
BLACKDOME BLACKDOME MINING CORPORATION 

P.O. Box 2010 
120 Adelaide Street West. Suite 2010 
Toronto, Ontario M5H 1T1 
Telephone: (416) 869-0574 
Telecopier: (416) 869-3651 

521090 

A p r i l 7 1989 

TO: THE DIRECTORS 
BLACKDOME MINING CORPORATION 

RE: LAC MINERALS LIMITED - HANK PROJECT 

A t t a c h e d i s a summary o f i n f o r m a t i o n r e g a r d i n g LAC M i n e r a l ' s "Hank 
P r o j e c t " i n n o r t h e r n B r i t i s h C o l u m b i a . The b u l k o f the $2.0 m i l l i o n 
( i n c l u d e s 82 d r i l l h o l e s 33,722 ( f t ) ) s p e n t by LAC t o d a t e has been 
d i r e c t e d a t t h e low grade "upper" a l t e r a t i o n zone. O n l y n i n e h o l e s 
have been co m p l e t e d i n the p a r a l l e l " l o w e r " a l t e r a t i o n zone where we 
f e e l t h e g r e a t e s t p o t e n t i a l e x i s t s . G i l e s P e a t f i e l d has c o m p l e t e d a 
" p r e l i m i n a r y " r e v i e w and assessment o f t h e d a t a which i s i n c l u d e d . 
A l o n g i t u d i n a l s e c t i o n p r e p a r e d by G i l e s shows e x c e p t i o n a l i n t e r c e p t s 
i n f o u r o f t h e d r i l l h o l e s o v e r a s t r i k e l e n g t h t h a t would p e r m i t t h e 
e x i s t e n c e o f a r e l a t i v e l y l a r g e orebody ( o r s e v e r a l s m a l l o n e s ) . The 
app a r e n t p e r v a s i v e n e s s o f t h e v a l u e s and t h e w i d t h o f the i n t e r c e p t s 
make t h i s p r o p e r t y an e x t r e m e l y a t t r a c t i v e advanced s t a g e e x p l o r a t i o n 
p r o j e c t . 
We met w i t h LAC on F r i d a y , A p r i l 7, 1989 t o d i s c u s s p o s s i b l e agreement 
ter m s . LAC c u r r e n t l y has t h r e e o f f e r s f o r t h e p r o p e r t y , o n l y one o f 
which we c o n s i d e r t o be t r u l y c o m p e t i t i v e . Our d i s c u s s i o n s w i t h LAC 
i n d i c a t e s t h a t w h i l e t h e e x p e n d i t u r e s l e v e l s a r e i m p o r t a n t , a s i g n i 
f i c a n t f a c t o r i n a r r i v i n g a t a d e c i s i o n w i l l be t h e competence o f t h e 
p o t e n t i a l j o i n t v e n t u r e p a r t n e r . I b e l i e v e Blackdome has t h e edge i n 
t h i s r e s p e c t . 
The s u g g e s t e d terms f o r agreement w i t h which LAC appeared t o be 
co m f o r t a b l e w i t h a r e as f o l l o w s : 
o Blackdome t o e a r n a 50% w o r k i n g i n t e r e s t by s p e n d i n g $3.5 m i l l i o n 

as f o l l o w s : 

o Blackdome t o be o p e r a t o r t h r o u g h f e a s i b i l i t y . 
o Comfort words t o be b u i l t i n t o t h e agreement t h a t would g i v e LAC 

t h e o p p o r t u n i t y t o be o p e r a t o r d e p e n d i n g on t h e magnitude o f t h e 
p r o j e c t . 

1989 
1990 
1991 

$750,000 
$750,000 
$2,000,000 
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ft 

o P r o j e c t r e v i e w c o m i t t e e t o be formed upon e x e c u t i o n o f j o i n t 
v e n t u r e agreement. 

o Blackdome t o have d e c i d i n g v o t e d u r i n g e a r n - i n p e r i o d . 
o Deemed e x p e n d i t u r e s f o r d i l u t i o n p urposes t o be 50/50 s p l i t o f 

t o t a l e x p e n d i t u r e s i . e . $3,500,000 + $2,000,000 = $2,750,000. 
2 

o P a r t y s u f f e r i n g d i l u t i o n below 15% w o r k i n g i n t e r e s t w i l l c o n v e r t 
t o a Net S m e l t e r R e t u r n . 

o S t a n d a r d j o i n t v e n t u r e p r o v i s i o n s t o be i n c l u d e d i n f i n a l 
agreement. 

o W i l l l i k e l y have t o a g r e e t o some a r e a o f common i n t e r e s t . 
o Blackdome t o p r e p a r e i n i t i a l d r a f t o f t h e J o i n t V e n t u r e Agreement. 

I b e l i e v e t h i s p r o j e c t p r o v i d e s an e x c e l l e n t o p p o r t u n i t y f o r Blackdome 
t o advance i t s growth s t r a t e g y . 
With t h e c o n c u r r e n c e o f t h e D i r e c t o r s , I would l i k e t o make a f o r m a l 
p r o p o s a l o f the above terms t o LAC by Tuesday, A p r i l 11, 1989, w i t h t h e 
view t o d e v e l o p i n g a l e t t e r o f i n t e n t as soon as LAC makes t h e i r 
d e c i s i o n . 
I w i l l c a l l each o f you Monday, A p r i l 10th, t o d i s c u s s any q u e s t i o n s 
you may have. 

J . S c o t t D r e v e r 
P r e s i d e n t 





LOCATION MAP 

1) Johnny Mountain - S k y l i n e G o l d Corp.(100%) 
Geological Reserves (D. S. Robertson) - 686 s000 tons @ 0.57 opt 
(0.30 cutoff) 

2) SNIP J/V - Cominco (60%) Delaware (40%) 
Mineable Reserves ( indicated/inferred) - 1,570,000 tons @ 0.64 opt 
(includes 25% d i l u t i on and cut to 5 oz.) 

3) S u l p h u r e t s J/V - Newhawk (60%) Granduc (40%) 
Mineable Reserves (measured/indicated/inferred) - 854,072 tons @ 
0.354 opt Au and 22.94 opt Ag (0.20 Au cutoff) 



LAC MINERALS LIMITED 
HANK PROJECT 

GEOLOGICAL RESERVES 
Lower A l t e r a t i o n Zone  
Hanging Wall Zone 
Hole No. Grade Core Length True Width (75%) 

(ounces/ton) ( f e e t ) ( f e e t ) 
87- 3 0.64 10.0 7.5 
88- 4 0.53 9.2 6.9 
88-6 1.92 6.5 4.9 
88-22 0.15 8.2 6.2 
Weighted Average 0.75 8.5 6.4 

Total s t r i k e length 6,200' 
P r o d u c t i v i t y (25%) 1,500' 
Depth 850' 
Width (75% of core length) 6.5' 
Tonnage (12 c u . f t / t o n ) 690,000 
Grade (ounces/ton) 0.74 
Gold content 510,000 

Footwall Zone 
Hole No. Grade Core Length True Width (60%) 

(ounces/ton) ( f e e t ) ( f e e t ) 
88-4 0.61 17.1 10.0 
Length (50% of Hanging wall) 750' 
Depth 700' 
Width (60% of core length) 10' 
Tonnage (12 c u . f t / t o n ) 437,500 
Grade (ounces/ton) 0.61 
Gold content 269,000 
Total Tons 1,127,500 
Average grade 0.69 
Gold content 779,000 oz. 

• 2/ 
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MODEL ASSUMPTIONS 
Base Case: 

Production r a t e 
Mineable Reserves (60% of g e o l o g i c a l tons) 
Grade (94% of weighted average) 
Recovery (93% f i r s t year) 
C a p i t a l Cost 

E x p l o r a t i o n (To F e a s i b i l i t y ) 
F e a s i b i l i t y and preproduction 
Plant F a c i l i t i e s 

Operating cost per ton 
Ongoing c a p i t a l 
Ongoing e x p l o r a t i o n 
Gold p r i c e (US$400) 
Mine l i f e 

Case I 
Operating cost per ton 

Case II 
Production r t e 
Plant c a p i t a l 
Reserves (72% of g e o l o g i c a l tons) 
Mine l i f e 

ECONOMIC SUMMARY 

250 T.P.D. 
676,500 

0.65 
95% 

$3.5 m i l l ion 
$5.0 m i l l ion 
$20.0 m i l l i o n 
$160 m i l l i o n 
$1.1 mil 1 ion 
$3.0 m i l l ion 
$480 
7.5 years 

$200 

500 T.P.D. 
$24.0 m i l l i o n 

810,000 tons 
4.5 years 

N.P.V. (1) 
(15% Discount) 

PRE TAX 
R.O.R 

PAY 0UT(2) 
(Years) 

CUMULATIVE 
Cash Flow 

Base Case $10.8M 23.4% 2.8 $55.9M 
Case I $-3.8M 11.7% 4.2 $28.4M 
Case II $23.5M 35.3% 2.4 $65.1M 

(1) Preproduction expenditures were e s c a l a t e d at 15% to 1991. Cash 
flow subsequent to 1991 was discounted at 15%. "Present Value" i s 
t h e r e f o r e at end of 1991. 

(2) Payout c a l c u l a t e d from commencement of production. 

04.07.89 



Alternate Case -Using 500 tpd B i l l M I PKOJBC?,B.C. 

ISIS 
Prodnction Stats 1989 1)90 1991 1992 1993 1994 1995 1996 1997 1998 1999 Total 

Tons t i l l e d I 500 tpd 0 0 0 90,000 180,000 180,000 180,000 180,000 0 0 0 810,000 

Grade (oz/ton In) 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 

Becovery (*) 93* 95* 95* 95* 95* 95* 95* 95* 

60Id prodnction (oz) 54,405 111,150 111,150 111,150 111,150 0 0 0 499,005 

Gold p r i c e - US $100 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 
CDI $400 $480 $480 $480 $480 $480 $480 $480 $480 $480 $480 

Exchange rate 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

levennes (000's) 0 0 0 26,114 53,352 53,352 53,352 53,352 0 0 0 

Operating costs ($l(0/ton) 0 0 0 14,400 28,800 28,800 28,800 28,800 0 0 0 

Exp l o r a t i o n 750 2,000 750 500 500 500 500 0 0 0 0 

C a p i t a l 0 2,000 22,000 5,000 200 200 0 0 0 0 0 

Total Cost 750 4,000 22,750 19,900 29,500 29,500 29,300 28,800 0 0 0 

Operating cash flow (750) (4,000) (22,750) (,214 23,852 23,852 24,052 24,552 0 0 0 

Taxes 0 0 0 1,813 (,(72 (,(47 (,(47 (,837 0 0 0 

l e t Cash Plow (750) (4,000) (22,750) 4,401 17,180 17,205 17,405 17,715 0 0 0 

Discount Factor S 15* 1.0000 0.8696 0.75(1 0.(575 0.5718 0.4972 0.4323 0.3759 0.32(9 0.2843 0.2472 

DCF (750) (3,478) (17,201) 2,894 9,824 8,554 7,524 (,(59 0 0 0 14,025 

IPV 14,025 

IRK 



Alternate Case -Oslag $208/ton operating c o s t . B i l l PBOJKCT,B.C. 

YE1B 
Prodoctioa Stats 1)19 1990 1951 1992 1993 1))4 1)95 1996 1))7 1551 1)) ) T o t a l 
Tons t i l l e d | 250 tpd 0 0 0 45,000 )0,000 90,800 50,800 98,000 90,008 50,080 90,118 (75,100 
Grade (oz/ton i n ) 0.(5 0.(5 0.(5 0.65 0.(5 0.(5 0.(5 0.(5 
Recovery (*) ) 3 t ) 5 * ) 5 * 95* 95* 55* 55* 

Gold production (oz) 27,203 55,575 55,575 55,575 55,575 55,575 55,575 55,575 416,221 
Gold p r i c e - US $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 

CDI $410 $480 $410 $480 $480 $480 $480 $480 $480 $480 $480 
Exchange rate 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Eevennes (000's) 0 0 0 13,057 26,676 26,676 26,676 26,676 26,676 26,676 26,676 
Operating costs ($200/ton) 0 0 0 9,000 18,000 18,000 11,000 18,000 18,000 18,000 18,000 
Exp l o r a t i o n 750 2,000 750 500 500 500 500 500 500 0 0 
C a p i t a l 0 2,000 18,000 5,000 200 200 200 500 0 0 0 
T o t a l Cost 750 4,000 11,750 14,500 11,700 10,700 11,700 19,000 18,500 18,000 11,000 
Operating cash f l o v (750) (4,000) (18,750) (1,443) 7,)7( 7,)7( 7,)7( 7,676 1,176 1,676 8,676 
Taxes 0 0 0 15 1,12) 1,117 1,802 1,754 1,754 1,544 1,944 
l e t Cash F l o v (750) (4,000) (11,750) (1,520) (,147 (,15) (,174 5,922 (,422 (,732 (,732 
Discount Factor f IS* 1.0060 0.8696 0.75(1 0.(575 0.5718 0.4)72 0.4323 0.375) 0.3265 8.2143 1.2472 
DCF (750) (3,478) (14,177) (1,005) 3,515 3,0(2 2 , ( 0 2,226 2,0)) 1,514 1,664 (2,2(0) 
IPT (2,2(0) 

IKE 
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Base Case -Osiug $ l ( l / t o n operating c o s t . B U I PROJECT,!.C. 

nut 
Production S t a t s 1)0) 1))0 1))1 1992 1553 1)94 1))5 1556 1))7 1558 1)) ) T o t a l 

Tons m i l l e d | 250 tpd 0 0 0 45,000 50,000 50,000 50,000 50,000 50,000 50,000 90,000 (75,100 

Grade (oz/ton In) 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 1.(5 0.(5 

Recovery (*) 53* 55\ 95* 55* 55* 55* 55* 95* 

Gold production (oz) 27,203 55,575 55,575 55,575 55,575 55,575 55,575 55,575 416,228 

Gold p r i c e - OS 0400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 
CDI $400 $410 $480 $400 $410 $410 $4(0 $4(0 $480 $480 $480 

Exchange rate 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Revenues (000's) 0 0 0 13,057 26,676 26,676 26,676 26,676 26,676 26,676 26,676 

Operating costs ($l(0/ton) 0 0 0 7,200 14,400 14,401 14,400 14,400 14,400 14,401 14,400 

Exp l o r a t i o n 7S0 2,000 750 500 500 500 500 500 500 0 0 
C a p i t a l 0 2,000 18,000 5,000 200 200 200 500 0 0 0 
Total Cost 750 4,000 10,750 12,700 15,100 15,100 15,100 15,400 H,500 14,411 14,410 
Operating cash f l o v (750) (4,080) (18,750) 357 11,576 11,576 11,576 11,276 11,77k" 12,276 12,276 
Taxes 0 0 0 7 0 4,337 3,115 3,10 3,122 3,122 3,312 3,312 
Bet Cash F l o v (750) (4,000) (10,750) (412) 7,23) 1,3)1 0,407 8,154 0,(54 (,)(4 8,964 
Discount Factor ( IS* 1.0000 0.8696 0.75(1 0.(575 0.5718 0.4)72 0.4323 0.375) 0.32O 0.2(43 0.2472 
DCF (750) (3,478) (14,177) (271) 4,13) 4,172 3,(34 3,0(5 2,(2) 2,541 2,216 3,928 
BPV 3,921 

IBB 



Alternate Case -Using 500 tpd m i l l I I I ! PBOJBCT,B.C. 

TEAK 
Production Stats 19(9 1990 1991 1992 1993 1994 1995 1996 1997 1990 1999 Total 

Tons t i l l e d I 500 tpd 0 0 0 90,000 1(0,000 100,000 100,000 1(0,000 0 0 0 010,000 

Grade (ox/ton i n ) 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 

tecovery (*) 93* 95* 95* 95* 95* 95* 95* 95* 

Gold production (oz) 54,405 111,150 111,150 111,150 111,150 0 0 0 499,005 

Gold p r i c e - US $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 
CDB $400 $400 $4(0 $400 $400 $400 $4(0 $4(0 $400 $4(0 $400 

Exchange rate 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Revenues (000's) 0 0 0 26,114 53,352 53,352 53,352 53,352 0 0 0 

Operating costs ($l(0/ton) 0 0 0 14,400 20,(00 20,(00 20,(00 20,000 0 0 0 

Explo r a t i o n 750 2,000 750 500 500 500 500 0 0 0 0 

C a p i t a l 0 2,000 22,000 5,000 200 200 0 0 0 0 0 

Total Cost 750 4,000 22,750 19,900 29,500 29,500 29,300 20,000 0 0 0 

Operating cash f l o v (750) (4,000) (22,750) (,214 23,052 23,052 24,052 24,552 0 0 0 

Taxes 0 0 0 1,813 (,(72 (,(47 (,(47 (,(37 0 0 0 

Bet Cash Plov (750) (4,000) (22,750) 4,401 17,100 17,205 17,405 17,715 0 0 0 

Discount Factor £ 15* 1.0000 0.8696 0.75(1 0.(575 0.5710 0.4972 0.4323 0.3759 0.32(9 0.2(43 0.2472 

DCF (750) (3,470) (17,201) 2,(94 9,024 0,554 7,524 (,(59 0 0 0 14,025 

IP? 14,025 

IBB 



A l t e r n a t e Case -Using $200/ton operating c o s t . I A I I PROJECT,B.C. 

Production Stats 1)0) 1990 1551 1592 1993 1554 1555 1556 1))7 1551 1 ) ) ) 
Tons t i l l e d 1 250 tpd 0 0 0 45,000 90,000 50,000 50,008 50,000 90,006 58,080 50,000 
Grade ( o i / t o n l u ) 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 8.(5 
Recovery (*) 93* 55* 95* ) 5 * 55* 55* 55* 55* 

Gold production (ox) 27,203 55,575 55,575 55,575 55,575 55,575 55,575 55,575 
Gold p r i c e - US $000 $000 $400 $400 $400 $400 $400 $400 $400 $400 $400 

CDI $410 $480 $400 $400 $400 $4(0 $400 $400 $480 $410 $4(0 
Exchange rate 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Revenues (000's) 0 0 0 13,057 

Operating costs ($200/ton) 0 0 0 5,000 

Ex p l o r a t i o n 750 2,000 750 500 
C a p i t a l 0 2,000 11,000 5,000 

T o t a l Cost 750 4,000 10,750 14,500 
Operating cash f l o v (750) (4,000) (10,750) (1,443) 
Taxes 0 0 0 15 
l e t Cash Plov (750) (4,000) (10,750) (1,528) 
Oisconnt Factor I 15* 1.0000 0.8656 0.75(1 0.(575 
OCT (750) (3,47() (14,177) (1,005) 
I P ? (2,2(0) 
IRR 

26,676 26,676 26,676 26,676 26,676 26,676 26,676 

11,000 10,000 10,000 10,000 1(,000 18,088 10,000 
500 500 500 500 500 0 0 
200 200 200 500 0 0 0 

11,700 10,700 10,700 15,000 10,500 10,000 10,000 
7,)7( 7,)7( 7,)7( 7,676 8,176 1,676 8,676 

1,(2) 1,(17 1,(02 1,754 1,754 1,544 1,544 

(,147 (,15) (,174 5,522 (,422 (,732 (,732 
0.5718 0.4)72 0.4323 0.375) 0.32O 0.2143 0.2472 
3,515 3,0(2 2 , ( 0 2,226 2,0)) 1,514 1,664 
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Base Case -Osing $l(0/ton operating c o s t . B i l l PBOJECT,B.C. 

I B i l 
Prodoction S t a t s 1)0) 1950 1551 1552 1553 1554 1955 1556 1))7 1551 1)) ) Total 

Toas t i l l e d I 250 tpd 0 0 0 45,000 50,000 50,000 50,600 50,006 90,000 50,000 50,000 (75,(00 

Grade (oz/ton i o ) 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 0.(5 

Becovery {*) 93* )St 55\ )St 55* )5 * 55* 55* 

Gold prodoction (oz) 27,203 55,575 55,575 55,575 55,575 55,575 55,575 55,575 416,221 

Gold p r i c e - OS $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 
CDI $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 $400 

Exchange rate 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Revenues (000's) 0 0 0 13,057 2(,(7( 2(,(7( 2(,(7( 26,676 26,676 26,676 26,676 

Operating costs ($l(0/ton) 0 0 0 7,200 14,400 14,400 14,400 14,400 14,400 14,401 14,400 

Ex p l o r a t i o n 750 2,000 750 500 500 500 500 500 500 0 0 

C a p i t a l 0 2,000 10,000 5,000 200 200 200 500 0 0 0 
To t a l Cost 750 4,000 11,750 12,700 15,100 15,110 15,100 15,400 14,906 14,400 14,400 
Operating cash f l o v (750) (4,000) (10,750) 357 11,57( 11,576 11,576 11,276 11,776 12,276 12,276 
Taxes 0 0 0 7 0 4,337 3,1(5 3,10 3,122 3,122 3,312 3,312 
Bet Cash P l o v (750) (4,000) (10,750) (412) 7,23) 0,3)1 1,4(7 (,154 (,(54 1,564 0,564 

Discount Factor I 151 1.0000 0.1696 0.75(1 0.(575 0.5711 0.4)72 0.4323 0.375) 0.32O 0.2043 0.2472 
DCF (750) (3,470) (14,177) (271) 4,13) 4,172 3,(34 3,0(5 2,(2) 2,540 2,216 3,521 
BP? 3,520 

IBB 


