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EXECUTIVE SUMMARY

INTRODUCTION
Nuna Logistics is an Inuit company with extensive experience in Northern Canada. We have
a demonstrated commitment to hiring northerners and providing subcontract and supply
opportunities to northern firms. For this project we would anticipate using the following
subcontractors.

1. NWT Rock Services, Yellowknife -- drill & blast work

2. Nahanni Construction, Yellowknife -- concrete work if required

3. Sub-Arctic Surveys, Yellowknife -- surveying

4. JSL Mechanical, Yellowknife -- mechanical work

5. JT Electric, Yellowknife -- electrical work
Nuna Logistics’ estimated work plan is intended to meet the Hope Bay Project design and
schedule as developed by SRK Consulting. Our interpretation of the work plan and
schedule are presented in detail within this estimate. We believe that a well planned and
well executed work plan minimizes the cost to our clients. Tonnages, cycle times,
equipment and labour hours, and costs are presented on a month-by-month basis.
Nuna Logistics intends to mobilize a mid-life aged fleet of equipment for this project. This
fleet would provide adequate availability and capacity to do the work without attracting the

higher carrying cost of an all-new fleet.

OUR APPROACH

Nuna Logistics’ understanding is that the project will commence with the all of the necessary
mine equipment, camp and fuel being shipped in to Roberts Bay in summer 2002 and off
loading after freeze-up, probably in December. The first requirements will be to establish
temporary camp facilities and to develop a winter road to the Doris Hinge. Over the winter,
the final camp, shop and fuel storage facilities would be established at the site.

It is assumed that all of the necessary permitting will be complete by the end of February
and that mine operations could commence in March. Over the next four months, the mine
operation would develop the pit, delivering material for construction of the permanent
access, air strip and tailings dyke. Ore from within the pit design will have been mined and
stockpiled. With the pit completed, most of the mine equipment would remain idle from then
until demobilization, probably in September. Processing and underground operations could
begin after the equipment arrives during the 2003 shipping season.
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START UP

Initial activities will be the off-loading of equipment from the barge, after freeze-up.
Construction of the 4 km winter road from the south end of Roberts Bay to the Doris Hinge
should be complete within a few days. The installation of facilities and transfer of fuel from
the barge to the storage tanks would be carried out over the next several months.

FACILITIES

Site preparation and establishment of a 12m x 24m fold-away shop, a 70 man camp, an
office and a dry, as well as storage facilities for 1.3 million litres of fuel, will be completed
over the first few months. A package, made up of four generators complete with a
synchronized foad distribution center, will provide up to 3.3MW of electric power, specifically
for the mill and U/G operation. Only two of the generators will be required onsite prior to the
start of mill operations. It is assumed that during mill operation, a fuel barge will be beached
or frozen-in and fuel will be transferred as necessary to maintain levels in the storage tanks.

MOBILIZATION

All equipment, facilities and supplies for the mine operations will be mobilized by barge from
Hay River. The deadline for shipping is probably mid-July, 2002. Most of the mine
equipment will be returned to Hay River the following year, loaded back on the barge in
Hope Bay in August or September 2003.

PIT DESIGN

The specified mineable resource is 82,500 mt ore and 375,000 mt of waste material within
the optimized pit shell. 1t is estimated that actual mining will require an additional 205,500
metric tonnes of waste stripping to provide for a 10% haulage ramp from daylight (at 0.0 m
bench) to the bottom of the pit. Revised (Nov 26th) estimates of the material quantities that
are required for construction of the airstrip, apron, roads and tailings containment berm
amounts to 226,000 cubic meters or 500,000 metric tonnes.

The first ore will be mined in the second month of operation. There will iikely be an ore
stockpile inventory of 82,500 mt at the completion of pit operations, requiring an
approximate storage area of 20,000 square meters (160m x 160m).

PRODUCTION SCHEDULE AND COST ESTIMATE

Based on the mineable resource and the expanded stripping requirements, production
scheduling indicates completion of the open pit within a four month time frame.
Conceptually, the equipment would arrive by barge and be frozen in by iate November. The
4 km winter road would be built in late December, at an estimated cost of $40,000. Mining
would begin in March. Waste rock would be hauled from the pit to the construction areas as
it is mined. One CAT 988 loader and four CAT 773-50 ton haulage trucks operating 20.5
hours per day would move about 6,400 tonnes per day or 190,000 mt per month. A CAT
330 excavator will be available to provide selective mining of ore grade material. The
overall cost of the open pit mining project and the earthworks construction activities,
assuming a 38 man crew onsite and equipment as listed below, is estimated at $5.2M
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including fuel, camp catering, and personnel air transport. The costs of sub-contracting for
drilling, blasting and survey control are included in this amount.

The cost does not include the rental of facilities or the cost of equipment on standby as
outlined below.

Most of the mining equipment will not be required to operate beyond the fourth month; it will,
however, remain onsite until the next shipping season. The “standby cost” for the entire
fleet is estimated at $45,000 per month, not including the standby cost of the sub-
contractor's blasthole drills.

MINE EQUIPMENT

4 - CAT 773 (50t) Haul Trucks
2 - CAT 988 Loaders

1 - IR DM45 Production Blasthole Drills
2 - CAT D-8 Dozer

CAT 330 Excavator

- 24 x 36 Portable Jaw Crusher

- CAT 14G Grader

- Service / Fuel Truck

I - Plow Truck

1 - 25t Picker Truck

5 - Crewcabs

3 - Lighting Plants

7 - Heaters

LR S Y
1

SUPPLIES AND STORAGE

Fuel consumption for the mine equipment, as listed above, is estimated at 1.3 million litres
for the four-month mining and construction project. When the mill and U/G become
operational, in the second year, the fuel requirement for power generation is likely to be
about 300,000 litres per month. This estimate is based on the specified consumption rate of
128.6 I/hour under 50% load, assuming three of the four units operating.

Assuming an average powder factor of 0.9 kg/BCM, 210 tonnes of ammonium nitrate
(ANFO) will be required for the open pit mining.

We have assumed landed costs for fuel of $0.70 per litre and $535 per tonne for ammonium
nitrate in one tonne totes.
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BASIS OF THE ESTIMATE

Nuna Logistics’ cost estimate is based on a schedule of rates basis with no allowances
made for contingency or quantity variance. Labour and equipment rates include all
consumables (except for those specified as Owner-supplied items) and include overheads
and profit. The following provides base rates for the equipment and labour as scheduled.

CAT 773 (50t) Haul Trucks $ 175.29 per hour
CAT 988 Loaders 206.81 per hour
IR DM45 Production Blasthole Drills 181.00 per hour
CAT D-8 Dozer 174.85 per hour
CAT 330 Excavator 140.37 per hour
24 x 36 Portable Jaw Crusher 200.00 per hour
CAT 14G Grader 101.45 per hour
Service / Fuel Truck 85.80 per hour
Plow Truck 134.69 per hour
25t Picker Truck 100.80 per hour
Crewcabs $ 2,365 per month
Lighting Plants 1,400 per month
Heaters 2,450 per month

Equipment costs include fuel based on a landed cost of $0.70 per litre.

Equipment rates are based, for each piece of equipment, on hourly operating rates, which
include an ownership component and an operating component. The ownership component
includes carrying costs, depreciation, and equipment specific insurance. The operating
component includes tires, repair parts, wear parts, maintenance labour (with the same
inclusions and exclusions as operating labour), overheads and profit.

Superintendent $ 73.27 per hour
Foreman 64.92 per hour
Administrator 53.24 per hour
Loader operator 63.25 per hour
Truck driver 56.58 per hour
Dozer operator 63.25 per hour
Grader operator 61.58 per hour
Serviceman 58.24 per hour
Labourer 51.57 per hour

Nuna Labour costs include camp catering and air transport to site.

Drill foreman 53.00 per hour
Driller 48.00 per hour
Blaster 49.00 per hour
Helper 36.00 per hour
Mechanic 60.00 per hour

Subcontract Labour costs exclude camp catering and air transport to site.
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Labour rates are based on a 3 x 2, 3 x 1 work schedule. The rates consist of our current
labour pay rates, scheduled overtime, employee benefits (CPP, EI, WCB), statutory holiday
pay, vacation pay, overheads and profit. The rates do not include allowances for
unscheduled overtime, incidental overtime, non-productive time, short-turnarounds, standby
time, or escalation and these items have not been included in the cost estimate.

Complete accommodation and maintenance facilities are provided at rental costs as outlined
below.

Complete 70 man camp accommodation & dry $36,000 per month
(including cost of erection)
Electrical power generation package $46,600 per month
(2.4 to 3.3 MW synchronized load with dist. Center ($23,300 per month first year,
provides power to mill, shop, camp, U/G, etc. half capacity)

Includes jacket water heat recovery system)

Communications (2 voice, 1 data line, inciuding usage) $30,000 per month
Site radios $500 per month
Fuel storage (1.3 million litre capacity) $4,000 per month
12m x 24m fold-away shop $18,400 per month

(with fooling and including erection)
Camp catering, exciuding freight for food $42 per man-day.

The above rental rates do not include maintenance costs of the above facilities.

Mobilization and Demobilization

The cost of freight from Hay River to site is not included; however, the costs of preparation
and setup are included in these estimates. The combined shipping weight of mining
equipment, camp, fuel and supplies is estimated at 2,200 metric tonnes.

Owner Supplied Items

The estimate excludes Owner-supplied items as follows:

1)  Air transport of parts and supplies between Yellowknife or northern communities
and Hope Bay;

Unscheduled idle time

First-aid and safety orientation; and

Emergency facilities and personnel

Mine Engineering and Geology

Pit dewatering if required

Permanent materials if required

~No ok wWN
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8) Mobilization and Demobilization
9) Contingency.

It is understood that the processing plant will require crusher feed at a maximum 600mm.
This is typical pit-run sized material. The Nuna crushing plant will provide crushed rock only
for construction purposes.

We have not included any allowance for contingency, quantity variance, financing costs (due
to payment timing or holdbacks), bonding, risk allowance, or schedule contingency.

The estimate includes only the items and quantities specifically listed in the estimate. It is
expected that the owner will apply appropriate confingencies based on their understanding
of the Consultant's design and their understanding of the Contractor's (Nuna Logistics’)
estimate.

The Estimate also assumes that there is no detail earthworks construction. Therefore, all
earthwork construction is dozed and bladed without further detail preparations.
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ASSUMPTIONS

This

cost estimate is based on the following Owner parameters and Nuna Logistics’

assumptions.

1)
2)

The cost estimate is based on constant Year 2001 Canadian dollars.

The quantities (tonnes, cubic meters) and resulting haulage hours are assumed to be
approximate only and the numbers may change based on equipment, quantity
variances, and scheduling.

Specific gravities, swell factors and density of the material is assumed to be:

Qre Waste
Specific Gravity 2.90 2.50
Swell 30% 40%
LCM Density 2.23 1.79
Moisture Content 4% 4%
Reconsolidation 50% 50%
Reconsolidated Density 2.52 2.08

Whiteout days have not been included in the cost estimate or the schedule, however,
sufficient backup equipment is provided to recover schedule losses.

An operating schedule of three weeks on-site followed by two weeks off-site then,
three weeks onsite and one week off-site is used in the cost estimate (two 12-hour
shifts per day). The estimate assumes that all hours are chargeable and does not
include non-scheduled or incidental overtime.

The haul cycle profiles that are used are assumed to be representative of the average
haul to deliver and free-dump ore in the stockpile area and to deliver waste to the
dump and to the required construction areas. Deviations from the profiles or speeds
attained could impact haul hours and subsequent costs.

We have assumed average truck speeds of: 10.0 km/h for + 10% ramp
20.0 km/h returning empty on —10% ramp
16.0 km/h on rough surface (bench floor)
30.0 km/h on smooth road.

We have used a spotting time of 2.0 minute at the shovel and an allowance of 2.0
minutes to spot and dump. The loading cycle for CAT loaders is estimated at 0.7
minutes per pass.

The carrying cost of the capital value of equipment is assumed to be 9%.
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