 194,555 202,730 160,699 88,011 88,011
Lead Payment kUS$ 0 4,383 46,404 75,625 74,904 73,621 68,094 70,955 56,245 30,804 30,804
Silver Payment based on Lesser of:
95% kg 0 8,216 75,569 114,912 117,366 114,254 106,236 107,056 84,431 42,858 42,858
Or Content minus 35 grams kg 0 8,299 75,854 114,942 117,583 114,409 106,409 107,044 84,399 42,663 42,663
Silver Payment kUS$ 0 1,278 11,752 17,871 18,252 17,768 16,522 16,647 13,125 6,635 6,635
Gold Payment based on Lesser of:
95% kg 0 n.a. 612 879 904 838 685 686 522 215 215
Or Content minus 1 gram kg 0 n.a. 539 754 781 715 567 560 422 157 157
Gold Payment kUS$ 0 0 5,032 7,032 7,288 6,672 5,286 5,230 3,935 1,463 1,463
Lead Con. Payment kUS$ 0 5,660 63,188 100,528 100,445 98,061 89,902 92,832 73,305 38,901 38,901
Charges
Treatment $175 /t kUS$ 0 1,744 18,464 30,091 29,804 29,293 27,094 28,233 22,379 12,257 12,257
Price Escalator >$0.25/Ib $2.50 kUS$ 0 249 2,638 4,299 4,258 4,185 3,871 4,033 3,197 1,751 1,751
Silver Refining $9.00 /g kUS$ 0 74 680 1,034 1,056 1,028 956 963 760 384 384
Gold Refining $180 /g kUS$ 0 0 97 136 141 129 102 101 76 28 28
Penalties $0.00 /t kUS$ 0 0 0 0 0 0 0 0 0 0 0
Ocean Freight $30.00 /t kUS$ 0 325 3,440 5,607 5,554 5,458 5,049 5,261 4,170 2,284 2,284
Representation $5.00 /t kUS$ 0 50 528 860 852 837 774 807 639 350 350
Total Charges kUS$ 0 2,442 25,847 42,026 41,663 40,930 37,846 39,397 31,221 17,054 17,054
NSR on Lead Concentrate kUS$ 0 3,219 37,341 58,502 58,781 57,131 52,056 53,435 42,083 21,848 21,848
NSR/t of Lead Con. US$/t $0.00 $323.01 $353.92 $340.24 $345.15 $341.31 $336.23 $331.22 $329.08 $311.94 $311.94
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(in US dollars) YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300
Zinc Concentrate
Payment based on Lesser of:
85% k.Ib 92,620 92,620 94,609 95,606 98,586 100,345 66,316 47,246 0 2,646,006
Or Content minus 8 units k.Ib 91,872 91,872 93,845 94,834 97,790 99,535 65,781 46,864 0 2,624,642
Zinc Con. Payment kUus$ 55,123 55,123 56,307 56,900 58,674 59,721 39,468 28,118 0 1,574,785
Charges
Treatment $190 /t kUs$ 18,414 18,414 18,809 19,007 19,600 19,949 13,184 9,393 0 526,048
Price Escalator >$1100/t $0.07 kUS$ 1,468 1,468 1,500 1,515 1,563 1,590 1,051 749 0 41,939
Penalties $5.00 /t kUus$ 485 485 495 500 516 525 347 247 0 13,843
Ocean Freight $30.00 /t kUS$ 3,160 3,160 3,228 3,262 3,364 3,424 2,263 1,612 0 90,283
Representation $5.00 /t kUus$ 485 485 495 500 516 525 347 247 0 13,843
Total Charges kUS$ 24,011 24,011 24,527 24,785 25,558 26,014 17,192 12,248 0 685,957
NSR on Zinc Concentrate kUS$ 31,112 31,112 31,780 32,115 33,116 33,707 22,276 15,870 0 888,829
NSR/t on Zinc Con. US$/t $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $0.00 $321.03
Lead Concentrate
Lead Payment based on Lesser of:
95% k.Ib 88,011 88,011 87,197 84,292 81,177 66,018 43,681 34,125 0 2,092,051
Or Content minus 3 units k.Ib 88,011 88,011 87,197 84,292 81,177 66,018 43,681 34,125 0 2,092,051
Lead Payment kUus$ 30,804 30,804 30,519 29,502 28,412 23,106 15,288 11,944 0 732,218
Silver Payment based on Lesser of:
95% kg 42,858 42,858 42,798 42,093 43,126 36,442 22,523 19,594 0 1,106,048
Or Content minus 35 grams kg 42,663 42,663 42,622 41,960 43,135 36,521 22,491 19,675 0 1,105,992
Silver Payment kUs$ 6,635 6,635 6,629 6,526 6,707 5,667 3,498 3,047 0 171,828
Gold Payment based on Lesser of:
95% kg 215 215 211 218 196 225 121 109 0 7,070
Or Content minus 1 gram kg 157 157 153 163 142 184 92 88 0 5,787
Gold Payment kUs$ 1,463 1,463 1,428 1,519 1,326 1,717 860 822 0 53,998
Lead Con. Payment kUus$ 38,901 38,901 38,576 37,547 36,445 30,491 19,646 15,813 0 958,044
Charges
Treatment $175 /t kUS$ 12,257 12,257 12,143 11,739 11,305 9,194 6,083 4,752 0 291,344
Price Escalator >$0.25/lb $2.50 kUS$ 1,751 1,751 1,735 1,677 1,615 1,313 869 679 0 41,621
Silver Refining $9.00 /g kUS$ 384 384 384 378 388 328 202 176 0 9,944
Gold Refining $180 /g kUus$ 28 28 28 29 26 33 17 16 0 1,042
Penalties $0.00 /t kUS$ 0 0 0 0 0 0 0 0 0 0
Ocean Freight $30.00 /t kUs$ 2,284 2,284 2,263 2,187 2,107 1,713 1,133 886 0 54,288
Representation $5.00 /t kUS$ 350 350 347 335 323 263 174 136 0 8,324
Total Charges kUus$ 17,054 17,054 16,899 16,345 15,763 12,844 8,478 6,645 0 406,562
NSR on Lead Concentrate kUus$ 21,848 21,848 21,677 21,202 20,681 17,647 11,167 9,168 0 551,482
NSR/t of Lead Con. USs$/t $311.94 $311.94 $312.39 $316.07 $320.15 $335.90 $321.27 $337.61 $0.00 $331.26



DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002
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CAPITAL COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 11,000 9,500 0 0 0 0 0 0 0 0 0
Grizzly Shaft Sinking & Equiping k$ 0 5,500 13,000 2,000 0 0 0 0 0 0 0
Grizzly Surface & Underground Plant k$ 0 1,300 11,600 0 0 0 0 0 0 0 0
Grizzly Mobile Equipment k$ 0 0 8,100 0 0 0 0 0 0 0 0
Grum Mine Equipment k$ 9,500 35,500 6,000 0 0 0 0 0 0 0 0
Grum Shop and Dewatering k$ 5,500 0 0 0
Grum Preproduction Mining -  Overburden k$ 0 10,500 0 0 0 0 0 0 0 0 0
Waste Rock k$ 0 10,800 0 0
Faro Process Plant k$ 3,000 12,000 0 0 0 0 0 0 0 0 0
Ancillary Facilities k$ 0 4,000 0 0 0 0 0 0 0 0 0
Infrastructure k$ 0 11,000 0 0 0 0 0 0 0 0 0
Sub-total Direct Costs k$ 29,000 100,100 38,700 2,000 0 0 0 0 0 0 0
OTHER COSTS
Owner's Costs k$ 1,000 1,000 500 0 0 0 0 0 0 0 0
Care and Maintenance k$ 1,500 1,500 0 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 26,000 12,000 2,000 0 0 0 0 0 0
Sub-total Other Costs k$ 2,500 2,500 26,500 12,000 2,000 0 0 0 0 0 0
Replacement Capital k$ 0 0 0 0 0 2,650 2,650 2,650 2,150 1,650 1,650
Reclamation k$ 0 0 0 0 0 0 0 0 1,500 1,500 0
TOTAL CAPITAL COSTS k$ 31,500 102,600 65,200 14,000 2,000 2,650 2,650 2,650 3,650 3,150 1,650
OPERATING COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING
Pit Ore Mining 1.50 $/t k$ 0 4,050 4,500 4,500 4,500 4,500 4,500 2,895 0 0
Pit Waste Mining 1.20 $it k$ 0 24,000 24,000 22,800 20,400 16,800 13,200 4,260 0 0
Pit Fixed Cost 9,100 $/a k$ 0 9,100 9,100 9,100 9,100 9,100 9,100 6,000 0
Grum Ore Haulage to Mill 1.90 $/t k$ 0 5,130 5,700 5,700 5,700 5,700 5,700 3,667 0 0
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 9,331 13,443 14,000 2,042 5,125 3,834 0 0
- R & P to 45% Extr. 33 $it k$ 0 0 0 0 0 0 0 0 0 0
- Drift, Bench & Fill 32 $it k$ 0 0 6,400 18,240 19,200 30,133 27,315 28,494 32,000 32,000
- Drift & Bench Only 27 $it k$ 0 0 6,302 1,239 0 0 0 0 0 0
Grizzly Ore Haulage to Mill 2.50 $/t k$ 0 0 1,750 2,500 2,500 2,500 2,500 2,500 2,500 2,500
PROCESSING & GENERAL
Ore Processing Var. $it 11.32 11.32 10.97 10.78 10.78 10.78 10.78 11.05 13.96 13.96
Ore Processing k$ 4,166 30,564 40,589 43,120 43,120 43,120 43,120 32,377 13,960 13,960
Site Admin. & Overhead 7000 k$/a k$ 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 2,160 20,839 32,791 33,515 32,814 30,325 30,484 23,669 11,796 11,796
Reclamation Fund 1.5 % k$ 229 2,282 3,541 3,636 3,546 3,258 3,259 2,524 1,231 1,231
TOTAL OPERATING COSTS k$ 6,555 102,965 151,003 164,794 161,880 154,478 151,302 117,220 68,487 68,487
Unit Operating Cost $/t Ore $17.81 $38.14 $40.81 $41.20 $40.47 $38.62 $37.83 $40.01 $68.49 $68.49
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YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 0 0 0 0 0 0 0 0 0 20,500
Grizzly Shaft Sinking & Equiping k$ 0 0 0 0 0 0 0 0 0 20,500
Grizzly Surface & Underground Plant k$ 0 0 0 0 0 0 0 0 0 12,900
Grizzly Mobile Equipment k$ 0 0 0 0 0 0 0 0 0 8,100
Grum Mine Equipment k$ 0 0 0 0 0 0 0 0 0 51,000
Grum Shop and Dewatering k$ 5,500
Grum Preproduction Mining -  Overburden k$ 0 0 0 0 0 0 0 0 0 10,500
Waste Rock k$ 10,800
Faro Process Plant k$ 0 0 0 0 0 0 0 0 0 15,000
Ancillary Facilities k$ 0 0 0 0 0 0 0 0 0 4,000
Infrastructure k$ 0 0 0 0 0 0 0 0 0 11,000
Sub-total Direct Costs k$ 0 0 0 0 0 0 0 0 0 169,800
OTHER COSTS
Owner's Costs k$ 0 0 0 0 0 0 0 0 0 2,500
Care and Maintenance k$ 0 0 0 0 0 0 0 0 0 3,000
Working Capital k$ 0 0 0 0 0 0 0 0  -40,000 0
Sub-total Other Costs k$ 0 0 0 0 0 0 0 0  -40,000 5,500
Replacement Capital k$ 1,650 1,650 1,650 1,650 1,650 1,650 800 0 0 24,100
Reclamation k$ 0 0 0 0 0 0 0 0 3,000 6,000
TOTAL CAPITAL COSTS k$ 1,650 1,650 1,650 1,650 1,650 1,650 800 0 -37,000 205,400
OPERATING COST ESTIMATE
YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
MINING
Pit Ore Mining 1.50 $/t k$ 0 0 0 0 0 0 0 0 0 29,445
Pit Waste Mining 1.20 $it k$ 0 0 0 0 0 0 0 0 0 125,460
Pit Fixed Cost 9,100 $/a k$ 60,600
Grum Ore Haulage to Mill 1.90 $/t k$ 0 0 0 0 0 0 0 0 0 37,297
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 0 6,678 12,338 24,791 2,035 4,954 0 98,571
- R & P to 45% Extr. 33 $it k$ 0 0 0 0 3,171 2,216 0 0 0 5,387
- Drift, Bench & Fill 32 $it k$ 32,000 32,000 32,000 22,627 13,635 7,184 11,200 5,420 0 349,848
- Drift & Bench Only 27 $it k$ 0 0 0 2,757 3,383 0 6,530 5,507 0 25,719
Grizzly Ore Haulage to Mill 2.50 $/t k$ 2,500 2,500 2,500 2,500 2,500 2,500 1,625 1,287 0 37,162
PROCESSING & GENERAL
Ore Processing Var. $it 13.96 13.96 13.96 13.96 13.96 13.96 15.44 15.54
Ore Processing k$ 13,960 13,960 13,960 13,960 13,960 13,960 10,036 8,001 0 409,893
Site Admin. & Overhead 7000 k$/a k$ 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 0 119,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 11,796 11,796 11,897 11,807 11,852 11,130 7,358 5,411 0 313,236
Reclamation Fund 1.5 % k$ 1,231 1,231 1,243 1,240 1,251 1,194 778 582 0 33,487
TOTAL OPERATING COSTS k$ 68,487 68,487 68,600 68,569 69,090 69,976 46,562 38,163 0 1,645,106
Unit Operating Cost $/t Ore $68.49 $68.49 $68.60 $68.57 $69.09 $69.98 $71.63 $74.12 $47.19
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DCF Caseslto4.xis CASE 1 - GRUM + GRIZZLY, EXISTING MILL 9
TAX CALCULATIONS
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DEPRECIATION POOL
Opening Balance k$ 140,000 171,500 265,410 255,428 172,370 94,753 22,913 2,650 2,650 3,650 3,150
Additional Assets k$ 31,500 102,600 39,200 2,000 0 2,650 2,650 2,650 3,650 3,150 1,650
Amount Used to Defer Taxes k$ 0 8,690 49,182 85,058 77,616 74,490 22,913 2,650 2,650 3,650 3,150
Closing Balance k$ 171,500 265,410 255,428 172,370 94,753 22,913 2,650 2,650 3,650 3,150 1,650
INCOME TAX CALCULATION
Operating Profit k$ 0 8,690 49,182 85,058 77,616 74,490 62,745 65,942 51,073 13,601 13,601
LESS Depreciation Allowance k$ 0 -8,690 -49,182 -85,058 -77,616 -74,490 -22,913 -2,650 -2,650 -3,650 -3,150
Taxable Income k$ 0 0 0 0 0 0 39,832 63,292 48,423 9,951 10,451
Income Tax Payable 39 % k$ 0 0 0 0 0 0 15,535 24,684 18,885 3,881 4,076
YUKON MINING ROYALTY
Operating Profit k$ 0 8,690 49,182 85,058 77,616 74,490 62,745 65,942 51,073 13,601 13,601
LESS 15% Depreciation Allowance k$ 0 -1,304 -7,377 -12,759 -11,642 -11,174 -9,412 -9,891 -7,661 -2,040 -2,040
LESS Income Tax Payable k$ 0 0 0 0 0 0 -15,535 -24,684 -18,885 -3,881 -4,076
Taxable Profit k$ 0 7,387 41,805 72,300 65,974 63,317 37,799 31,367 24,527 7,680 7,485
0 1 8 14 13 12 7 6 4 1 1
Royalty Rate (5% + 1%/$5M) k$ 0 6 13 19 18 17 12 11 9 6 6
Royalty Payments k$ 0 443 5,435 13,737 11,875 10,764 4,536 3,450 2,207 461 449
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YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
DEPRECIATION POOL
Opening Balance k$ 1,650 1,650 1,650 1,650 1,650 1,650 1,650 800 154
Additional Assets k$ 1,650 1,650 1,650 1,650 1,650 1,650 800 0 3,000
Amount Used to Defer Taxes k$ 1,650 1,650 1,650 1,650 1,650 1,650 1,650 646 0 342,246
Closing Balance k$ 1,650 1,650 1,650 1,650 1,650 1,650 800 154 3,154
INCOME TAX CALCULATION
Operating Profit k$ 13,601 13,601 14,259 14,072 14,297 9,622 5,276 646 0 587,375
LESS Depreciation Allowance k$ -1,650 -1,650 -1,650 -1,650 -1,650 -1,650 -1,650 -646 0
Taxable Income k$ 11,951 11,951 12,609 12,422 12,647 7,972 3,626 0 0 245,129
Income Tax Payable 39 % k$ 4,661 4,661 4,917 4,845 4,932 3,109 1,414 0 0 95,600
YUKON MINING ROYALTY
Operating Profit k$ 13,601 13,601 14,259 14,072 14,297 9,622 5,276 646 0 587,375
LESS 15% Depreciation Allowance k$ -2,040 -2,040 -2,139 -2,111 -2,144 -1,443 -791 -97 0
LESS Income Tax Payable k$ -4,661 -4,661 -4,917 -4,845 -4,932 -3,109 -1,414 0 0
Taxable Profit k$ 6,900 6,900 7,203 7,117 7,220 5,070 3,070 549 0 403,669
1 1 1 1 1 1 0 0 0
Royalty Rate (5% + 1%/$5M) k$ 6 6 6 6 6 6 5 5 5
Royalty Payments k$ 414 414 432 427 433 304 154 27 0 55,963
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DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002

DCF Caseslto4.Xls CASE 2 - GRUM + GRIZZLY, NEW MILL 1
SUMMARY
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
PRODUCTION
Grum Pit Ore Mined kt 0 0 1,125 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250
Waste rock mined kt 0 4,000 9,000 9,000 9,000 9,000 9,000 8,500 8,000 7,500 7,000
Total Mined (under operating costs) kt 0 0 10,125 10,250 10,250 10,250 10,250 9,750 9,250 8,750 8,250
Strip Ratio tht 0.0 0.0 8.0 7.2 7.2 7.2 7.2 6.8 6.4 6.0 5.6
Grizzly Underground Ore Mined kt 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Mill Feed kt 0 368 1,125 1,950 2,250 2,250 2,250 2,250 2,250 2,250 2,250
Head Grades Zinc % 0 3.86 4.84 5.30 5.07 4.95 4.57 4.50 4.67 6.10 6.10
Lead % 0 2.11 3.04 3.56 3.25 3.19 2.95 3.07 3.30 5.19 5.19
Silver glt 0 47.0 50.8 55.8 52.6 51.2 47.5 47.9 51.4 75.2 75.2
Gold glt 0 n.a. 0.80 0.83 0.79 0.74 0.60 0.60 0.63 0.76 0.76
Zinc Concentrate dry t 0 20,611 81,261 171,964 196,674 195,651 192,753 183,728 180,106 177,026 176,963
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 0 9,965 44,709 104,391 115,201 116,850 118,355 120,226 116,658 112,709 112,663
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 867.9 755.8 671.7 695.2 686.8 702.9 676.3 689.7 693.1 693.0
Gold glt 0 n.a. 6.17 4.94 4.44 4.17 4.45 4.48 4.64 4.73 4.73
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUs$ 0 11,723 46,220 97,811 111,865 111,284 109,635 104,502 102,442 100,690 100,654
LESS Zinc Con. Charges kUS$ 0 5,106 20,133 42,605 48,727 48,474 47,756 45,520 44,622 43,859 43,844
NSR on Zinc Concentrate kus$ 0 6,617 26,087 55,206 63,138 62,810 61,880 58,982 57,820 56,831 56,810
Lead Con. Payment kUS$ 0 5,660 26,811 60,086 66,191 66,698 68,155 68,768 67,142 65,030 64,999
LESS Lead Con. Charges kus$ 0 2,442 10,954 25,476 28,129 28,517 28,907 29,336 28,483 27,524 27,512
NSR on Lead Concentrate kus$ 0 3,219 15,858 34,610 38,062 38,181 39,248 39,432 38,660 37,506 37,486
Total US dollar Revenue kus$ 0 9,835 41,945 89,816 101,201 100,991 101,127 98,414 96,479 94,337 94,297
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 0 15,245 65,015 139,214 156,861 156,536 156,747 152,542 149,543 146,222 146,160
OPERATING COSTS
Grum Pit Mining k$ 0 0 21587.5 21775 21775 21775 21775 21175 20575 19975 19375
Grum Ore Haulage to Mill k$ 0 0 2,138 2,375 2,375 2,375 2,375 2,375 2,375 2,375 2,375
Underground Ore Mining k$ 0 0 0 22,033 32,923 33,200 32,175 32,439 32,329 32,000 32,000
Grizzly Ore Haulage to Mill k$ 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Ore Processing k$ 0 4,339 13,264 21,703 24,705 24,705 24,705 24,705 24,705 24,705 24,705
Site Admin. & Overhead k$ 0 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees k$ 0 2,160 8,900 19,525 22,035 22,079 21,980 21,475 20,967 20,470 20,463
Reclamation Fund k$ 0 229 975 2,088 2,353 2,348 2,351 2,288 2,243 2,193 2,192
Total Operating Costs k$ 0 6,728 53,864 97,200 114,165 114,482 113,362 112,457 111,194 109,719 109,110
Operating Profit k$ 0 8,517 11,151 42,015 42,696 42,054 43,386 40,085 38,349 36,503 37,050
CAPITAL COSTS
Direct Costs k$ 46,000 169,500 34,200 2,000 0 0 0 0 0 0 0
Other Costs k$ 2,500 2,500 500 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 26000 12000 2000 0 0 0 0 0 0
Relacement Capital k$ 0 0 0 0 0 1600 1600 1600 1600 1600 1600
Reclamation k$ 0 0 0 0 0 0 0 0 0 0 0
Cash Flow before Taxes k$ -48,500 -163,483 -49,549 28,015 40,696 40,454 41,786 38,485 36,749 34,903 35,450
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 0 0 0 0 0 0 0 0 0
Yukon Mining Royalty k$ 0 434 569 4,285 4,355 4,290 4,425 3,748 3,586 3,413 3,464
Cash Flow After Taxes k$ -48,500 -163,917 -50,118 23,729 36,341 36,165 37,360 34,737 33,164 31,490 31,986
Cumulative Cash Flow k$ -48,500 -212,417 -262,535 -238,806 -202,465 -166,301 -128,940 -94,203 -61,039 -29,549 2,436
RESULTS NPV @ 10% k$ -46,708
NPV @ 15% k$ -82,386
NPV @ 20% k$ -100,036
IRR % 6.4%
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SUMMARY
PROJECT YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
PRODUCTION
Grum Pit Ore Mined kt 1,250 1,250 1,250 1,250 1,250 1,250 1,005 0 0 19,630
Waste rock mined kt 6,000 6,000 5,000 5,000 4,000 3,500 1,050 0 0 110,550
Total Mined (under operating costs) kt 7,250 7,250 6,250 6,250 5,250 4,750 2,055 0 0 126,180
Strip Ratio t/t 4.8 4.8 4.0 4.0 3.2 2.8 1.0 0.0 0.0 5.6
Grizzly Underground Ore Mined kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Mill Feed kt 2,250 2,250 2,250 2,250 2,250 2,250 1,655 515 0 34,863
Head Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 0.00 521
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 0.00 3.61
Silver gt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 0.0 56.6
Gold gt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.00 0.72
Zinc Concentrate dry t 166,299 166,299 168,380 169,423 172,542 174,382 125,176 49,436 0 2,768,674
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 104,944 104,944 104,296 101,984 99,505 87,442 62,825 27,156 0 1,664,821
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver gt 685.5 685.5 689.2 697.5 725.8 745.5 720.7 759.5 0.0 699.3
Gold gt 411 411 4.09 4.26 4.13 5.04 4.63 4.24 0.00 4.47
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUus$ 94,589 94,589 95,772 96,366 98,139 99,186 71,198 28,118 0 1,574,785
LESS Zinc Con. Charges kUus$ 41,202 41,202 41,717 41,976 42,748 43,204 31,013 12,248 0 685,957
NSR on Zinc Concentrate kUs$ 53,387 53,387 54,055 54,390 55,391 55,982 40,185 15,870 0 888,829
Lead Con. Payment kUus$ 59,815 59,815 59,489 58,460 57,339 51,386 36,450 15,813 0 958,108
LESS Lead Con. Charges kUuss$ 25,609 25,609 25,454 24,900 24,317 21,398 15,356 6,645 0 406,565
NSR on Lead Concentrate kUs$ 34,206 34,206 34,035 33,560 33,023 29,988 21,094 9,168 0 551,542
Total US dollar Revenue kUus$ 87,593 87,593 88,090 87,950 88,414 85,970 61,280 25,039 0 1,440,371
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 135,770 135,770 136,540 136,323 137,041 133,253 94,983 38,810 0 2,232,575
OPERATING COSTS
Grum Pit Mining k$ 18175 18175 16975 16975 15775 15175 11867.5 0 0 302,905
Grum Ore Haulage to Mill k$ 2,375 2,375 2,375 2,375 2,375 2,375 1,910 0 0 37,297
Underground Ore Mining k$ 32,000 32,000 32,000 32,062 32,527 34,192 19,765 15,881 0 479,526
Grizzly Ore Haulage to Mill k$ 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Ore Processing k$ 24,705 24,705 24,705 24,705 24,705 24,705 18,735 6,071 0 385,276
Site Admin. & Overhead k$ 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 0 119,000
Conc. Haul & Port Fees k$ 19,164 19,164 19,265 19,175 19,221 18,498 13,283 5,411 0 313,236
Reclamation Fund k$ 2,037 2,037 2,048 2,045 2,056 1,999 1,425 582 0 33,489
Total Operating Costs k$ 106,455 106,455 105,368 105,337 104,658 104,944 74,634 35,460 0 1,685,594
Operating Profit k$ 29,314 29,314 31,172 30,985 32,383 28,309 20,349 3,350 0 546,981
CAPITAL COSTS
Direct Costs k$ 0 0 0 0 0 0 0 0 0 251,700
Other Costs k$ 0 0 0 0 0 0 0 0 0 5,500
Working Capital k$ 0 0 0 0 0 0 0 0 -40000 0
Relacement Capital k$ 1600 1600 1600 1600 1600 1600 800 0 0 0
Reclamation k$ 0 0 0 0 0 0 0 3000 3000 0
Cash Flow before Taxes k$ 27,714 27,714 29,572 29,385 30,783 26,709 19,549 350 37,000 263,781
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 10,571 11,460 12,005 10,416 7,312 994 0 52,760
Yukon Mining Royalty k$ 2,243 2,243 1,274 1,041 1,242 955 599 93 0 42,258
Cash Flow After Taxes k$ 25,472 25,472 17,727 16,884 17,536 15,337 11,638 =737 37,000 168,763
Cumulative Cash Flow k$ 27,908 53,380 71,106 87,990 105,526 120,863 132,501 131,763 168,763
RESULTS NPV @ 10% k$
NPV @ 15% k$
NPV @ 20% k$

IRR

%
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PRODUCTION
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING PLAN
Grum Pit Ore kt 0 0 1,125 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250
Overburden mined (wall failure) kt 9880 0 0 0 0 0 0 0 0 0
Waste rock mined kt 4,000 9,000 9,000 9,000 9,000 9,000 8,500 8,000 7,500 7,000
Total Mined (under operating costs) kt 10125 10250 10250 10250 10250 9750 9250 8750 8250
Strip Ratio tht 8.0 7.2 7.2 7.2 7.2 6.8 6.4 6.0 5.6
Mined Grades Zinc % 4.98 4.73 4.73 4.73 4.68 4.42 4.42 4.42 4.41
Lead % 3.10 3.01 3.01 3.01 2.95 2.66 2.66 2.66 2.66
Silver glt 51.8 50.1 50.1 50.1 49.3 45.5 45.5 45.5 45.5
Gold glt 0.82 0.78 0.78 0.78 0.79 0.82 0.82 0.82 0.82
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 267 384 400 58 146 110 0 0
R & P without 2nd Pass 45% kt 0 0 0 0 0 0 0 0 0 0 0
Drift, Bench & Fill 85% kt 0 0 0 200 570 600 942 854 890 1,000 1,000
Drift & Bench Only 45% kt 0 0 0 233 46 0 0 0 0 0 0
Total Ore Mined kt 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Mined Grades Zinc % 7.74 6.98 6.91 6.79 6.52 6.30 6.10 6.10
Lead % 5.94 4.96 5.08 5.26 5.74 5.48 5.19 5.19
Silver glt 80.5 73.0 73.2 79.1 80.5 79.1 75.2 75.2
Gold glt 1.06 0.73 0.65 0.77 0.77 0.78 0.76 0.76
Stockpile, Remove (Add) kt 0 368 0 0 0 0 0 0 0 0 0
Stockpile Grades Zinc % 3.86
Lead % 211
Silver glt 47.0
Gold glt n.a.
PROCESSING PLAN
Mill Feed kt 0 368 1,125 1,950 2,250 2,250 2,250 2,250 2,250 2,250 2,250
Head Grades Zinc % 0 3.86 4.84 5.30 5.07 4.95 4.57 4.50 4.67 6.10 6.10
Lead % 0 2.11 3.04 3.56 3.25 3.19 2.95 3.07 3.30 5.19 5.19
Silver glt 0 47.0 50.8 55.8 52.6 51.2 47.5 47.9 51.4 75.2 75.2
Gold glt n.a. 0.80 0.83 0.79 0.74 0.60 0.60 0.63 0.76 0.76
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 77% 77% 77% 77% 77% 77% 77% 77% 77%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 50% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 0 20,611 81,261 171,964 196,674 195,651 192,753 183,728 180,106 177,026 176,963
Lead Concentrate dry t 0 9,965 44,709 104,391 115,201 116,850 118,355 120,226 116,658 112,709 112,663
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 868 756 672 695 687 703 676 690 693 693
Gold glt 0 n.a 6.17 4.94 4.44 4.17 4.45 4.48 4.64 4.73 4.73
Zinc Con. Shipped (incl. 8% moisture) wet t 0 22,403 88,327 186,918 213,776 212,664 209,514 199,704 195,768 192,420 192,351
Lead Con. Shipped (incl. 8% moisture) wet t 0 10,831 48,596 113,469 125,218 127,011 128,646 130,680 126,802 122,510 122,460



DIAND, Faro Site, NWT FARO DCF ANALYSIS 12 Feb.2002
DCF Caseslto4.Xls CASE 2 - GRUM + GRIZZLY, NEW MILL 4
PRODUCTION
PROJECT YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
MINING PLAN
Grum Pit Ore kt 1,250 1,250 1,250 1,250 1,250 1,250 1,005 0 0 19630
Overburden mined (wall failure) kt 0 0 0 0 0 0 0 0 0 9880
Waste rock mined kt 6,000 6,000 5,000 5,000 4,000 3,500 1,050 0 0 110550
Total Mined (under operating costs) kt 7250 7250 6250 6250 5250 4750 2055 0 0 126180
Strip Ratio tht 4.8 4.8 4.0 4.0 3.2 2.8 1.0 5.6
Mined Grades Zinc % 3.83 3.83 3.83 3.83 3.83 3.83 3.83 4.27
Lead % 2.18 2.18 2.18 2.18 2.18 2.18 2.18 2.56
Silver glt 37.0 37.0 37.0 37.0 37.0 37.0 37.0 43.3
Gold glt 0.54 0.54 0.54 0.54 0.54 0.54 0.54 0.69
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 191 353 708 58 142 0 2,816
R & P without 2nd Pass 45% kt 0 0 0 0 96 67 0 0 0 163
Drift, Bench & Fill 85% kt 1,000 1,000 1,000 707 426 225 350 169 0 10,933
Drift & Bench Only 45% kt 0 0 0 102 125 0 242 204 0 953
Total Ore Mined kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Mined Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 6.49
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 5.03
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 74.3
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.76
Stockpile, Remove (Add) kt 0 0 0 0 0 0 0 0 0 368
Stockpile Grades Zinc % 3.86
Lead % 211
Silver glt 47.0
Gold glt n.a.
PROCESSING PLAN
Mill Feed kt 2,250 2,250 2,250 2,250 2,250 2,250 1,655 515 0 34,863
Head Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 5.21
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 3.61
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 56.6
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.72
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 7% 7% 7% 7% 7% 7% 7% 7% 77%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 58% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 166,299 166,299 168,380 169,423 172,542 174,382 125,176 49,436 0 2,768,674
Lead Concentrate dry t 104,944 104,944 104,296 101,984 99,505 87,442 62,825 27,156 0 1,664,821
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 686 686 689 698 726 745 721 759 0 699
Gold glt 4.11 4.11 4.09 4.26 4.13 5.04 4.63 4.24 0.00 4.47
Zinc Con. Shipped (incl. 8% moisture) wet t 180,760 180,760 183,021 184,155 187,545 189,546 136,061 53,735 0 3,009,429
Lead Con. Shipped (incl. 8% moisture) wet t 114,069 114,069 113,365 110,852 108,158 95,045 68,288 29,518 0 1,809,588



DIAND, Faro Site, NWT

DCF Caseslto4.xls

REVENUE CALCULATIONS

(in US dollars)

FARO DCF ANALYSIS

12 Feb.2002

Metal Prices

Zinc Concentrate

Payment based on Lesser of:

Or Content minus 8 units

Zinc Con. Payment

Charges

Treatment
Price Escalator
Penalties
Ocean Freight
Representation

Total Charges

NSR on Zinc Concentrate

NSR/t on Zinc Con.

Lead Concentrate

Lead Payment based on Lesser of:

Or Content minus 3 units

Lead Payment

Silver Payment based on Lesser of:

Or Content minus 35 grams

Silver Payment

Gold Payment based on Lesser of:

Or Content minus 1 gram

Gold Payment

Lead Con. Payment

Charges

Treatment
Price Escalator
Silver Refining
Gold Refining
Penalties
Ocean Freight
Representation

Total Charges

NSR on Lead Concentrate

NSR/t of Lead Con.

CASE 2 - GRUM + GRIZZLY, NEW MILL 5

YEAR 1 2 3 4 5 6 7 8 9 10 11

Units
Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
85% k.Ib 0 19,698 77,661 164,345 187,960 186,983 184,213 175588 172,126 169,183 169,122
k.Ib 0 19,539 77,034 163,018 186,442 185473 182,725 174,170 170,737 167,817 167,757
kUuss$ 0 11,723 46,220 97,811 111,865 111,284 109,635 104,502 102,442 100,690 100,654
$190 /t kUs$ 0 3,916 15,440 32,673 37,368 37,174 36,623 34,908 34,220 33,635 33,623
>$1100/t $0.07 kUS$ 0 312 1,231 2,605 2,979 2,964 2,920 2,783 2,728 2,682 2,681
$5.00 /t kUuss$ 0 103 406 860 983 978 964 919 901 885 885
$30.00 /t kUuss$ 0 672 2,650 5,608 6,413 6,380 6,285 5,991 5,873 5,773 5771
$5.00 /t kUus$ 0 103 406 860 983 978 964 919 901 885 885
kUus$ 0 5,106 20,133 42,605 48,727 48,474 47,756 45,520 44,622 43,859 43,844
kUs$ 0 6,617 26,087 55,206 63,138 62,810 61,880 58,982 57,820 56,831 56,810
US$it $0.00 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03
95% k.Ib 0 12,522 56,182 131,180 144,764 146,837 148,727 151,078 146,595 141,632 141575
k.Ib 0 12,522 56,182 131,180 144,764 146,837 148,727 151,078 146,595 141,632 141,575
kUus$ 0 4,383 19,664 45,913 50,667 51,393 52,054 52,877 51,308 49,571 49,551
95% kg 0 8,216 32,100 66,612 76,086 76,242 79,036 77,243 76,433 74,210 74,175
kg 0 8,299 32,225 66,465 76,058 76,165 79,054 77,100 76,373 74,171 74,136
kUus$ 0 1,278 4,992 10,336 11,828 11,845 12,291 11,990 11,877 11,535 11,529
95% kg 0 n.a. 262 490 486 463 500 511 514 507 506
kg 0 n.a. 231 411 396 371 408 418 424 420 420
kUuss$ 0 0 2,156 3,837 3,695 3,460 3,809 3,900 3,957 3,923 3,918
kUus$ 0 5,660 26,811 60,086 66,191 66,698 68,155 68,768 67,142 65,030 64,999
$175 /t kUuss$ 0 1,744 7,824 18,268 20,160 20,449 20,712 21,039 20,415 19,724 19,716
>$0.25/Ib $2.50 kUS$ 0 249 1,118 2,610 2,880 2,921 2,959 3,006 2,916 2,818 2,817
$9.00 /g kUus$ 0 74 289 598 685 685 711 694 687 668 667
$180 /g kUs$ 0 0 42 74 71 67 73 75 76 76 76
$0.00 /t kUus$ 0 0 0 0 0 0 0 0 0 0 0
$30.00 /t kUuss$ 0 325 1,458 3,404 3,757 3,810 3,859 3,920 3,804 3,675 3,674
$5.00 /t kUus$ 0 50 224 522 576 584 592 601 583 564 563
kUus$ 0 2,442 10,954 25,476 28,129 28,517 28,907 29,336 28,483 27,524 27,512
kUus$ 0 3,219 15,858 34,610 38,062 38,181 39,248 39,432 38,660 37,506 37,486
US$/it $0.00 $323.01 $354.69 $331.54 $330.40 $326.75 $331.61 $327.98 $331.40 $332.77 $332.73



DIAND, Faro Site, NWT

DCF Caseslto4.xls

REVENUE CALCULATIONS

(in US dollars)

FARO DCF ANALYSIS

CASE 2 - GRUM + GRIZZLY, NEW MILL

12 Feb.2002
6

Metal Prices

Zinc Concentrate

Payment based on Lesser of:

Or Content minus 8 units

Zinc Con. Payment

Charges

Treatment
Price Escalator
Penalties
Ocean Freight
Representation

Total Charges

NSR on Zinc Concentrate

NSR/t on Zinc Con.

Lead Concentrate

Lead Payment based on Lesser of:

Or Content minus 3 units

Lead Payment

Silver Payment based on Lesser of:

Or Content minus 35 grams

Silver Payment

Gold Payment based on Lesser of:

Or Content minus 1 gram

Gold Payment

Lead Con. Payment

Charges

Treatment
Price Escalator
Silver Refining
Gold Refining
Penalties
Ocean Freight
Representation

Total Charges

NSR on Lead Concentrate

NSR/t of Lead Con.

YEAR 12 13 14 15 16 17 18 19 20  TOTALS

Units
Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300
85% k.Ib 158,931 158,931 160,920 161,916 164,897 166,656 119,630 47,246 0 2,646,006
k.Ib 157,648 157,648 159,620 160,609 163,566 165,311 118,664 46,864 0 2,624,642
kUuss$ 94,589 94,589 95,772 96,366 98,139 99,186 71,198 28,118 0 1,574,785
$190 /t kUs$ 31,597 31,597 31,992 32,190 32,783 33,133 23,783 9,393 0 526,048
>$1100/t $0.07 kUS$ 2,519 2,519 2,551 2,566 2,614 2,641 1,896 749 0 41,939
$5.00 /t kUuss$ 831 831 842 847 863 872 626 247 0 13,843
$30.00 /t kUuss$ 5,423 5,423 5,491 5,525 5,626 5,686 4,082 1,612 0 90,283
$5.00 /t kUus$ 831 831 842 847 863 872 626 247 0 13,843
kUus$ 41,202 41,202 41,717 41,976 42,748 43,204 31,013 12,248 0 685,957
kUs$ 53,387 53,387 54,055 54,390 55,391 55,982 40,185 15,870 0 888,829
US$it $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $0.00 $321.03
95% k.Ib 131,875 131,875 131,061 128,155 125,041 109,881 78,947 34,125 0 2,092,051
k.Ib 131,875 131,875 131,061 128,155 125,041 109,881 78,947 34,125 0 2,092,051
kUus$ 46,156 46,156 45,871 44,854 43,764 38,458 27,632 11,944 0 732,218
95% kg 68,344 68,344 68,284 67,578 68,611 61,928 43,013 19,594 0 1,106,048
kg 68,268 68,268 68,227 67,565 68,740 62,126 43,078 19,675 0 1,105,992
kUus$ 10,617 10,617 10,611 10,508 10,670 9,631 6,689 3,047 0 171,892
95% kg 409 409 405 412 390 419 276 109 0 7,070
kg 326 326 322 332 311 353 228 88 0 5,787
kUuss$ 3,042 3,042 3,007 3,098 2,905 3,296 2,129 822 0 53,998
kUus$ 59,815 59,815 59,489 58,460 57,339 51,386 36,450 15,813 0 958,108
$175 /t kUuss$ 18,365 18,365 18,252 17,847 17,413 15,302 10,994 4,752 0 291,344
>$0.25/Ib $2.50 kUS$ 2,624 2,624 2,607 2,550 2,488 2,186 1,571 679 0 41,621
$9.00 /g kUus$ 614 614 614 608 618 557 387 176 0 9,948
$180 /g kUs$ 59 59 58 60 56 64 41 16 0 1,042
$0.00 /t kUus$ 0 0 0 0 0 0 0 0 0 0
$30.00 /t kUuss$ 3,422 3,422 3,401 3,326 3,245 2,851 2,049 886 0 54,288
$5.00 /t kUuss$ 525 525 521 510 498 437 314 136 0 8,324
kUus$ 25,609 25,609 25,454 24,900 24,317 21,398 15,356 6,645 0 406,565
kUus$ 34,206 34,206 34,035 33,560 33,023 29,988 21,094 9,168 0 551,542
US$/it $325.95 $325.95 $326.34 $329.07 $331.87 $342.95 $335.76 $337.61 $0.00 $331.29



DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002

DCF Caseslto4.Xls CASE 2 - GRUM + GRIZZLY, NEW MILL 7
CAPITAL COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 11,000 9,500 0 0 0 0 0 0 0 0 0
Grizzly Shaft Sinking & Equiping k$ 0 5,500 13,000 2,000 0 0 0 0 0 0 0
Grizzly Surface & Underground Plant k$ 0 1,300 11,600 0 0 0 0 0 0 0 0
Grizzly Mobile Equipment k$ 0 0 8,100 0 0 0 0 0 0 0 0
Grum Mine Equipment k$ 9,500 23,500 1,500 0 0 0 0 0 0 0 0
Grum Shop and Dewatering k$ 5,500 0 0 0 0 0 0 0 0 0 0
Grum Preproduction Mining -  Overburden k$ 0 10,500 0 0 0 0 0 0 0 0 0
Waste Rock k$ 0 7,200 0 0 0 0 0 0 0 0 0
Faro Process Plant k$ 20,000 75,000 0 0 0 0 0 0 0 0 0
Ancillary Facilities k$ 0 22,500 0 0 0 0 0 0 0 0 0
Infrastructure k$ 0 14,500 0 0 0 0 0 0 0 0 0
Sub-total Direct Costs k$ 46,000 169,500 34,200 2,000 0 0 0 0 0 0 0
OTHER COSTS
Owner's Costs k$ 1,000 1,000 500 0 0 0 0 0 0 0 0
Care and Maintenance k$ 1,500 1,500 0 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 26,000 12,000 2,000 0 0 0 0 0 0
Sub-total Other Costs k$ 2,500 2,500 26,500 12,000 2,000 0 0 0 0 0 0
Replacement Capital k$ 0 0 0 0 0 1,600 1,600 1,600 1,600 1,600 1,600
Reclamation k$ 0 0 0 0 0 0 0 0 0 0 0
TOTAL CAPITAL COSTS k$ 48,500 172,000 60,700 14,000 2,000 1,600 1,600 1,600 1,600 1,600 1,600
OPERATING COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING
Pit Ore Mining 1.50 $/t k$ 0 1,688 1,875 1,875 1,875 1,875 1,875 1,875 1,875 1,875
Pit Waste Mining 1.20 $/t k$ 0 10,800 10,800 10,800 10,800 10,800 10,200 9,600 9,000 8,400
Pit Fixed Cost k$ 0 9,100 9,100 9,100 9,100 9,100 9,100 9,100 9,100 9,100
Grum Ore Haulage to Mill 1.90 $/t k$ 0 2,138 2,375 2,375 2,375 2,375 2,375 2,375 2,375 2,375
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 9,331 13,443 14,000 2,042 5,125 3,834 0 0
- R & P to 45% Extr. 33 $/t k$ 0 0 0 0 0 0 0 0 0 0
- Drift, Bench & Fill 32 $it k$ 0 0 6,400 18,240 19,200 30,133 27,315 28,494 32,000 32,000
- Drift & Bench Only 27 $it k$ 0 0 6,302 1,239 0 0 0 0 0 0
Grizzly Ore Haulage to Mill 1.00 $/t k$ 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
PROCESSING & GENERAL
Ore Processing Var. $t 11.79 11.79 11.13 10.98 10.98 10.98 10.98 10.98 10.98 10.98
Ore Processing k$ 4,339 13,264 21,703 24,705 24,705 24,705 24,705 24,705 24,705 24,705
Site Admin. & Overhead 7000 k$/a k$ 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 2,160 8,900 19,525 22,035 22,079 21,980 21,475 20,967 20,470 20,463
Reclamation Fund 1.5% k$ 229 975 2,088 2,353 2,348 2,351 2,288 2,243 2,193 2,192
TOTAL OPERATING COSTS k$ 6,728 53,864 97,200 114,165 114,482 113,362 112,457 111,194 109,719 109,110
Unit Operating Cost $/t Ore $18.28 $47.88 $49.85 $50.74 $50.88 $50.38 $49.98 $49.42 $48.76 $48.49



DIAND, Faro Site, NWT
DCF Caseslto4.xls

CAPITAL COST ESTIMATE

FARO DCF ANALYSIS
CASE 2 - GRUM + GRIZZLY, NEW MILL

12 Feb.2002

YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 0 0 0 0 0 0 0 0 0 20,500
Grizzly Shaft Sinking & Equiping k$ 0 0 0 0 0 0 0 0 0 20,500
Grizzly Surface & Underground Plant k$ 0 0 0 0 0 0 0 0 0 12,900
Grizzly Mobile Equipment k$ 0 0 0 0 0 0 0 0 0 8,100
Grum Mine Equipment k$ 0 0 0 0 0 0 0 0 0 34,500
Grum Shop and Dewatering k$ 0 0 0 0 0 0 0 0 0 5,500
Grum Preproduction Mining -  Overburden k$ 0 0 0 0 0 0 0 0 0 10,500
Waste Rock k$ 0 0 0 0 0 0 0 0 0 7,200
Faro Process Plant k$ 0 0 0 0 0 0 0 0 0 95,000
Ancillary Facilities k$ 0 0 0 0 0 0 0 0 0 22,500
Infrastructure k$ 0 0 0 0 0 0 0 0 0 14,500
Sub-total Direct Costs k$ 0 0 0 0 0 0 0 0 0 251,700
OTHER COSTS
Owner's Costs k$ 0 0 0 0 0 0 0 0 0 2,500
Care and Maintenance k$ 0 0 0 0 0 0 0 0 0 3,000
Working Capital k$ 0 0 0 0 0 0 0 0  -40,000 0
Sub-total Other Costs k$ 0 0 0 0 0 0 0 0  -40,000 5,500
Replacement Capital k$ 1,600 1,600 1,600 1,600 1,600 1,600 800 0 0 20,000
Reclamation k$ 0 0 0 0 0 0 0 3,000 3,000 6,000
TOTAL CAPITAL COSTS k$ 1,600 1,600 1,600 1,600 1,600 1,600 800 3,000 -37,000 283,200
OPERATING COST ESTIMATE
YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
MINING
Pit Ore Mining 1.50 $/t k$ 1,875 1,875 1,875 1,875 1,875 1,875 1,508 0 0 29,445
Pit Waste Mining 1.20 $/t k$ 7,200 7,200 6,000 6,000 4,800 4,200 1,260 0 0 127,860
Pit Fixed Cost k$ 9,100 9,100 9,100 9,100 9,100 9,100 9,100 0 0 145,600
Grum Ore Haulage to Mill 1.90 $/t k$ 2,375 2,375 2,375 2,375 2,375 2,375 1,910 0 0 37,297
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 0 6,678 12,338 24,791 2,035 4,954 0 98,571
- R & P to 45% Extr. 33 $/t k$ 0 0 0 0 3,171 2,216 0 0 0 5,387
- Drift, Bench & Fill 32 $/t k$ 32,000 32,000 32,000 22,627 13,635 7,184 11,200 5,420 0 349,848
- Drift & Bench Only 27 $it k$ 0 0 0 2,757 3,383 0 6,530 5,507 0 25,719
Grizzly Ore Haulage to Mill 1.00 $/t k$ 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
PROCESSING & GENERAL
Ore Processing Var. $/t 10.98 10.98 10.98 10.98 10.98 10.98 11.32 11.79
Ore Processing k$ 24,705 24,705 24,705 24,705 24,705 24,705 18,735 6,071 0 385,276
Site Admin. & Overhead 7000 k$/a k$ 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 0 119,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 19,164 19,164 19,265 19,175 19,221 18,498 13,283 5411 0 313,236
Reclamation Fund 15 % k$ 2,037 2,037 2,048 2,045 2,056 1,999 1,425 582 0 33,489
TOTAL OPERATING COSTS k$ 106,455 106,455 105,368 105,337 104,658 104,944 74,634 35,460 0 1,685,594
Unit Operating Cost $/t Ore $47.31 $47.31 $46.83 $46.82 $46.51 $46.64 $45.10 $68.87 $48.35
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DIAND, Faro Site, NWT EARO DCE ANALYSIS 12 Feb.2002
DCF Casesltod.xls CASE 2 - GRUM + GRIZZLY, NEW MILL °
TAX CALCULATIONS
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DEPRECIATION POOL
Opening Balance k$ 140,000 186,000 346,983 370,032 330,017 287,322 246,867 205,082 166,597 129,847 94,944
Additional Assets k$ 46,000 169,500 34,200 2,000 0 1,600 1,600 1,600 1,600 1,600 1,600
Amount Used to Defer Taxes k$ 0 8,517 11,151 42,015 42,696 42,054 43,386 40,085 38,349 36,503 37,050
Closing Balance k$ 186,000 346,983 370,032 330,017 287,322 246,867 205,082 166,597 129,847 94,944 59,495
INCOME TAX CALCULATION
Operating Profit k$ 0 8,517 11,151 42,015 42,696 42,054 43,386 40,085 38,349 36,503 37,050
LESS Depreciation Allowance k$ 0 -8,517 -11,151 -42,015 -42,696 -42,054  -43,386  -40,085 -38,349 -36,503 -37,050
Taxable Income k$ 0 0 0 0 0 0 0 0 0 0 0
Income Tax Payable 39 % k$ 0 0 0 0 0 0 0 0 0 0 0
YUKON MINING ROYALTY
Operating Profit k$ 0 8,517 11,151 42,015 42,696 42,054 43,386 40,085 38,349 36,503 37,050
LESS 15% Depreciation Allowance k$ 0 -1,278 -1,673 -6,302 -6,404 -6,308 -6,508 -6,013 -5,752 -5,475 -5,557
LESS Income Tax Payable k$ 0 0 0 0 0 0 0 0 0 0 0
Taxable Profit k$ 0 7,240 9,478 35,712 36,291 35,746 36,878 34,072 32,597 31,028 31,492
0 1 1 7 7 7 7 6 6 6 6
Royalty Rate (5% + 1%/$5M) k$ 0 6 6 12 12 12 12 11 11 11 11
Royalty Payments k$ 0 434 569 4,285 4,355 4,290 4,425 3,748 3,586 3,413 3,464



DIAND, Faro Site, NWT
DCF Caseslto4.xls

TAX CALCULATIONS

FARO DCF ANALYSIS
CASE 2 - GRUM + GRIZZLY, NEW MILL

12 Feb.2002
10

YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
DEPRECIATION POOL
Opening Balance k$ 59,495 31,780 4,066 1,600 1,600 1,600 1,600 800 3,000
Additional Assets k$ 1,600 1,600 1,600 1,600 1,600 1,600 800 3,000 40,000
Amount Used to Defer Taxes k$ 29,314 29,314 4,066 1,600 1,600 1,600 1,600 800 0 411,700
Closing Balance k$ 31,780 4,066 1,600 1,600 1,600 1,600 800 3,000 43,000
INCOME TAX CALCULATION
Operating Profit k$ 29,314 29,314 31,172 30,985 32,383 28,309 20,349 3,350 0 546,981
LESS Depreciation Allowance k$ -29,314  -29,314 -4,066 -1,600 -1,600 -1,600 -1,600 -800 0
Taxable Income k$ 0 0 27,106 29,385 30,783 26,709 18,749 2,550 0 135,281
Income Tax Payable 39 % k$ 0 0 10,571 11,460 12,005 10,416 7,312 994 0 52,760
YUKON MINING ROYALTY
Operating Profit k$ 29,314 29,314 31,172 30,985 32,383 28,309 20,349 3,350 0 546,981
LESS 15% Depreciation Allowance k$ -4,397 -4,397 -4,676 -4,648 -4,857 -4,246 -3,052 -502 0
LESS Income Tax Payable k$ 0 0 -10571 -11,460 -12,005 -10,416 -7,312 -994 0
Taxable Profit k$ 24,917 24,917 15,925 14,877 15,520 13,646 9,985 1,853 0 412,174
4 4 3 2 3 2 1 0 0
Royalty Rate (5% + 1%/$5M) k$ 9 9 8 7 8 7 6 5 5
Royalty Payments k$ 2,243 2,243 1,274 1,041 1,242 955 599 93 0 42,258
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DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002

DCF Caseslto4.Xls CASE 3 - GRIZZLY ONLY, NEW MILL 1
SUMMARY
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
PRODUCTION
Grum Pit Ore Mined kt 0 0 0 0 0 0 0 0 0 0 0
Waste rock mined kt 0 0 0 0 0 0 0 0 0 0 0
Total Mined (under operating costs) kt 0 0 0 0 0 0 0 0 0 0 0
Strip Ratio tht 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Grizzly Underground Ore Mined kt 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Mill Feed kt 0 0 100 968 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Head Grades Zinc % 0 0.00 3.86 6.67 6.98 6.91 6.79 6.52 6.30 6.10 6.10
Lead % 0 0.00 2.11 4.88 4.96 5.08 5.26 5.74 5.48 5.19 5.19
Silver glt 0 0.0 47.0 71.2 73.0 73.2 79.1 80.5 79.1 75.2 75.2
Gold glt 0 0 0.00 0.93 0.73 0.65 0.77 0.77 0.78 0.76 0.76
Zinc Concentrate dry t 0 0 5,601 101,113 110,812 109,790 107,868 103,616 99,994 96,914 96,914
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 0 0 2,708 63,395 66,948 68,597 71,049 77,555 73,987 70,038 70,038
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 0.0 1006.7 648.5 653.9 640.5 667.8 622.9 641.4 644.1 644.1
Gold glt 0 n.a. 0.00 3.51 3.26 2.84 3.26 2.99 3.17 3.24 3.24
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUs$ 0 0 3,186 57,512 63,028 62,447 61,354 58,935 56,875 55,123 55,123
LESS Zinc Con. Charges kUS$ 0 0 1,388 25,051 27,454 27,201 26,725 25,671 24,774 24,011 24,011
NSR on Zinc Concentrate kus$ 0 0 1,798 32,460 35,574 35,246 34,629 33,264 32,101 31,112 31,112
Lead Con. Payment kUS$ 0 0 1,568 35,417 37,301 37,808 39,736 42,640 41,014 38,901 38,901
LESS Lead Con. Charges kus$ 0 0 666 15,442 16,307 16,696 17,315 18,866 18,013 17,054 17,054
NSR on Lead Concentrate kus$ 0 0 902 19,975 20,993 21,112 22,421 23,774 23,002 21,848 21,848
Total US dollar Revenue kus$ 0 0 2,700 52,435 56,567 56,358 57,050 57,038 55,103 52,960 52,960
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 0 0 4,185 81,274 87,679 87,354 88,427 88,409 85,409 82,088 82,088
OPERATING COSTS
Grum Pit Mining k$ 0 0 0 0 0 0 0 0 0 0 0
Grum Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 0 0
Underground Ore Mining k$ 0 0 0 22,033 32,923 33,200 32,175 32,439 32,329 32,000 32,000
Grizzly Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 0 0
Ore Processing k$ 0 0 1,306 12,642 13,000 13,000 13,000 13,000 13,000 13,000 13,000
Site Admin. & Overhead k$ 0 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees k$ 0 0 587 11,623 12,559 12,603 12,641 12,800 12,292 11,796 11,796
Reclamation Fund k$ 0 0 63 1,219 1,315 1,310 1,326 1,326 1,281 1,231 1,231
Total Operating Costs k$ 0 0 8,956 54,517 66,797 67,114 66,142 66,565 65,902 65,027 65,027
Operating Profit k$ 0 0 -4,770 26,758 20,882 20,241 22,285 21,843 19,508 17,061 17,061
CAPITAL COSTS
Direct Costs k$ 11,000 42,300 108,200 2,000 0 0 0 0 0 0 0
Other Costs k$ 2,500 2,500 2,500 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 0 14000 2000 0 0 0 0 0 0
Relacement Capital k$ 0 0 0 0 0 950 950 950 950 950 950
Reclamation k$ 0 0 0 0 0 0 0 0 0 0 0
Cash Flow before Taxes k$ -13,500  -44,800 -115,470 10,758 18,882 19,291 21,335 20,893 18,558 16,111 16,111
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 0 0 0 0 0 0 0 0 0
Yukon Mining Royalty k$ 0 0 0 2,047 1,420 1,376 1,515 1,485 1,327 1,015 1,015
Cash Flow After Taxes k$ -13,500  -44,800 -115,470 8,711 17,462 17,914 19,819 19,408 17,231 15,096 15,096
Cumulative Cash Flow k$ -13,500 -58,300 -173,770 -165,060 -147,597 -129,683 -109,864 -90,456 -73,225 -58,129  -43,033
RESULTS NPV @ 10% k$ -45,273
NPV @ 15% k$ -60,825
NPV @ 20% k$ -66,754
IRR % 4.1%
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SUMMARY
PROJECT YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
PRODUCTION
Grum Pit Ore Mined kt 0 0 0 0 0 0 0 0 0 0
Waste rock mined kt 0 0 0 0 0 0 0 0 0 0
Total Mined (under operating costs) kt 0 0 0 0 0 0 0 0 0 0
Strip Ratio t/t 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Grizzly Underground Ore Mined kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Mill Feed kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 15,233
Head Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 0.00 6.42
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 0.00 4.96
Silver gt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 0.0 73.6
Gold gt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.00 0.75
Zinc Concentrate dry t 96,914 96,914 98,995 100,038 103,157 104,997 69,390 49,436 0 1,552,461
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 70,038 70,038 69,390 67,078 64,599 52,536 34,761 27,156 0 1,019,910
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver gt 644.1 644.1 649.2 660.5 702.7 730.2 682.0 759.5 0.0 659.5
Gold gt 3.24 3.24 3.21 3.43 3.20 4.50 3.65 4.24 0.00 3.31
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUus$ 55,123 55,123 56,307 56,900 58,674 59,721 39,468 28,118 0 883,019
LESS Zinc Con. Charges kUus$ 24,011 24,011 24,527 24,785 25,558 26,014 17,192 12,248 0 384,632
NSR on Zinc Concentrate kUs$ 31,112 31,112 31,780 32,115 33,116 33,707 22,276 15,870 0 498,387
Lead Con. Payment kUus$ 38,901 38,901 38,576 37,547 36,445 30,491 19,646 15,813 0 569,607
LESS Lead Con. Charges kUuss$ 17,054 17,054 16,899 16,345 15,763 12,844 8,478 6,645 0 248,495
NSR on Lead Concentrate kUs$ 21,848 21,848 21,677 21,202 20,681 17,647 11,167 9,168 0 321,112
Total US dollar Revenue kUus$ 52,960 52,960 53,457 53,317 53,798 51,354 33,444 25,039 0 819,499
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 82,088 82,088 82,859 82,641 83,387 79,599 51,838 38,810 0 1,270,224
OPERATING COSTS
Grum Pit Mining k$ 0 0 0 0 0 0 0 0 0 0
Grum Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 0
Underground Ore Mining k$ 32,000 32,000 32,000 32,062 32,527 34,192 19,765 15,881 0 479,526
Grizzly Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 0
Ore Processing k$ 13,000 13,000 13,000 13,000 13,000 13,000 8,977 7,111 0 199,035
Site Admin. & Overhead k$ 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 0 119,000
Conc. Haul & Port Fees k$ 11,796 11,796 11,897 11,807 11,852 11,130 7,358 5,411 0 181,744
Reclamation Fund k$ 1,231 1,231 1,243 1,240 1,251 1,194 778 582 0 19,053
Total Operating Costs k$ 65,027 65,027 65,140 65,109 65,630 66,516 43,878 35,985 0 998,358
Operating Profit k$ 17,061 17,061 17,719 17,532 17,757 13,082 7,960 2,824 0 271,866
CAPITAL COSTS
Direct Costs k$ 0 0 0 0 0 0 0 0 0 163,500
Other Costs k$ 0 0 0 0 0 0 0 0 0 7,500
Working Capital k$ 0 0 0 0 0 0 0 0 -16000 0
Relacement Capital k$ 950 950 950 950 950 950 800 0 0 12,200
Reclamation k$ 0 0 0 0 0 0 0 0 3000 3,000
Cash Flow before Taxes k$ 16,111 16,111 16,769 16,582 16,807 12,132 7,160 2,824 13,000 85,666
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 0 0 0 0 0 0 0 0
Yukon Mining Royalty k$ 1,015 1,015 1,205 1,043 1,207 778 406 120 0 17,991
Cash Flow After Taxes k$ 15,096 15,096 15,564 15,539 15,599 11,354 6,754 2,704 13,000 67,675
Cumulative Cash Flow k$ -27,937  -12,841 2,723 18,263 33,862 45,216 51,970 54,675 67,675
RESULTS NPV @ 10% k$
NPV @ 15% k$
NPV @ 20% k$

IRR

%
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PRODUCTION
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING PLAN
Grum Pit Ore kt 0 0 0 0 0 0 0 0 0 0 0
Overburden mined (wall failure) kt 0 0 0 0 0 0 0 0 0 0
Waste rock mined kt 0 0 0 0 0 0 0 0 0 0
Total Mined (under operating costs) kt 0 0 0 0 0 0 0 0 0
Strip Ratio tht
Mined Grades Zinc %
Lead %
Silver glt
Gold glt
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 267 384 400 58 146 110 0 0
R & P without 2nd Pass 45% kt 0 0 0 0 0 0 0 0 0 0 0
Drift, Bench & Fill 85% kt 0 0 0 200 570 600 942 854 890 1,000 1,000
Drift & Bench Only 45% kt 0 0 0 233 46 0 0 0 0 0 0
Total Ore Mined kt 0 0 0 700 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Mined Grades Zinc % 7.74 6.98 6.91 6.79 6.52 6.30 6.10 6.10
Lead % 5.94 4.96 5.08 5.26 5.74 5.48 5.19 5.19
Silver glt 80.5 73.0 73.2 79.1 80.5 79.1 75.2 75.2
Gold glt 1.06 0.73 0.65 0.77 0.77 0.78 0.76 0.76
Stockpile, Remove (Add) kt 0 0 100 268 0 0 0 0 0 0 0
Stockpile Grades Zinc % 3.86 3.86
Lead % 2.11 2.11
Silver glt 47.0 47.0
Gold glt
PROCESSING PLAN
Mill Feed kt 0 0 100 968 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Head Grades Zinc % 0 0 3.86 6.67 6.98 6.91 6.79 6.52 6.30 6.10 6.10
Lead % 0 0 2.11 4.88 4.96 5.08 5.26 5.74 5.48 5.19 5.19
Silver glt 0 0 47.0 71.2 73.0 73.2 79.1 80.5 79.1 75.2 75.2
Gold glt 0.00 0.93 0.73 0.65 0.77 0.77 0.78 0.76 0.76
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 77% 77% 77% 77% 77% 77% 77% 77% 77%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 50% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 0 0 5,601 101,113 110,812 109,790 107,868 103,616 99,994 96,914 96,914
Lead Concentrate dry t 0 0 2,708 63,395 66,948 68,597 71,049 77,555 73,987 70,038 70,038
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 0 1007 648 654 641 668 623 641 644 644
Gold glt 0 n.a. 0.00 3.51 3.26 2.84 3.26 2.99 3.17 3.24 3.24
Zinc Con. Shipped (incl. 8% moisture) wet t 0 0 6,088 109,905 120,448 119,336 117,247 112,626 108,689 105,341 105,341
Lead Con. Shipped (incl. 8% moisture) wet t 0 0 2,943 68,907 72,769 74,562 77,228 84,299 80,420 76,128 76,128
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PRODUCTION
PROJECT YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
MINING PLAN
Grum Pit Ore kt 0 0 0 0 0 0 0 0 0 0
Overburden mined (wall failure) kt 0 0 0 0 0 0 0 0 0 0
Waste rock mined kt 0 0 0 0 0 0 0 0 0 0
Total Mined (under operating costs) kt 0 0 0 0 0 0 0 0 0 0
Strip Ratio tht
Mined Grades Zinc %
Lead %
Silver glt
Gold glt
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 191 353 708 58 142 0 2,816
R & P without 2nd Pass 45% kt 0 0 0 0 96 67 0 0 0 163
Drift, Bench & Fill 85% kt 1,000 1,000 1,000 707 426 225 350 169 0 10,933
Drift & Bench Only 45% kt 0 0 0 102 125 0 242 204 0 953
Total Ore Mined kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 14,865
Mined Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 6.49
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 5.03
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 74.3
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.76
Stockpile, Remove (Add) kt 0 0 0 0 0 0 0 0 0 368
Stockpile Grades Zinc % 0.00
Lead % 0.00
Silver glt 0.0
Gold glt 0.00
PROCESSING PLAN
Mill Feed kt 1,000 1,000 1,000 1,000 1,000 1,000 650 515 0 15,233
Head Grades Zinc % 6.10 6.10 6.23 6.30 6.50 6.61 6.72 6.05 6.42
Lead % 5.19 5.19 5.14 4.97 4.79 3.89 3.96 3.91 4.96
Silver glt 75.2 75.2 75.1 73.8 75.7 63.9 60.8 66.8 73.6
Gold glt 0.76 0.76 0.74 0.77 0.69 0.79 0.65 0.75 0.75
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 7% 7% 7% 7% 7% 7% 7% 7% 77%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 58% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 96,914 96,914 98,995 100,038 103,157 104,997 69,390 49,436 0 1,552,461
Lead Concentrate dry t 70,038 70,038 69,390 67,078 64,599 52,536 34,761 27,156 0 1,019,910
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 644 644 649 661 703 730 682 759 0 660
Gold glt 3.24 3.24 3.21 3.43 3.20 4.50 3.65 4.24 0.00 3.31
Zinc Con. Shipped (incl. 8% moisture) wet t 105,341 105,341 107,603 108,737 112,127 114,127 75,424 53,735 0 1,687,458

Lead Con. Shipped (incl. 8% moisture) wet t 76,128 76,128 75,424 72,911 70,217 57,104 37,783 29,518 0 1,108,598
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REVENUE CALCULATIONS
(in US dollars) YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Concentrate
Payment based on Lesser of:
85% k.lb 0 5,353 96,633 105,902 104,925 103,088 99,025 95,564 92,620 92,620
Or Content minus 8 units k.lb 0 0 5,309 95,853 105,047 104,078 102,256 98,225 94,792 91,872 91,872
Zinc Con. Payment kUs$ 0 0 3,186 57,512 63,028 62,447 61,354 58,935 56,875 55,123 55,123
Charges
Treatment $190 /t kUsS$ 0 0 1,064 19,211 21,054 20,860 20,495 19,687 18,999 18,414 18,414
Price Escalator >$1100/t $0.07 kUS$ 0 0 85 1,532 1,679 1,663 1,634 1,570 1,515 1,468 1,468
Penalties $5.00 /t kUS$ 0 0 28 506 554 549 539 518 500 485 485
Ocean Freight $30.00 /t kUS$ 0 0 183 3,297 3,613 3,580 3,517 3,379 3,261 3,160 3,160
Representation $5.00 /t kUs$ 0 0 28 506 554 549 539 518 500 485 485
Total Charges kUS$ 0 0 1,388 25,051 27,454 27,201 26,725 25,671 24,774 24,011 24,011
NSR on Zinc Concentrate kUS$ 0 0 1,798 32,460 35,574 35,246 34,629 33,264 32,101 31,112 31,112
NSR/t on Zinc Con. US$it $0.00 $0.00 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03
Lead Concentrate
Lead Payment based on Lesser of:
95% k.lb 0 0 3,403 79,663 84,128 86,200 89,282 97,457 92,973 88,011 88,011
Or Content minus 3 units k.lb 0 0 3,403 79,663 84,128 86,200 89,282 97,457 92,973 88,011 88,011
Lead Payment kUS$ 0 0 1,191 27,882 29,445 30,170 31,249 34,110 32,541 30,804 30,804
Silver Payment based on Lesser of:
95% kg 0 0 2,590 39,053 41,586 41,743 45,071 45,891 45,081 42,858 42,858
Or Content minus 35 grams kg 0 0 2,631 38,890 41,432 41,539 44,957 45,592 44,865 42,663 42,663
Silver Payment kUs$ 0 0 403 6,048 6,443 6,460 6,992 7,090 6,977 6,635 6,635
Gold Payment based on Lesser of:
95% kg 0 n.a. 0 212 207 185 220 220 223 215 215
Or Content minus 1 gram kg 0 n.a. -3 159 151 126 160 154 160 157 157
Gold Payment kUS$ 0 0 -25 1,487 1,413 1,178 1,496 1,440 1,496 1,463 1,463
Lead Con. Payment kUsS$ 0 0 1,568 35,417 37,301 37,808 39,736 42,640 41,014 38,901 38,901
Charges
Treatment $175 /t kUs$ 0 0 474 11,094 11,716 12,004 12,434 13,572 12,948 12,257 12,257
Price Escalator >$0.25/Ib $2.50 kUS$ 0 0 68 1,585 1,674 1,715 1,776 1,939 1,850 1,751 1,751
Silver Refining $9.00 /g kus$ 0 0 23 350 373 374 405 410 404 384 384
Gold Refining $180 /g kus$ 0 0 0 29 27 23 29 28 29 28 28
Penalties $0.00 /t kUus$ 0 0 0 0 0 0 0 0 0 0 0
Ocean Freight $30.00 /t kUs$ 0 0 88 2,067 2,183 2,237 2,317 2,529 2,413 2,284 2,284
Representation $5.00 /t kUsS$ 0 0 14 317 335 343 355 388 370 350 350
Total Charges kus$ 0 0 666 15,442 16,307 16,696 17,315 18,866 18,013 17,054 17,054
NSR on Lead Concentrate kus$ 0 0 902 19,975 20,993 21,112 22,421 23,774 23,002 21,848 21,848
NSR/t of Lead Con. US$/it $0.00 $0.00 $333.18 $315.09 $313.58 $307.77 $315.57 $306.54 $310.89 $311.94 $311.94
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Metal Prices

Zinc Concentrate

Payment based on Lesser of:

Or Content minus 8 units

Zinc Con. Payment

Charges

Treatment
Price Escalator
Penalties
Ocean Freight
Representation

Total Charges

NSR on Zinc Concentrate

NSR/t on Zinc Con.

Lead Concentrate

Lead Payment based on Lesser of:

Or Content minus 3 units

Lead Payment

Silver Payment based on Lesser of:

Or Content minus 35 grams

Silver Payment

Gold Payment based on Lesser of:

Or Content minus 1 gram

Gold Payment

Lead Con. Payment

Charges

Treatment
Price Escalator
Silver Refining
Gold Refining
Penalties
Ocean Freight
Representation

Total Charges

NSR on Lead Concentrate

NSR/t of Lead Con.

YEAR 12 13 14 15 16 17 18 19 20  TOTALS

Units
Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300
85% k.Ib 92,620 92,620 94,609 95,606 98,586 100,345 66,316 47,246 0 1,483,678
k.Ib 91,872 91,872 93,845 94,834 97,790 99,535 65,781 46,864 0 1,471,699
kUuss$ 55,123 55,123 56,307 56,900 58,674 59,721 39,468 28,118 0 883,019
$190 /t kUs$ 18,414 18,414 18,809 19,007 19,600 19,949 13,184 9,393 0 294,968
>$1100/t $0.07 kUS$ 1,468 1,468 1,500 1,515 1,563 1,590 1,051 749 0 23,516
$5.00 /t kUuss$ 485 485 495 500 516 525 347 247 0 7,762
$30.00 /t kUuss$ 3,160 3,160 3,228 3,262 3,364 3,424 2,263 1,612 0 50,624
$5.00 /t kUus$ 485 485 495 500 516 525 347 247 0 7,762
kUus$ 24,011 24,011 24,527 24,785 25,558 26,014 17,192 12,248 0 384,632
kUs$ 31,112 31,112 31,780 32,115 33,116 33,707 22,276 15,870 0 498,387
US$it $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $0.00 $321.03
95% k.Ib 88,011 88,011 87,197 84,292 81,177 66,018 43,681 34,125 0 1,281,642
k.Ib 88,011 88,011 87,197 84,292 81,177 66,018 43,681 34,125 0 1,281,642
kUus$ 30,804 30,804 30,519 29,502 28,412 23,106 15,288 11,944 0 448,575
95% kg 42,858 42,858 42,798 42,093 43,126 36,442 22,523 19,594 0 639,024
kg 42,663 42,663 42,622 41,960 43,135 36,521 22,491 19,675 0 636,960
kUus$ 6,635 6,635 6,629 6,526 6,707 5,667 3,498 3,047 0 99,025
95% kg 215 215 211 218 196 225 121 109 0 3,209
kg 157 157 153 163 142 184 92 88 0 2,358
kUuss$ 1,463 1,463 1,428 1,519 1,326 1,717 860 822 0 22,007
kUus$ 38,901 38,901 38,576 37,547 36,445 30,491 19,646 15,813 0 569,607
$175 /t kUuss$ 12,257 12,257 12,143 11,739 11,305 9,194 6,083 4,752 0 178,484
>$0.25/Ib $2.50 kUS$ 1,751 1,751 1,735 1,677 1,615 1,313 869 679 0 25,498
$9.00 /g kUus$ 384 384 384 378 388 328 202 176 0 5,731
$180 /g kUs$ 28 28 28 29 26 33 17 16 0 425
$0.00 /t kUus$ 0 0 0 0 0 0 0 0 0 0
$30.00 /t kUuss$ 2,284 2,284 2,263 2,187 2,107 1,713 1,133 886 0 33,258
$5.00 /t kUuss$ 350 350 347 335 323 263 174 136 0 5,100
kUus$ 17,054 17,054 16,899 16,345 15,763 12,844 8,478 6,645 0 248,495
kUus$ 21,848 21,848 21,677 21,202 20,681 17,647 11,167 9,168 0 321,112
US$/it $311.94 $311.94 $312.39 $316.07 $320.15 $335.90 $321.27 $337.61 $0.00 $314.84
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CAPITAL COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 11,000 9,500 0 0 0 0 0 0 0 0 0
Grizzly Shaft Sinking & Equiping k$ 0 5,500 13,000 2,000 0 0 0 0 0 0 0
Grizzly Surface & Underground Plant k$ 0 1,300 11,600 0 0 0 0 0 0 0 0
Grizzly Mobile Equipment k$ 0 0 8,100 0 0 0 0 0 0 0 0
Grum Mine Equipment k$ 0 0 0 0 0 0 0 0 0 0 0
Grum Shop and Dewatering k$ 0 0 0 0 0 0 0 0 0 0 0
Grum Preproduction Mining -  Overburden k$ 0 0 0 0 0 0 0 0 0 0 0
Waste Rock k$ 0 0 0 0 0 0 0 0 0 0 0
Faro Process Plant k$ 0 11,000 45,000 0 0 0 0 0 0 0 0
Ancillary Facilities k$ 0 4,000 21,000 0 0 0 0 0 0 0 0
Infrastructure k$ 0 11,000 9,500 0 0 0 0 0 0 0 0
Sub-total Direct Costs k$ 11,000 42,300 108,200 2,000 0 0 0 0 0 0 0
OTHER COSTS
Owner's Costs k$ 1,000 1,000 1,000 0 0 0 0 0 0 0 0
Care and Maintenance k$ 1,500 1,500 1,500 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 0 14,000 2,000 0 0 0 0 0 0
Sub-total Other Costs k$ 2,500 2,500 2,500 14,000 2,000 0 0 0 0 0 0
Replacement Capital k$ 0 0 0 0 0 950 950 950 950 950 950
Reclamation k$ 0 0 0 0 0 0 0 0 0 0 0
TOTAL CAPITAL COSTS k$ 13,500 44,800 110,700 16,000 2,000 950 950 950 950 950 950
OPERATING COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING
Pit Ore Mining 1.50 $/t k$ 0 0 0 0 0 0 0 0 0 0
Pit Waste Mining 1.20 $/t k$ 0 0 0 0 0 0 0 0 0 0
Pit Fixed Cost k$ 0 0 0 0 0 0 0 0 0 0
Grum Ore Haulage to Mill 1.90 $/t k$ 0 0 0 0 0 0 0 0 0 0
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 9,331 13,443 14,000 2,042 5,125 3,834 0 0
- R & P to 45% Extr. 33 $/t k$ 0 0 0 0 0 0 0 0 0 0
- Drift, Bench & Fill 32 $it k$ 0 0 6,400 18,240 19,200 30,133 27,315 28,494 32,000 32,000
- Drift & Bench Only 27 $it k$ 0 0 6,302 1,239 0 0 0 0 0 0
Grizzly Ore Haulage to Mill 0.00 $/t k$ 0 0 0 0 0 0 0 0 0 0
PROCESSING & GENERAL
Ore Processing Var. $t 13.06 13.06 13.00 13.00 13.00 13.00 13.00 13.00 13.00
Ore Processing k$ 0 1,306 12,642 13,000 13,000 13,000 13,000 13,000 13,000 13,000
Site Admin. & Overhead 7000 k$/a k$ 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 0 587 11,623 12,559 12,603 12,641 12,800 12,292 11,796 11,796
Reclamation Fund 1.5% k$ 0 63 1,219 1,315 1,310 1,326 1,326 1,281 1,231 1,231
TOTAL OPERATING COSTS k$ 0 8,956 54,517 66,797 67,114 66,142 66,565 65,902 65,027 65,027
Unit Operating Cost $/t Ore $89.56 $56.32 $66.80 $67.11 $66.14 $66.57 $65.90 $65.03 $65.03
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YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 0 0 0 0 0 0 0 0 0 20,500
Grizzly Shaft Sinking & Equiping k$ 0 0 0 0 0 0 0 0 0 20,500
Grizzly Surface & Underground Plant k$ 0 0 0 0 0 0 0 0 0 12,900
Grizzly Mobile Equipment k$ 0 0 0 0 0 0 0 0 0 8,100
Grum Mine Equipment k$ 0 0 0 0 0 0 0 0 0 0
Grum Shop and Dewatering k$ 0 0 0 0 0 0 0 0 0 0
Grum Preproduction Mining -  Overburden k$ 0 0 0 0 0 0 0 0 0 0
Waste Rock k$ 0 0 0 0 0 0 0 0 0 0
Faro Process Plant k$ 0 0 0 0 0 0 0 0 0 56,000
Ancillary Facilities k$ 0 0 0 0 0 0 0 0 0 25,000
Infrastructure k$ 0 0 0 0 0 0 0 0 0 20,500
Sub-total Direct Costs k$ 0 0 0 0 0 0 0 0 0 163,500
OTHER COSTS
Owner's Costs k$ 0 0 0 0 0 0 0 0 0 3,000
Care and Maintenance k$ 0 0 0 0 0 0 0 0 0 4,500
Working Capital k$ 0 0 0 0 0 0 0 0 -16,000 0
Sub-total Other Costs k$ 0 0 0 0 0 0 0 0 -16,000 7,500
Replacement Capital k$ 950 950 950 950 950 950 800 0 0 12,200
Reclamation k$ 0 0 0 0 0 0 0 0 3,000 3,000
TOTAL CAPITAL COSTS k$ 950 950 950 950 950 950 800 0  -13,000 186,200
OPERATING COST ESTIMATE
YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
MINING
Pit Ore Mining 1.50 $/t k$ 0 0 0 0 0 0 0 0 0 0
Pit Waste Mining 1.20 $/t k$ 0 0 0 0 0 0 0 0 0 0
Pit Fixed Cost k$ 0 0 0 0 0 0 0 0 0 0
Grum Ore Haulage to Mill 1.90 $/t k$ 0 0 0 0 0 0 0 0 0 0
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 0 6,678 12,338 24,791 2,035 4,954 0 98,571
- R & P to 45% Extr. 33 $/t k$ 0 0 0 0 3,171 2,216 0 0 0 5,387
- Drift, Bench & Fill 32 $/t k$ 32,000 32,000 32,000 22,627 13,635 7,184 11,200 5,420 0 349,848
- Drift & Bench Only 27 $it k$ 0 0 0 2,757 3,383 0 6,530 5,507 0 25,719
Grizzly Ore Haulage to Mill 0.00 $/t k$ 0 0 0 0 0 0 0 0 0 0
PROCESSING & GENERAL
Ore Processing Var. $it 13.00 13.00 13.00 13.00 13.00 13.00 13.81 13.81
Ore Processing k$ 13,000 13,000 13,000 13,000 13,000 13,000 8,977 7,111 0 199,035
Site Admin. & Overhead 7000 k$/a k$ 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 0 119,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 11,796 11,796 11,897 11,807 11,852 11,130 7,358 5,411 0 181,744
Reclamation Fund 15 % k$ 1,231 1,231 1,243 1,240 1,251 1,194 778 582 0 19,053
TOTAL OPERATING COSTS k$ 65,027 65,027 65,140 65,109 65,630 66,516 43,878 35,985 0 998,358
Unit Operating Cost $/t Ore $65.03 $65.03 $65.14 $65.11 $65.63 $66.52 $67.50 $69.89 $65.54
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TAX CALCULATIONS
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DEPRECIATION POOL
Opening Balance k$ 140,000 151,000 193,300 301,500 276,742 255,860 236,569 215,235 194,341 175,784 159,673
Additional Assets k$ 11,000 42,300 108,200 2,000 0 950 950 950 950 950 950
Amount Used to Defer Taxes k$ 0 0 0 26,758 20,882 20,241 22,285 21,843 19,508 17,061 17,061
Closing Balance k$ 151,000 193,300 301,500 276,742 255,860 236,569 215,235 194,341 175,784 159,673 143,561
INCOME TAX CALCULATION
Operating Profit k$ 0 0 -4,770 26,758 20,882 20,241 22,285 21,843 19,508 17,061 17,061
LESS Depreciation Allowance k$ 0 0 0 -26,758 -20,882 -20,241 -22,285  -21,843 -19,508 -17,061 -17,061
Taxable Income k$ 0 0 0 0 0 0 0 0 0 0 0
Income Tax Payable 39 % k$ 0 0 0 0 0 0 0 0 0 0 0
YUKON MINING ROYALTY
Operating Profit k$ 0 0 -4,770 26,758 20,882 20,241 22,285 21,843 19,508 17,061 17,061
LESS 15% Depreciation Allowance k$ 0 0 716 -4,014 -3,132 -3,036 -3,343 -3,276 -2,926 -2,559 -2,559
LESS Income Tax Payable k$ 0 0 0 0 0 0 0 0 0 0 0
Taxable Profit k$ 0 0 0 22,744 17,750 17,205 18,942 18,567 16,581 14,502 14,502
0 0 0 4 3 3 3 3 3 2 2
Royalty Rate (5% + 1%/$5M) k$ 0 5 5 9 8 8 8 8 8 7 7
Royalty Payments k$ 0 0 0 2,047 1,420 1,376 1,515 1,485 1,327 1,015 1,015
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TAX CALCULATIONS
YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
DEPRECIATION POOL
Opening Balance k$ 143,561 127,450 111,339 94,570 77,988 61,181 49,049 41,888 39,064
Additional Assets k$ 950 950 950 950 950 950 800 0 16,000
Amount Used to Defer Taxes k$ 17,061 17,061 17,719 17,532 17,757 13,082 7,960 2,824 0 276,636
Closing Balance k$ 127,450 111,339 94,570 77,988 61,181 49,049 41,888 39,064 55,064
INCOME TAX CALCULATION
Operating Profit k$ 17,061 17,061 17,719 17,532 17,757 13,082 7,960 2,824 0 271,866
LESS Depreciation Allowance k$ -17,061 -17,061 -17,719 -17,532 -17,757 -13,082 -7,960 -2,824 0
Taxable Income k$ 0 0 0 0 0 0 0 0 0 0
Income Tax Payable 39 % k$ 0 0 0 0 0 0 0 0 0 0
YUKON MINING ROYALTY
Operating Profit k$ 17,061 17,061 17,719 17,532 17,757 13,082 7,960 2,824 0 271,866
LESS 15% Depreciation Allowance k$ -2,559 -2,559 -2,658 -2,630 -2,663 -1,962 -1,194 -424 0
LESS Income Tax Payable k$ 0 0 0 0 0 0 0 0 0
Taxable Profit k$ 14,502 14,502 15,061 14,902 15,093 11,120 6,766 2,401 0 235,141
2 2 3 2 3 2 1 0 0
Royalty Rate (5% + 1%/$5M) k$ 7 7 8 7 8 7 6 5 5
Royalty Payments k$ 1,015 1,015 1,205 1,043 1,207 778 406 120 0 17,991
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DCF Caseslto4.Xls CASE 4 - GRUM ONLY, NEW MILL 1
SUMMARY
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
PRODUCTION
Grum Pit Ore Mined kt 0 0 1,810 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Waste rock mined kt 0 4,000 13,500 13,500 13,000 12,500 12,000 11,500 10,500 9,000 6,500
Total Mined (under operating costs) kt 0 0 15,310 15,500 15,000 14,500 14,000 13,500 12,500 11,000 8,500
Strip Ratio tht 0.0 0.0 7.5 6.8 6.5 6.3 6.0 5.8 5.3 4.5 3.3
Grizzly Underground Ore Mined kt 0 0 0 0 0 0 0 0 0 0 0
Mill Feed kt 0 368 1,810 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Head Grades Zinc % 0 3.86 4.89 4.73 4.73 4.43 4.42 4.21 3.83 3.83 3.83
Lead % 0 2.11 3.06 3.01 3.01 2.68 2.66 2.49 2.18 2.18 2.18
Silver glt 0 47.0 51.1 50.1 50.1 45.8 45.5 42.6 37.0 37.0 37.0
Gold glt 0 n.a. 0.80 0.78 0.78 0.82 0.82 0.72 0.54 0.54 0.54
Zinc Concentrate dry t 0 20,611 128,313 137,379 137,379 128,652 128,180 122,237 111,016 111,016 111,016
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 0 9,965 71,151 77,205 77,205 68,732 68,273 63,972 55,849 55,849 55,849
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 867.9 754.6 752.6 752.6 772.2 773.4 7719 768.5 768.5 768.5
Gold glt 0 n.a. 6.13 6.07 6.07 7.12 7.18 6.78 5.85 5.85 5.85
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUs$ 0 11,723 72,983 78,139 78,139 73,176 72,907 69,527 63,145 63,145 63,145
LESS Zinc Con. Charges kUS$ 0 5,106 31,790 34,036 34,036 31,874 31,757 30,285 27,505 27,505 27,505
NSR on Zinc Concentrate kus$ 0 6,617 41,193 44,103 44,103 41,301 41,150 39,242 35,640 35,640 35,640
Lead Con. Payment kUS$ 0 5,660 42,632 46,193 46,193 41,993 41,766 38,881 33,432 33,432 33,432
LESS Lead Con. Charges kus$ 0 2,442 17,431 18,912 18,912 16,861 16,750 15,689 13,686 13,686 13,686
NSR on Lead Concentrate kus$ 0 3,219 25,201 27,281 27,281 25,133 25,016 23,192 19,746 19,746 19,746
Total US dollar Revenue kus$ 0 9,835 66,394 71,384 71,384 66,434 66,166 62,433 55,385 55,385 55,385
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 0 15,245 102,910 110,645 110,645 102,972 102,557 96,772 85,847 85,847 85,847
OPERATING COSTS
Grum Pit Mining k$ 0 0 28015 28300 27700 27100 26500 25900 24700 22900 19900
Grum Ore Haulage to Mill k$ 0 0 3,439 3,800 3,800 3,800 3,800 3,800 3,800 3,800 3,800
Underground Ore Mining k$ 0 0 0 0 0 0 0 0 0 0 0
Grizzly Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 0 0
Ore Processing k$ 0 4,221 20,761 22,700 22,700 22,700 22,700 22,700 22,700 22,700 22,700
Site Admin. & Overhead k$ 0 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees k$ 0 2,160 14,093 15,161 15,161 13,946 13,880 13,156 11,789 11,789 11,789
Reclamation Fund k$ 0 229 1,544 1,660 1,660 1,545 1,538 1,452 1,288 1,288 1,288
Total Operating Costs k$ 0 6,610 74,851 78,621 78,021 76,090 75,418 74,008 71,277 69,477 66,477
Operating Profit k$ 0 8,635 28,059 32,024 32,624 26,882 27,139 22,764 14,570 16,370 19,370
CAPITAL COSTS
Direct Costs k$ 33,000 142,200 1,500 0 0 0 0 0 0 0 0
Indirect Costs k$ 2,500 2,500 0 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 19,000 0 0 0 0 0 0 0 0
Relacement Capital k$ 0 0 0 0 0 1800 1800 1800 1800 1800 1100
Reclamation k$ 0 0 0 0 0 0 0 0 0 0 0
Cash Flow before Taxes k$ -35,500 -136,065 7,559 32,024 32,624 25,082 25,339 20,964 12,770 14,570 18,270
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 0 0 0 0 0 0 0 0 0
Yukon Mining Royalty k$ 0 440 2,147 2,722 2,773 2,056 2,076 1,548 867 974 1,317
Cash Flow After Taxes k$ -35,500 -136,505 5,413 29,302 29,851 23,026 23,263 19,416 11,903 13,596 16,953
Cumulative Cash Flow k$ -35,500 -172,005 -166,592 -137,290 -107,439 -84,414 -61,151 -41,735 -29,831 -16,235 717
RESULTS NPV @ 10% k$ -42,333
NPV @ 15% k$ -57,801
NPV @ 20% k$ -66,262
IRR % 3.1%
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SUMMARY
PROJECT YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
PRODUCTION
Grum Pit Ore Mined kt 1,820 0 0 0 0 0 0 0 0 19,630
Waste rock mined kt 4,550 0 0 0 0 0 0 0 0 110,550
Total Mined (under operating costs) kt 6,370 0 0 0 0 0 0 0 0 126,180
Strip Ratio t/t 25 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 5.6
Grizzly Underground Ore Mined kt 0 0 0 0 0 0 0 0 0 0
Mill Feed kt 1,820 0 0 0 0 0 0 0 0 19,998
Head Grades Zinc % 3.83 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 4.26
Lead % 2.18 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 2.55
Silver gt 37.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 43.4
Gold gt 0.54 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.69
Zinc Concentrate dry t 101,025 0 0 0 0 0 0 0 0 1,236,824
Con. Grade Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Concentrate dry t 50,823 0 0 0 0 0 0 0 0 654,876
Con. Grade Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver gt 768.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 766.0
Gold gt 5.85 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 6.20
REVENUE
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300
Zinc Con. Payment kUus$ 57,461 0 0 0 0 0 0 0 0 703,489
LESS Zinc Con. Charges kUus$ 25,030 0 0 0 0 0 0 0 0 306,431
NSR on Zinc Concentrate kUs$ 32,432 0 0 0 0 0 0 0 0 397,058
Lead Con. Payment kUus$ 30,423 0 0 0 0 0 0 0 0 394,036
LESS Lead Con. Charges kUuss$ 12,454 0 0 0 0 0 0 0 0 160,508
NSR on Lead Concentrate kUs$ 17,969 0 0 0 0 0 0 0 0 233,528
Total US dollar Revenue kUus$ 50,401 0 0 0 0 0 0 0 0 630,586
Exchange Rate 1.55 Can$/US$
Total Revenue k$ 78,121 0 0 0 0 0 0 0 0 977,408
OPERATING COSTS
Grum Pit Mining k$ 17290 0 0 0 0 0 0 0 0 248,305
Grum Ore Haulage to Mill k$ 3,458 0 0 0 0 0 0 0 0 37,297
Underground Ore Mining k$ 0 0 0 0 0 0 0 0 0 0
Grizzly Ore Haulage to Mill k$ 0 0 0 0 0 0 0 0 0 0
Ore Processing k$ 20,857 0 0 0 0 0 0 0 0 227,439
Site Admin. & Overhead k$ 7,000 0 0 0 0 0 0 0 0 70,000
Conc. Haul & Port Fees k$ 10,728 0 0 0 0 0 0 0 0 133,653
Reclamation Fund k$ 1,172 0 0 0 0 0 0 0 0 14,661
Total Operating Costs k$ 60,505 0 0 0 0 0 0 0 0 731,355
Operating Profit k$ 17,615 0 0 0 0 0 0 0 0 246,054
CAPITAL COSTS
Direct Costs k$ 0 0 0 0 0 0 0 0 0 176,700
Indirect Costs k$ 0 0 0 0 0 0 0 0 0 5,000
Working Capital k$ 0 -19,000 0 0 0 0 0 0 0 0
Relacement Capital k$ 0 0 0 0 0 0 0 0 0 10100
Reclamation k$ 0 3000 0 0 0 0 0 0 0 3000
Cash Flow before Taxes k$ 17,615 16,000 0 0 0 0 0 0 0 51,254
TAXES AND ROYALTIES
Corporate Income Tax 39 % k$ 0 0 0 0 0 0 0 0 0 0
Yukon Mining Royalty k$ 1,048 0 0 0 0 0 0 0 0 17,969
Cash Flow After Taxes k$ 16,567 16,000 0 0 0 0 0 0 0 33,285
Cumulative Cash Flow k$ 17,285 33,285 33,285 33,285 33,285 33,285 33,285 33,285 33,285
RESULTS NPV @ 10% k$
NPV @ 15% k$
NPV @ 20% k$

IRR

%
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PRODUCTION
PROJECT YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING PLAN
Grum Pit Ore kt 0 0 1,810 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Overburden mined (wall failure) kt 9880 0 0 0 0 0 0 0 0 0
Waste rock mined kt 4,000 13,500 13,500 13,000 12,500 12,000 11,500 10,500 9,000 6,500
Total Mined (under operating costs) kt 15310 15500 15000 14500 14000 13500 12500 11000 8500
Strip Ratio tht 7.5 6.8 6.5 6.3 6.0 5.8 5.3 4.5 3.3
Mined Grades Zinc % 4.89 4.73 4.73 4.43 4.42 4.21 3.83 3.83 3.83
Lead % 3.1 3.0 3.0 2.7 2.7 25 2.2 2.2 2.2
Silver glt 51.1 50.1 50.1 45.8 45.5 42.6 37.0 37.0 37.0
Gold glt 0.8 0.8 0.8 0.8 0.8 0.7 0.5 0.5 0.5
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 0 0 0 0 0 0 0 0
R & P without 2nd Pass 45% kt 0 0 0 0 0 0 0 0 0 0 0
Drift, Bench & Fill 85% kt 0 0 0 0 0 0 0 0 0 0 0
Drift & Bench Only 45% kt 0 0 0 0 0 0 0 0 0 0 0
Total Ore Mined kt 0 0 0 0 0 0 0 0 0 0 0
Mined Grades Zinc %
Lead %
Silver glt
Gold glt
Stockpile, Remove (Add) kt 0 368 0 0 0 0 0 0 0 0 0
Stockpile Grades Zinc % 3.86
Lead % 211
Silver glt 47.0
Gold glt n.a.
PROCESSING PLAN
Mill Feed kt 0 368 1,810 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Head Grades Zinc % 0 3.86 4.89 4.73 4.73 4.43 4.42 4.21 3.83 3.83 3.83
Lead % 0 2.11 3.06 3.01 3.01 2.68 2.66 2.49 2.18 2.18 2.18
Silver glt 0 47.0 51.1 50.1 50.1 45.8 45.5 42.6 37.0 37.0 37.0
Gold glt n.a. 0.80 0.78 0.78 0.82 0.82 0.72 0.54 0.54 0.54
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 7% 77% 77% 77% 77% 77% 77% 77% 77% 77%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 50% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 0 20,611 128,313 137,379 137,379 128,652 128,180 122,237 111,016 111,016 111,016
Lead Concentrate dry t 0 9,965 71,151 77,205 77,205 68,732 68,273 63,972 55,849 55,849 55,849
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver glt 0 868 755 753 753 772 773 772 769 769 769
Gold glt 0 n.a. 6.13 6.07 6.07 7.12 7.18 6.78 5.85 5.85 5.85
Zinc Con. Shipped (incl. 8% moisture) wet t 0 22,403 139,471 149,325 149,325 139,839 139,326 132,867 120,670 120,670 120,670
Lead Con. Shipped (incl. 8% moisture) wet t 0 10,831 77,339 83,919 83,919 74,709 74,210 69,535 60,706 60,706 60,706
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PRODUCTION
PROJECT YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
MINING PLAN
Grum Pit Ore kt 1,820 0 0 0 0 0 0 0 0 19630
Overburden mined (wall failure) kt 0 0 0 0 0 0 0 0 0 9880
Waste rock mined kt 4,550 0 0 0 0 0 0 0 0 110550
Total Mined (under operating costs) kt 6370 0 0 0 0 0 0 0 0 126180
Strip Ratio tht 25 5.6
Mined Grades Zinc % 3.83 4.27
Lead % 2.2 2.56
Silver glt 37.0 43.3
Gold glt 0.5 0.69
Grizzly Underground Ore
Room & Pillar 70% kt 0 0 0 0 0 0 0 0 0 0
R & P without 2nd Pass 45% kt 0 0 0 0 0 0 0 0 0 0
Drift, Bench & Fill 85% kt 0 0 0 0 0 0 0 0 0 0
Drift & Bench Only 45% kt 0 0 0 0 0 0 0 0 0 0
Total Ore Mined kt 0 0 0 0 0 0 0 0 0 0
Mined Grades Zinc % 6.49
Lead % 5.03
Silver glt 74.3
Gold glt 0.76
Stockpile, Remove (Add) kt 0 0 0 0 0 0 0 0 0 368
Stockpile Grades Zinc % 3.86
Lead % 211
Silver glt 47.0
Gold glt n.a.
PROCESSING PLAN
Mill Feed kt 1,820 0 0 0 0 0 0 0 0 19,998
Head Grades Zinc % 3.83 4.26
Lead % 2.18 2.55
Silver glt 37.0 43.4
Gold gt 0.54 0.69
Recoveries Zinc Grum % 74% 74% 74% 74% 74% 74% 74% 74% 74% 74%
Zinc Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Lead Grum % 77% 77% 7% 77% 77% 77% 77% 77% 77% T7%
Lead Grizzly % 81% 81% 81% 81% 81% 81% 81% 81% 81% 81%
Silver Grum % 58% 58% 58% 58% 58% 58% 58% 58% 58% 58%
Silver Grizzly % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Gold Both % 30% 30% 30% 30% 30% 30% 30% 30% 30% 30%
Concentrate Produced
Zinc Concentrate dry t 101,025 0 0 0 0 0 0 0 0 1,236,824
Lead Concentrate dry t 50,823 0 0 0 0 0 0 0 0 654,876
Zinc Con. Grades Zinc % 51% 51% 51% 51% 51% 51% 51% 51% 51% 51%
Lead Con. Grades Lead % 60% 60% 60% 60% 60% 60% 60% 60% 60% 60%
Silver gt 769 0 0 0 0 0 0 0 0 766
Gold glt 5.85 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 6.20
Zinc Con. Shipped (incl. 8% moisture) wet t 109,809 0 0 0 0 0 0 0 0 1,344,374

Lead Con. Shipped (incl. 8% moisture) wet t 55,242 0 0 0 0 0 0 0 0 711,821



DIAND, Faro Site, NWT

FARO DCF ANALYSIS

12 Feb.2002

DCF Caseslto4.Xls CASE 4 - GRUM ONLY, NEW MILL 5
REVENUE CALCULATIONS
(in US dollars) YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
Metal Prices Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300 300
Zinc Concentrate
Payment based on Lesser of:
85% k.lb 0 19,698 122,628 131,292 131,292 122,952 122,500 116,822 106,097 106,097 106,097
Or Content minus 8 units k.lb 0 19,539 121,638 130,232 130,232 121,959 121,511 115,878 105,241 105,241 105,241
Zinc Con. Payment kUs$ 0 11,723 72,983 78,139 78,139 73,176 72,907 69,527 63,145 63,145 63,145
Charges
Treatment $190 /t kUsS$ 0 3,916 24,380 26,102 26,102 24,444 24,354 23,225 21,093 21,093 21,093
Price Escalator >$1100/t $0.07 kUS$ 0 312 1,944 2,081 2,081 1,949 1,942 1,852 1,682 1,682 1,682
Penalties $5.00 /t kUS$ 0 103 642 687 687 643 641 611 555 555 555
Ocean Freight $30.00 /t kUS$ 0 672 4,184 4,480 4,480 4,195 4,180 3,986 3,620 3,620 3,620
Representation $5.00 /t kUs$ 0 103 642 687 687 643 641 611 555 555 555
Total Charges kUS$ 0 5,106 31,790 34,036 34,036 31,874 31,757 30,285 27,505 27,505 27,505
NSR on Zinc Concentrate kUS$ 0 6,617 41,193 44,103 44,103 41,301 41,150 39,242 35,640 35,640 35,640
NSR/t on Zinc Con. US$it $0.00 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03 $321.03
Lead Concentrate
Lead Payment based on Lesser of:
95% k.lb 0 12,522 89,411 97,018 97,018 86,370 85,794 80,389 70,182 70,182 70,182
Or Content minus 3 units k.lb 0 12,522 89,411 97,018 97,018 86,370 85,794 80,389 70,182 70,182 70,182
Lead Payment kUS$ 0 4,383 31,294 33,956 33,956 30,230 30,028 28,136 24,564 24,564 24,564
Silver Payment based on Lesser of:
95% kg 0 8,216 51,006 55,199 55,199 50,422 50,163 46,913 40,777 40,777 40,777
Or Content minus 35 grams kg 0 8,299 51,200 55,402 55,402 50,670 50,414 47,143 40,968 40,968 40,968
Silver Payment kUs$ 0 1,278 7,932 8,584 8,584 7,841 7,801 7,296 6,341 6,341 6,341
Gold Payment based on Lesser of:
95% kg 0 n.a. 414 445 445 465 466 412 310 310 310
Or Content minus 1 gram kg 0 n.a. 365 391 391 420 422 370 271 271 271
Gold Payment kUS$ 0 0 3,406 3,652 3,652 3,922 3,937 3,449 2,527 2,527 2,527
Lead Con. Payment kUsS$ 0 5,660 42,632 46,193 46,193 41,993 41,766 38,881 33,432 33,432 33,432
Charges
Treatment $175 /t kUs$ 0 1,744 12,452 13,511 13,511 12,028 11,948 11,195 9,774 9,774 9,774
Price Escalator >$0.25/Ib $2.50 kUS$ 0 249 1,779 1,930 1,930 1,718 1,707 1,599 1,396 1,396 1,396
Silver Refining $9.00 /g kus$ 0 74 459 497 497 454 451 422 367 367 367
Gold Refining $180 /g kus$ 0 0 66 70 70 76 76 67 49 49 49
Penalties $0.00 /t kUus$ 0 0 0 0 0 0 0 0 0 0 0
Ocean Freight $30.00 /t kUs$ 0 325 2,320 2,518 2,518 2,241 2,226 2,086 1,821 1,821 1,821
Representation $5.00 /t kUsS$ 0 50 356 386 386 344 341 320 279 279 279
Total Charges kus$ 0 2,442 17,431 18,912 18,912 16,861 16,750 15,689 13,686 13,686 13,686
NSR on Lead Concentrate kus$ 0 3,219 25,201 27,281 27,281 25,133 25,016 23,192 19,746 19,746 19,746
NSR/t of Lead Con. US$/it $0.00 $323.01 $354.19 $353.36 $353.36 $365.66 $366.41 $362.53 $353.55 $353.55 $353.55
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Metal Prices

Zinc Concentrate

Payment based on Lesser of:

Or Content minus 8 units

Zinc Con. Payment

Charges

Treatment
Price Escalator
Penalties
Ocean Freight
Representation

Total Charges

NSR on Zinc Concentrate

NSR/t on Zinc Con.

Lead Concentrate

Lead Payment based on Lesser of:

Or Content minus 3 units

Lead Payment

Silver Payment based on Lesser of:

Or Content minus 35 grams

Silver Payment

Gold Payment based on Lesser of:

Or Content minus 1 gram

Gold Payment

Lead Con. Payment

Charges

Treatment
Price Escalator
Silver Refining
Gold Refining
Penalties
Ocean Freight
Representation

Total Charges

NSR on Lead Concentrate

NSR/t of Lead Con.

YEAR 12 13 14 15 16 17 18 19 20  TOTALS

Units
Zinc 0.60 US$/Ib 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Lead 0.35 US$/Ib 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35 0.35
Silver 5.00 US$/oz 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Gold 300 US$/oz 300 300 300 300 300 300 300 300 300 300
85% k.Ib 96,549 0 0 0 0 0 0 0 0 1,182,025
k.Ib 95,769 0 0 0 0 0 0 0 0 1,172,482
kUuss$ 57,461 0 0 0 0 0 0 0 0 703,489
$190 /t kUs$ 19,195 0 0 0 0 0 0 0 0 234,997
>$1100/t $0.07 kUS$ 1,530 0 0 0 0 0 0 0 0 18,735
$5.00 /t kUuss$ 505 0 0 0 0 0 0 0 0 6,184
$30.00 /t kUuss$ 3,294 0 0 0 0 0 0 0 0 40,331
$5.00 /t kUus$ 505 0 0 0 0 0 0 0 0 6,184
kUus$ 25,030 0 0 0 0 0 0 0 0 306,431
kUs$ 32,432 0 0 0 0 0 0 0 0 397,058
US$it $321.03 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $321.03
95% k.Ib 63,865 0 0 0 0 0 0 0 0 822,931
k.Ib 63,865 0 0 0 0 0 0 0 0 822,931
kUus$ 22,353 0 0 0 0 0 0 0 0 288,026
95% kg 37,107 0 0 0 0 0 0 0 0 476,554
kg 37,281 0 0 0 0 0 0 0 0 478,715
kUus$ 5771 0 0 0 0 0 0 0 0 74,112
95% kg 282 0 0 0 0 0 0 0 0 3,860
kg 246 0 0 0 0 0 0 0 0 3,418
kUuss$ 2,299 0 0 0 0 0 0 0 0 31,898
kUus$ 30,423 0 0 0 0 0 0 0 0 394,036
$175 /t kUuss$ 8,894 0 0 0 0 0 0 0 0 114,603
>$0.25/Ib $2.50 kUS$ 1,271 0 0 0 0 0 0 0 0 16,372
$9.00 /g kUus$ 334 0 0 0 0 0 0 0 0 4,289
$180 /g kUs$ 44 0 0 0 0 0 0 0 0 615
$0.00 /t kUus$ 0 0 0 0 0 0 0 0 0 0
$30.00 /t kUuss$ 1,657 0 0 0 0 0 0 0 0 21,355
$5.00 /t kUuss$ 254 0 0 0 0 0 0 0 0 3,274
kUus$ 12,454 0 0 0 0 0 0 0 0 160,508
kUus$ 17,969 0 0 0 0 0 0 0 0 233,528
US$/it $353.55 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $356.60
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CAPITAL COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 0 0 0 0 0 0 0 0 0 0 0
Grizzly Shaft Sinking & Equiping k$ 0 0 0 0 0 0 0 0 0 0 0
Grizzly Surface & Underground Plant k$ 0 0 0 0 0 0 0 0 0 0 0
Grizzly Mobile Equipment k$ 0 0 0 0 0 0 0 0 0 0 0
Grum Mine Equipment k$ 9,500 23,500 1,500 0 0 0 0 0 0 0 0
Grum Shop and Dewatering k$ 5,500 0 0 0 0 0 0 0 0 0 0
Grum Preproduction Mining -  Overburden k$ 0 10,500 0 0 0 0 0 0 0 0 0
Waste Rock k$ 0 7,200 0 0 0 0 0 0 0 0 0
Faro Process Plant k$ 18000 70,000 0 0 0 0 0 0 0 0 0
Ancillary Facilities k$ 0 22500 0 0 0 0 0 0 0 0 0
Infrastructure k$ 0 8,500 0 0 0 0 0 0 0 0 0
Sub-total Direct Costs k$ 33,000 142,200 1,500 0 0 0 0 0 0 0 0
OTHER COSTS
Owner's Costs k$ 1,000 1,000 0 0 0 0 0 0 0 0 0
Care and Maintenance k$ 1,500 1,500 0 0 0 0 0 0 0 0 0
Working Capital k$ 0 0 19000 0 0 0 0 0 0 0 0
Sub-total Other Costs k$ 2,500 2,500 19,000 0 0 0 0 0 0 0 0
Replacement Capital k$ 0 0 0 0 0 1800 1800 1800 1800 1800 1100
Reclamation k$ 0 0 0 0 0 0 0 0 0 0 0
TOTAL CAPITAL COSTS k$ 33,000 142,200 1,500 0 0 1,800 1,800 1,800 1,800 1,800 1,100
OPERATING COST ESTIMATE
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
MINING
Pit Ore Mining 1.50 $/t k$ 0 2,715 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Pit Waste Mining 1.20 $/t k$ 0 16,200 16,200 15,600 15,000 14,400 13,800 12,600 10,800 7,800
Pit Fixed Cost k$ 0 9,100 9,100 9,100 9,100 9,100 9,100 9,100 9,100 9,100
Grum Ore Haulage to Mill 1.90 $/t k$ 0 3,439 3,800 3,800 3,800 3,800 3,800 3,800 3,800 3,800
U/g Ore Mining - R & P (70%) 35 $it k$ 0 0 0 0 0 0 0 0 0 0
- R & P to 45% Extr. 33 $/t k$ 0 0 0 0 0 0 0 0 0 0
- Drift, Bench & Fill 32 $it k$ 0 0 0 0 0 0 0 0 0 0
- Drift & Bench Only 27 $it k$ 0 0 0 0 0 0 0 0 0 0
Grizzly Ore Haulage to Mill 0 $/t k$ 0 0 0 0 0 0 0 0 0 0
PROCESSING & GENERAL
Ore Processing Var. $it 11.47 11.47 11.35 11.35 11.35 11.35 11.35 11.35 11.35 11.35
Ore Processing k$ 4,221 20,761 22,700 22,700 22,700 22,700 22,700 22,700 22,700 22,700
Site Admin. & Overhead 7000 k$/a k$ 0 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 2,160 14,093 15,161 15,161 13,946 13,880 13,156 11,789 11,789 11,789
Reclamation Fund 1.5% k$ 229 1,544 1,660 1,660 1,545 1,538 1,452 1,288 1,288 1,288
TOTAL OPERATING COSTS k$ 6,610 74,851 78,621 78,021 76,090 75,418 74,008 71,277 69,477 66,477
Unit Operating Cost $/t Ore $17.96 $41.35 $39.31 $39.01 $38.05 $37.71 $37.00 $35.64 $34.74 $33.24
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YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
DIRECT COSTS (Incl. Contingency & EPCM)
Grizzly Ramp Access and Development k$ 0 0 0 0 0 0 0 0 0 0
Grizzly Shaft Sinking & Equiping k$ 0 0 0 0 0 0 0 0 0 0
Grizzly Surface & Underground Plant k$ 0 0 0 0 0 0 0 0 0 0
Grizzly Mobile Equipment k$ 0 0 0 0 0 0 0 0 0 0
Grum Mine Equipment k$ 0 0 0 0 0 0 0 0 0 34,500
Grum Shop and Dewatering k$ 0 0 0 0 0 0 0 0 0 5,500
Grum Preproduction Mining -  Overburden k$ 0 0 0 0 0 0 0 0 0 10,500
Waste Rock k$ 0 0 0 0 0 0 0 0 0 7,200
Faro Process Plant k$ 0 0 0 0 0 0 0 0 0 88,000
Ancillary Facilities k$ 0 0 0 0 0 0 0 0 0 22,500
Infrastructure k$ 0 0 0 0 0 0 0 0 0 8,500
Sub-total Direct Costs k$ 0 0 0 0 0 0 0 0 0 176,700
OTHER COSTS
Owner's Costs k$ 0 0 0 0 0 0 0 0 0 2,000
Care and Maintenance k$ 0 0 0 0 0 0 0 0 0 3,000
Working Capital k$ 0 -19000 0 0 0 0 0 0 0 0
Sub-total Other Costs k$ 0 -19,000 0 0 0 0 0 0 0 5,000
Replacement Capital k$ 0 0 0 0 0 0 0 0 0 10,100
Reclamation k$ 0 3000 0 0 0 0 0 0 0 3,000
TOTAL CAPITAL COSTS k$ 0 3,000 0 0 0 0 0 0 0 189,800
OPERATING COST ESTIMATE
YEAR 12 13 14 15 16 17 18 19 20  TOTALS
Units
MINING
Pit Ore Mining 1.50 $/t k$ 2,730 0 0 0 0 0 0 0 0 29,445
Pit Waste Mining 1.20 $/t k$ 5,460 0 0 0 0 0 0 0 0 127,860
Pit Fixed Cost k$ 9,100 0 0 0 0 0 0 0 0 91,000
Grum Ore Haulage to Mill 1.90 $/t k$ 3,458 0 0 0 0 0 0 0 0 37,297
U/g Ore Mining - R & P (70%) 35 $/t k$ 0 0 0 0 0 0 0 0 0 0
- R & P to 45% Extr. 33 $/t k$ 0 0 0 0 0 0 0 0 0 0
- Drift, Bench & Fill 32 $/t k$ 0 0 0 0 0 0 0 0 0 0
- Drift & Bench Only 27 $it k$ 0 0 0 0 0 0 0 0 0 0
Grizzly Ore Haulage to Mill 0 $/t k$ 0 0 0 0 0 0 0 0 0 0
PROCESSING & GENERAL
Ore Processing Var. St 11.46
Ore Processing k$ 20,857 0 0 0 0 0 0 0 0 227,439
Site Admin. & Overhead 7000 k$/a k$ 7,000 0 0 0 0 0 0 0 0 70,000
Conc. Haul & Port Fees 65 $/t (wet) k$ 10,728 0 0 0 0 0 0 0 0 133,653
Reclamation Fund 1.5 % k$ 1,172 0 0 0 0 0 0 0 0 14,661
TOTAL OPERATING COSTS k$ 60,505 0 0 0 0 0 0 0 0 731,355
Unit Operating Cost $/t Ore $33.24 $36.57
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TAX CALCULATIONS
YEAR 1 2 3 4 5 6 7 8 9 10 11
Units
DEPRECIATION POOL
Opening Balance k$ 140,000 170,500 301,565 256,006 223,981 191,357 166,275 140,936 119,972 107,202 92,632
Additional Assets k$ 30,500 139,700 -17,500 0 0 1,800 1,800 1,800 1,800 1,800 1,100
Amount Used to Defer Taxes k$ 0 8,635 28,059 32,024 32,624 26,882 27,139 22,764 14,570 16,370 19,370
Closing Balance k$ 170,500 301,565 256,006 223,981 191,357 166,275 140,936 119,972 107,202 92,632 74,362
INCOME TAX CALCULATION
Operating Profit k$ 0 8,635 28,059 32,024 32,624 26,882 27,139 22,764 14,570 16,370 19,370
LESS Depreciation Allowance k$ 0 -8,635 -28,059 -32,024 -32,624 -26,882  -27,139  -22,764 -14,570 -16,370  -19,370
Taxable Income k$ 0 0 0 0 0 0 0 0 0 0 0
Income Tax Payable 39 % k$ 0 0 0 0 0 0 0 0 0 0 0
YUKON MINING ROYALTY
Operating Profit k$ 0 8,635 28,059 32,024 32,624 26,882 27,139 22,764 14,570 16,370 19,370
LESS 15% Depreciation Allowance k$ 0 -1,295 -4,209 -4,804 -4,894 -4,032 -4,071 -3,415 -2,185 -2,455 -2,905
LESS Income Tax Payable k$ 0 0 0 0 0 0 0 0 0 0 0
Taxable Profit k$ 0 7,340 23,851 27,221 27,731 22,850 23,068 19,350 12,384 13,914 16,464
0 1 4 5 5 4 4 3 2 2 3
Royalty Rate (5% + 1%/$5M) k$ 0 6 9 10 10 9 9 8 7 7 8
Royalty Payments k$ 0 440 2,147 2,722 2,773 2,056 2,076 1,548 867 974 1,317
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TAX CALCULATIONS
YEAR 12 13 14 15 16 17 18 19 20 TOTALS
Units
DEPRECIATION POOL
Opening Balance k$ 74,362 56,746 78,746 78,746 78,746 78,746 78,746 78,746 78,746
Additional Assets k$ 0 22,000 0 0 0 0 0 0 0
Amount Used to Defer Taxes k$ 17,615 0 0 0 0 0 0 0 0 246,054
Closing Balance k$ 56,746 78,746 78,746 78,746 78,746 78,746 78,746 78,746 78,746
INCOME TAX CALCULATION
Operating Profit k$ 17,615 0 0 0 0 0 0 0 0 246,054
LESS Depreciation Allowance k$ -17,615 0 0 0 0 0 0 0 0
Taxable Income k$ 0 0 0 0 0 0 0 0 0 0
Income Tax Payable 39 % k$ 0 0 0 0 0 0 0 0 0 0
YUKON MINING ROYALTY
Operating Profit k$ 17,615 0 0 0 0 0 0 0 0 246,054
LESS 15% Depreciation Allowance k$ -2,642 0 0 0 0 0 0 0 0
LESS Income Tax Payable k$ 0 0 0 0 0 0 0 0 0
Taxable Profit k$ 14,973 0 0 0 0 0 0 0 0 209,146
2 0 0 0 0 0 0 0 0
Royalty Rate (5% + 1%/$5M) k$ 7 5 5 5 5 5 5 5 5
Royalty Payments k$ 1,048 0 0 0 0 0 0 0 0 17,969



