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HEMQRANDUM 
TO: MINE MANAGER 
FROM: Engineering Supervisor 
SUBJECT: LUCKY B PIIpEEBTx. 

I" 
This report provides a brief economic analysis to mine the Lucky B 

property and custom mill the material at the Equity Silver minesite, The Lucky 
B property is located on Kleanza Mt. and is accessed by approx. 5 km of gravel 
road from highway 16, 7 km east of Terrace, 

SUMMARY 
Under the parameters used the Lucky B material cannot be mined and milled 

economically. At current gold price of approximately $400 US/oz the project 
would result in a loss of $534000 Can. 

A price of $745 US/oz would be required for the project to breakeven, 
A price of $932 US/oz would be required to provide a 25% return on the 

projected cost of $1152000 Can. 

ss- 
1.In Place Reserves 

In place reserves were calculated from drill hole assays and 12 adit 
assays obtained from the 1988 Total Erickson assessment report. The mining 
block measured 30m along strike and 70m along dip. Width and grade was 
obtained by averaging the diamond drill information in this zone. Tonnage 
factor was taken as 3t/m3. 

In Place Reserves in this zone are calculated at 2016 t at a grade of .94 
oz/ton (29.4 g/t). Average width is .32m. 
2,Mining Reserves 

Mining'reserves assume a mining width of 1.7m. vs vein width of .32m 
Mining reserves are: 

In place 2016t @ 29.4g/t 
Di lut ion 8694t @ 0 g/t 
Mining reserves 10710t @ 5.5 g/t (,18 oz/t) 

3,Recoveries 
Testwork at a 1:l ratio of Lucky B and Equity millfeed indicate a maximum 

recovery of 658 from flotation and gold recovery circuit. Only 258 of the gold 
would be recovered by flotation. 
4 .Prices and Exchange 

5.Costs 
$400 US/oz gold; 1.15 exchange factor, 

5.1 Mining 
Estimated minimum development 

140m of drift @ $1200/m = $168000 

Stoping 10710t @ $30/t = 321000 
Mobilization t demobilization (108 of above) = 61000 
Overhead @ $5/t = 54000 
Closedown & reclamation @ $2/t = 21000 
Sub-total = $744000 . 

70m raise @ $1700/m = 119000 

Development and mining costs were 

Costs were obtained from recent limestone transportation estimates, 
@$25/t Lucky B to Equity 

estimated 
Mining. Overhead and closedown costs are guesses. 

from a 1989 report by Tonto 

5 . 2  Transportation 

= $268000 



5.3 Equity on property 
Current direct cost less mining @ $ 8 / t  = $86000 

5 . 4  Equity off property 
Current contracts @ approx. $ 5 / t  = $54000 

5 . 5  Total Cost $1152000 

Revenue = tonnes x 1.1 ton/tonne x grade(oz/ton) 
6. Revenue 

x gold price/oz x exchange 
= 10710  x 1.1 x . 1 8  x . 6 5  x , 9 7 5  x $400  US/oz x 1 . 1 5  
= $618000 

7 .  Profit (Loss) 

x recovery x payable factor 

Profit = revenue - cost 
= $618000 - $1152000  
= ($534000)  

8. Breakeven gold price 
Price = $1152000/10710 x 1.1 x . 1 8  x . 6 5  x - 9 7 5  x 1 . 1 5  

= $745  us/oz 
9. Price to obtain a 25% return 
Price = $1152000  x 1 . 2 5 / 1 0 7 1 0  x 1.1 x . 1 8  x . 6 5  x . 9 7 5  x 1 . 1 5  

= $932  
1 0 .  Additional points 

Dilution is likely to be higher. No provision was made for dilution 
beyond the 1.7m mining width. 

Recoveries could be lower as 65% in the testwork appeared to be maximum. 
In place grades are erratic and may not be continuous over the mining 

block. This would have the effect of lowering the calculated grade. 
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