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Dear Dave,

Please find herewith a final version of the report on the geostatistical analysis of
Faro drill hole and blast hole data. Qur conclusions and recommendations are at the very
beginning of the report. Basically we have identified 3 sources of differences between
estimates and true values:

+ spatial inference errors: they can only be reduced with more drill holes -
numbers are in the report - kriging does not improve estimates that much
over inverse distance.

+ oversmoothing of block estimates: a simple “"lognormal shortcut” correction
of the regular block estimate can reduce this type of error very significantly.

+ uncertainties of the pgeological model: we found many inconsistencies
between the ore type classification of drill hole samples and blast holes
specially in types 20 and 30. We can see room for much improvement in a
better geological model. A

We also show that it is worth implementing a fairly simple (absolute variograms
with ordinary kriging) blast hole kriging plan in order to improve recoveries at various cut-
offs. In the example that we ran, we have found a 12% increase of recovered tonnage at
the 6% cut-off with estimated grade right on target.

I hope that this study can help you improve ore reserve estimation at Faro and its

related deposit. I will of course answer any question that you may have or any clarification
that you may need.

Yours sincerely,

GEOSTAT SYSTEMS I RNATIONAL INC.

¢ VLN o

Michel Dagbert, Manager
Encl.

4385, rue St-Hubert, suite 1
Montréal, Qc, Canada H2J 2X1
Téléphone: {514) 521-7544
Télex: 05-25134 MTL
Fax; {514) 525-8484




GEOSTATISTICAL ANALYSIS OF FARO
DRILL HOLE AND BLAST HOLE DATA
PART 2 : ANALYSIS

Respectfully submitted to Curragh Resources Inc.
by Geostat Systems International Inc.
Montreal , October 3rd, 1990




FOREWORD

This is the second part of the geostatistical analysis
of Faro drill hole and blast hole data. First part of
the study was presented in a report of July 27th,
1890. It defined the objective of that second part
of the study namely 1) determine the magnitude of
estimation errors for various block sizes and drilling
grids 2) determine ways to reduce those
estimation errors 3) evaluate other alternatives for
processing blast hole data to categorize ore in
blasts. This work is covered by the P.O.# D-
129004 of August 10th, 1990, from Cumragh

Resources Inc., to Geostat Systems Int'l Inc.




CONCLUSIONS AND RECOMMENDATIONS

Inthe calculation of tonnes and grade above cut-off, we have identified 3 major sources
of differences between estimates derived from D.H. data and values derived from B.H.
data in the same area: spatial interpolation errors, oversmoothing of distance weighted
estimates and uncertainty of the geological model.

The spatial interpolation errors  can be quantified means of variograms calculated on
drill hole bench compasite values in the various ore types. If we stick to the current
segregation of the quartzite ores (20, 30) and sulfide ores (40 - 70), then the average
precision of 25’ x 35’ x 20’ block % Pb + Zn grade estimates at a 95% confidence level
are: + 67% in 20-30 and + 50% in 40-70Q from drill holes on a 140’ grid, + 47% in 20-
30 and + 37% in 40-70 from drill holes on a 70’ grid.

The above confidence intervals are quite large but they apply to rather small blocks.
if we now consider groups of blocks which may represent a month, a quarter or a year
production, we have the following average precision (still at a 95% confidence level) for
tonnage and %Pb + Zn grade estimates above cut-offs : for a month and with the 140’
grid: from + 44% for tonnage above 6% cut-off to + 14% for grade above 6% - for a
month but with the 70’ grid: from + 22% to + 7% - for a year with the 140’ grid: from +
13% to + 4% - for a year with the 70’ grid: from + 6% to + 2%. Previous figures
assume a production made 50% from 20-30 and 50% from 40-70.

Precision of estimates for large volumes depends of drilling grid, ore type and cut-off.
Uncertainty on tonnage above cut-off increases with cut-off and, at the 6% cut-off, is
higher in 20-30 than in 40-70. Uncertainty on % Pb + Zn grade above cut-oftis not as
bad. It now decreases with cut-off and is(ess inh 20-30 than in 40-70. Also,togeta +
5% precision on all monthly estimates, we need a drilling grid between 35’ and 40’ at
3% cut-off and between 15’ and 20’ at 6% cut-off. The + 2% yearly precision is easier
to achieve: we can get it with just a 50’ grid at the 3% cut-off but we need a 25’ grid at .
the 6% cut-off.

The above quantification of spatial interpolation errors rests on variograms of D.H.
bench composite grades in the two groups of ore types. With close to athousand data
points in each group, those variograms are well defined : relative nugget effects range
from 35% (40-70) to 50% (20-30) of tota! variation, in 40-70, horizontal variations are
isotropic with a maximum range of 600'; in 20-30, range along N-S (400"} is much longer
than along E-W (150'); in both group, there is a strong vertical anisotropy with vertical
range not exceeding 60’ in 20-30 and 180’ in 40-70. Variogram features and the
resulting assessment of the magnitude of spatial interpolation errors are confirmed by
a D.H. bench composite reuse study. For example, in 20-30, out of 719 reestimated
composites, 480 {67%) have an estimation error less than the predicted standard error
and 683 (95%) have an estimation error less than twice the predicted standard error:
this is an almost perfect fit of estimated and actual errors.
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Variograms of D.H. bench composites also indicate only minor differences between
kriged estimates and inverse distance estimates for the same blocks. The power of
inverse distance which gives results closer to kriging is 1.4 in 20-30 and 1.75 in 40-70.

The gversmoothing of distance weighted block estimates is quite noticeable in the Faro

long term block model: if you apply a cut-off on block estimates derived from D.H.
bench composites, you always find more tonnes and a lower grade then what is
indicated by the distribution of blast holes in the same area. In 20-30, tonnage
differences are as much as 30% (5% cut-off) and grade differences reach 17%. In 50-
70, maximum tonnage and grade differences are respectively 14% and 7%.

A way to overcome the oversmoothing of straight block estimates is to infer the likely
proportion and grade of blast holes above the cut-offs in each block. A simple
correction of block estimates dubbed “lognormal* short-cut reduces maximum tonnage
differences to 8% in 20-30 and 3% in 50-70. With that correction, maximum grade
differences are only 5% in 20-30 and 2% in 50-70.

All the above conclusions assume that the "geological model" is correct e.g. when we
assign a code 20 to a block (and thus, we infer its grade from just 20-30 D.H. bench
composites around), the type of ore in that block is actually 20 (or 30). To validate that
assumption, we have compared the ore type of a D.H. bench composite to the ore type
of the nearest B.H. (in the same bench and at a distance of less than 20'). We found
that the classification of the predominantly high grade types 50 + 60 + 70 is consistent
from drill holes to blast holes since nearly 70% of the D.H. composites of that type have
a B.H. of the same type next to them. However, we have more problems with types 20
and 30: in that case, more than 50% of the D.H. composites of those types have a B.H.
of type 50-70 nearby. We suggest that the criteria used to classify D.H. samples and
B.H. of type 20-30 be revised so that we have more consistency in the classification of
the two types of samples.

Another suggestion related to the geological model is to separate type 40 from types
50, 60 and 70 in the estimation of blocks even if they all refer to sulfide ore. Statistics
of type 40 D.H. composite grade values indicate that they are much lower than for the
other categories of sulfide ores. As a result, there is a danger to underestimate a type
50-70 block with a type 40 composite next to it and overestimate a type 40 block with
a type 50-70 composite nearby. In fact, in the comparison of block estimates with B.H.
values in those blocks, better results were achieved after isolating type 40 composites
(and type 55 blast holes).
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This geostatistical analysis of D.H. bench composites data can be extended to blast
holes. The idea here is to see whether there is a better procedure to delineate ore limits
in blasts than just contour individual blast hole grades. From the test data set of about
2000 blast holes in the south part of benches 3450, 3470 and 3490, we found that:

+

" if we krige the grade of blast blocks from blast holes and then apply the cut-off

on those blast block estimates, the actual grade of the material that we recover
is the estimated grades.

if we contour individual blast hole values, the actual grade is less than the
expected grade (in the example that we ran we noticed a 8.5% shortfall at the
6% cut-off). Moreover, we get less tonnes than if we do the selection on kriged
estimates (12% in our example).

recovery based on kriged blast blocks estimates is even better if we process
blast holes of type 20-30, 50-60-70 and 40-55 separately.

blast block kriging can easily be implemented with blast hole variogram models.
Horizontal variograms of groups of a few hundred of blast holes around a blast
are quite interpretable. They generally show the same features as the
corresponding variograms of D.H.bench composites. In particular, their nugget
effect is the same hence it looks like the sampling precision of blast holes is as
good as that of drill holes. '
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1-LONG TERM PREDICTION FROM DRILL HOLE DATA

1-1 Statistical analysis of D.H. bench composite data

The current file of DH 20 ft bench composite data that we received from Curragh
Resources Inc. has values for 7333 composites from 419 drill holes (from 65-53 to 90F93) . For
each composite , we have the 3 coordinates of the center point of the compasite , its principal
rock type ( from 20 to 190 - 1608 composites have an undefined rock type of -1 ) , the
calculated grades for %Pb , %Zn and %Pb+Zn and the calculated specific gravity ( with some
undefined values of -1.0to0 ) . '

Out of this total , only 1730 composites are in the "mineralized® rock types i.e.
20,30,40,50,60,and 70 ( 3783 composites are in rock type 100i.e. the top and bottom phyliites -
407 of them have a non-zero Pb+Zn value - surprisingly,31 composites in this supposedly
"waste" rock type have a Pb+2Zn grade above 6% with an overall maximum of 9.07 % ) - In the
current long term model , mineralized composites are grouped in two categories : "quartzite”
ore (20+30) and semi-massive and massive sulfide ore (40+50+60+70) - Figure 1 is a map
of those mineralized composites in one of the bottom bench of the pit, bench 3450 , between
elevations 3450 and 3470’ . On this map , we can see the 140’ drilling grid in the center and
north part of the pit { now mined-out ) and the 70’ drilfing grid in the south part ( now being
mined ) . We see also that , as a general rule , the quartzite ore ( 20 = circles and 30 =
triangles ) is around the deposit whereas the sulfide ore ( 40 = plus , 50 = cross ,60 =
diamond and 70 = arrow ) is in the center . After producing this map from the composite file
, we noticed many discrepancies between the rock type of composites in the file and the
interpreted limits of the different ore types on the same bench as shown on a map received
from the company. Staff at Curragh has been notified of these discrepancies ( our fax of Aug.
21 ). '

We can calculate summary statistics of composite values in the different mineralized
rock types . They are shown on Table 1 for quartzite composites and table 2 for sulphide
composites . Typical histograms of %Pb+2Zn are on figures 2 ( type 40 - skewed distribution
) and 3 ( type 50 - normal distribution ) . Our conclusions :

- distributions of Pb+2Zn,Zn and Pb values are positively skewed and lognormal like in
the low grade rock type 40 ( Figure 2 ) . Distributions are symmetric and normal like in the
rather high grades rock types 50, 60 and 70 ( Figure 3 ) . Distributions of values are slightly
skewed in 20 but rather normal in 30 .

- except for the difference in shape described above , parameters of the distributions
in 20 and 30 are fairly similar ( there is a little more lead in 30 ) and it makes sense to group
those two ore types in the estimation of blocks .

- on the other hand , the distributions of values in 40 are quite different from those in
50, 60 and 70 and it does not seem logical to put all those composites in the same group .
40 has the lowest values of all ore types whereas 50, 60 and 70 have the highest values . With
this scheme , we may have potential problems when a high grade block 50 is estimated with '
a low grade composite 40 nearby and vice-versa '

1




- the highest relative dispersions ( coefficients of variation above 60 %) are in the low
grade 40 . Then we have about the same dispersion in 20 and 30 ( coefficients of variation
between 55 and 60 % ) . The lowest dispersion is in the high grades 50 , 60 and 70 (
coefficients of dispersion between 30 and 40 % ) . Hence , for the same drilling grid , precision
of block estimates is expected to be better in high grade ore ( 50+60+70 ) than low grade ore
(20+30).

- production Pb+Zn cut-off grades ( 3,4,5 and 6%) are quite high compared to mean
values of Pb+2Zn in some ore types . The high grade cut-off of 6% is above the median of
distributions in 40, 20 and 30 . Then we can expect more difficulties in locating the high grade
ore in those ore types .

There is a high degree of correlation between %Zn and %Pb in all ore types .
Correlation coefficients range from 0.75 in 50 ( Figure 4 ) to 0.86 in 20 ( Figure 5) . Type 20 is
also the ore type where the average ratio %Zn/%Pb is the highest { 2.0 vs 1.3to 1.6 in the other
ore types ) .




}
Figure 1 Map of "mineralized" DH composites in bench 3450 . (20 = circle, 30 = triangle,
40 = plus , 50 = cross , 60 = diamond , 70 = arrow )
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Figure 2

Histogram of Pb+Zn grades of composites in type 40
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Figure 3

RELATIVE FREQUENCY (X)-

Histogram of Pb+Zn grades of composites in type 50
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Table 1 Statistics of %Pb+2Zn composife data

20 30 20+30 40 50 60 70 4070
Number 639 103 742 383 430 109 66 988
Minimum 00 00 00 | 0.0 00 30 184 00
Percentile 5% 112 136 1.04 0.77 384 475 364 1.32
Percentile 16% 240 219 238 1.56 542 640 575 262
Percentile 50% 473 533 481 3.22 798 940 933 6.47
Percentile 84% 7.84 862 796 5.71 11.4512.06 1237 10.40
Percentile 95% .10.12 11.09 10.23 8.17 13.48 1470 14.39 13.12
Maximum 16.10 12.97 16.10 12.34 18.64 17.49 15.63 18.64
Mean 510 555 5.16 3.65 827 944 912 667
Standard 281 317 287 222 3.04 298 311 367
deviation
Coefficient 55 57 55 61 37 3 34 55
of variation




Table 2

Number
Minimum
Percentile 5%
Percentile 16%
Percentile 50%
Percentile 84%
Percentile 95%
Maximum
Mean

Standard
deviation

Coefficient
of variation .

20
639
0.0
0.68
1.59
3.16
5.15
7.01
10.27
3.40

1.90

56

30
103
0.0
0.09
1.26
3.19
5.66
6.92
9.03
3.40

2.03

59

Statistics of %Zn composite data

20+30
742
0.0
0.58
1.57
3.16
521
7.00
10.27
3.40

1.92

56

40

0.0

0.36
0.99
2.00
3.48
514
7.56
225

1.39

62

50
430
0.0
2.00
3.13
4.97
726
8.57
12.04
5.10

2.03

60
109
177
229
3.52
5.41
6.77
8.25
10.40
5.33

1.78

70

66

1.23
1.85
3.30
5.57
7.02
8.76
9.38
5.42

1.88

34

40-70
988
0.0
0.82
1.63
3.90
6.30
8.17
12.04
4.04

227

56




Table 3

Number
Minimum
Percentile 5%
Percentile 16%
Percentile 50%
Percentile 84%
Percentile 95%
Maximum
Mean

Standard
deviation

Coefficient
of variation

20
639
0.0
0.36
0.74
1.50
2.65
3.55
5.83
1.69

1.00

59

30

103
0.06
0.79
1.26
2.09
3.31
4.07
5.96
2.15

1.28

60

Statistics of %Pb composite data

20+30
742
0.0
0.33
0.74
1.56
2.80
3.69
5.96
1.76

1.05

60

40
383

0.0

-0.21

0.42
1.23
2.38
3.14
4.78
1.40

0.96

50

430
0.0

1.35
2.06
3.05
4.33
5.32

7.35

3.17

1.21

60

109
1.07
207
2.79
3.95
5.50
6.71
7.59
4.11

1.38

70

66

0.61
1.23
2.36
3.70
5.18
578
711
3.70

1.40

40-70
988
0.0
0.34
0.95
2.57
411
5.32
7.59
2.63

1.54

58




Figure 4 :

Scattergram of Zn and Pb composite values in ore type 50
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Figure 5 :

Scattergram of Zn and Pb composite values in ore type 20
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1-2 Variogram analysis of D.H. bench composite data

Variograms are diagrams showing the average difference between sample values as
a function -of the distance between samples . Variograms are computed along specific
directions since the rate of increase of differences with distance may not be the same in all
directions . Variograms are helpful in 1) assessing the magnitude of errors in the estimation of
blocks 2) determining the most suitable estimation method for the blocks ( e.g. choosing
between 1/d or 1/d?) .

To keep consistent with the estimation method currently used at Faro , we have
computed variograms of the grades and SG of bench composites in ore types 20-30 and 40-
70 separately . Note that there is not enough composites in types 30, 60 and 70 to derive
meaningful 30 variograms specifically in those ore types . However, it is quite feasible to have
specific variograms for type 40 ( and others for types 50,60 and 70 together ) .

In both cases , variograms are computed along the vertical direction of most D.H. (
angular tolerance 10 degrees - step for distances 20 ') and the four principal directions of the
horizontal benches i.e. E,NE,N and NW ( tolerance 45 degrees - step for distances 75') . In
addition the omnidirectional variogram ( tolerance 180 degrees ) and an average horizontal
variogram are computed . Variograms are of the absolute type with no transformation of raw
data nor clipping of some high values .

Figure 6 shows the vertical variogram of %Pb+2n together with the omnidirectional
variogram in ore type 20-30 . We can notice an apparent nugget effect of about 4 ( 50% of
overall variation ) and higher differences along vertical than average ( anisotropy ) . Vertical
range does not seem to exceed 60' . On figure 7, we have the horizontal variograms of the
same data : nugget effect is still very much apparent as well as some anisotropy . In this case
, for short distances , the lowest curve ( best continuity ) is along N-S and the highest one (
worst continuity ) is along E-W . Also , NE is below average and NW is above average . A
suitable model for the variogram of %Pb+2Zn in 20-30 would be the sum of a nugget effect of
4 and a spherical function of sill 4.2, long range 400’ along N-15°-E , intermediate range of 150
'along E-15°-S and shortrange of 60" along vertical . Variograms for the %2Zn and %Pb grades
in 20-30 are of the same type ( Table 4) : the only noticeable difference is for %Pb with a truly
N-S long range of 500", ' '

In 40-70, the vertical variogram of %Pb +Zn is also above the omnidirectional variogram
( Figure 8 ) . Apparent nugget effect is less than in 20-30 ( 35 % of overall variation ) and
vertical range is longer ( 180 °) . Along horizontal directions of the benches ( Figire 9 ),
variograms are almost linear with no apparent anisotropy . Mode! used is the sum of a nugget
effect of 4, a short range spherical function (60’ horizontal and 40’ vertical ) and a long range
spherical function { 600" horizontal and 180 ’ vertical ) . Models for %Pb and %Zn are very
much similar ( Table 4) .
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In conclusion , for both groups of ore types , it is feasible to define meaningful
variograms for DH bench composite data . Horizontal ranges are generally several times the
drill hole spacing . The only exception is with 20-30 where the E-W range is of the same order
of magnitude as the original spacing between holes . Hence for this type of ore , additional
holes at 70’ distance on E-W section lines is quite an improvement . Also relative nuggst
effects are higher in 20-30 than in 40-70 which means that grade interpolation is more difficult
in this type of ore (in other words , for the same drilling grid and block size , relative errors are
likely to be higher )
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Figure 6

Vertical and omnidirectional variogram of %Pb+2n in type 20-30
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10°- ¢
<

©
352.00 4

48.00

40.00 4
J38.00 4

32.00 -

24.00 4
20.00 4

18.00 J
S1GMA2

12.00

4.00

80 160 - 240 320 400 480

YARTABLE PBZIN ABSOLUTE YARIOGRAH
CURRAGH RESOURCES - TYPE 40/70

15

DIST




| <GEOSTAT

Figure 9 Horizontal variograms of %Pb+Zn in type 40-70
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Table 4 Variogram mode! parameters

Ore type 20-30 40-70

Parameter %Pb+Zn %Pb  %Zn %Pb+Zn %Pb  %Zn
Nugget effect 4.0 05 15 40 08 13
épherical 1

Sill 42 06 22 20 i6 15
Long range 400 500" 400 60 600" 120’
Int. range 150° 150° 150" 60’ 600" 120’
Short range 60’ 60° 60' 40 200" 80’
Spherical 2

Sill 25 2.4
Long range 600’ 600’
Int. range 600’ 600’
Short range 40 80’
Spherical 3

Sill 5.0

Long range 600"

Int. range 600’

Short range 180’

Total sill 8.2 11 37 135 24 52
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1-3 Standard errors for block estimates from D.H. composites

In the current block estimation method , the average grades and SG of 25’ x 35.35' x
20’ blocks are estimated by inverse distance using the bench composites of the similar ore
type around the block . As explained above , matching of block and composite ore types is
done with only two categories : 20+30 and 40+50+60+70 .

With the variogram models of bench composite data in the two categories , itis possible
to quantify the precision of such block estimates . The common practice is to measure
precision by a standard error . If the block estimate is 7.53 %Pb+Zn and the standard error is
1.40% Pb+2Zn , then :

- there is a 68% probability that the true block grade lies somewhere between 7.53 -
1.40 = 6.13 %Pb+2Zn and 7.53 + 1.40 = 8.93 %Pb+Zn

- there is a 95% probability that the true block grade lies somewhere between 7.53 -
2x1.40 = 4.73 %Pb+2Zn and 7.53 + 2x1.40 = 10.33%Pb+Zn -

Probabilities of 68% ( +/- 1 standard error } and 95% ( +/- 2 standard errors ) are
derived from a normal model applied to the distribution of errors . In that case , we could say
that the precision of the estimate at a 68% confidence level is 1.40/7.53 = 18.5% and the
precision at a 95% confidence level is 2x1.40/7.53 = 37% .

If we do the kriging of the average Pb+Zn grade of the blocks using the variogram
models described in the previous section , we get the following standard errors :

-if the drilling grid is 70’ x 70’ , standard errors vary from 0.80%Pb+Zn ( block centered
on a drill hole ) to 1.20%Pb+Zn (block in between drill holes} in types 20-30 and from
1.13%Pb+2n to 1.25%Pb+2Zn in types 40-70 .

-if the dnilling grid is 140’ x 140’ , standard errors vary from 1.17%Pb+Zn ( block
centered on a drili hole ) to 1.73%Pb +Zn (block in between drill holes) in types 20-30 and from
1.36%Pb+2Zn to 1.68%Pb+Zn in types 40-70 .

In type 20-30, because of the horizontal anisotropy of variograms , blocks between two
holes on a N-S line are better estimated than blocks between two holes on an E-W line (
standard errors of 1.06% and 1.18% respectively for the 70’ grid and 1.28% and 1.73% for the
140’ grid ).

if we just keep the worst case block to get a single precision attached to a given drill

hole grid , we have the following 95% confidence precisions :

- in type 20-30 : 67% precision for 140’ grid and 47% precision for 70’ grid .
- in type 40-70 : 50% precision for 140’ grid and 37% precision for 70’ grid .

18
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In order to illustrate the distribution of standard errors in blocks , we have kriged the
%Pb+Zn grade of blocks in two test zones of bench 3450 . First , we plotted all the composites
20-30 and 40-70 in the bench and we defined approximate enveloppes around each type of
composite { Figure 10) . We filled those enveloppes with the 25’ x 35.35' blocks and we kriged
the average %Pb+Zn grade of each block using composites of the same type around . The
search ellipsoid used in each case is defined from the anisotropy of variograms : in 20-30, the
long radius is 400" along N-15-E , the intermediate radius is 150’ along E-15-S and the short
radius is 60" along vertical . In 40-70 , the long radius is 300’ along any horizontal direction and -
90" along vertical . Figure 11 is a map of block estimates . Figure 12 is a map of block standard
errors . The average standard error is 1.59 %Pb+2n in 20-30 and 1.73 %Pb+Zn in 40-70
Those numbers confirm the precision values given above .

We can also use the same test zones to compare 1.D. (inverse-distance) and kriged
estimates . We have reestimated the %Pb+2Zn of block in each ore category by inverse
distance methods using various powers of the inverse distance composite-block . Each time
we compared our |.D. estimates with kriged estimates for the same blocks and we can
compute the average absolute difference for all blocks ( Table 5 ) . We see that the average
difference is minimal for a power of about 1.4 in type 20-30 (average difference = 0.37% ) and
for a power of about 1.75 in type 40-70 ( average difference = 0.48 %) . We can also compare
reserves above various cut-offs with the two methods ( Table 6 ) -
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Table 5

Power
20-30

40-70

Table 6

Estimate
Cut-off
3%Pb+Zn
4%Pb+Zn
5%Pb+Zn

6%Pb+2Zn

Table 8

Estimate
Cut-off
3%Pb+2Zn
4%Pb+2Zn
5%Pb+Zn

6%Pb+Zn

Average absolute difference betweenkriging and 1.D. with various powers
of inverse distance for block estimates of %Pb+2n in the two ore types

05 1.0 15 20 25
0.45 0.38 0.37 0.41 0.47
0.58 0.52 0.48 0.48 0.52

Number of blocks above cut-offs with kriging and 1.D. with various powers
of inverse distance for block estimates of %Pb+2Zn ( Type 20-30 : total
699 blocks )

Kriging D.051.0 15 20 25

675 695 687 675 667 654
517 565 553 523 503 491
324 333 350 359 359 350
144 122 132 140 149 164

Number of blocks above cut-offs with knglng and 1.D. with various powers
of inverse distance for block estimates of %Pb+2Zn ( Type 40-70 : total
699 blocks )

1.5

Kriging 1.D.0.51.0 20 25

668 662 659 657 651 648
598 576 578 575 577 579
485 486 485 487 483 476
387 408 412 409 407

412
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1-4 Standard errors for monthly , quarterly and yeary production estimates

From variograms , it is also possible to get the magnitude of errors for large block
estimates i.e. volumes corresponding to one month , three months or one year production .
The technique used to derive those standard errors is a little bit different than the one used
before to get errors of small blocks estimates . We can'’t combine estimation errors of small
blocks in a big block to get the estimation error of the big block since those estimation errors
are not independent . We can however combine extension errors i.e. errors produced when
the small blocks correspond to the drilling grid cell and the estimation of those small blocks
is done with only the sample in their center ( polygonal estimation ) . In that case the estimation
variance for the big block is :

V2=v3/n

where v? is the extension variance of one composite to its cell of influence ( derived from
variograms) and n is the number of drilling grid cells in the big block

At Faro , the big blocks that we have investigated correspond to the average monthly
, Quarterly and yearly production . To get those volumes , we have considered the production
figures for the first four months of 1990 . Depending of cut-off, the flagged-in-pit volume of ore
varies from 671,000 becys at 3% Pb+Zn cut-off to 468,000 beys at 6% Pb+Zn cut-off. Hence
, the "ore bench surface" mined in a month is 226,460 ft2 at 3% and 157,950 ft2 at 6% . For a
quarter it is 3 times as much and for a year , 12 times .

To determine the number of drilling grid cells of ore mined in a month , a quarter and
a year , we have considered two basic drilling grids : 140’ and 70’ . Hence , at a 3% cut-off ,
there are 226,460/{140x140)=12 ore composites on a 140 ft grid in a month volume and 46
composites on a 70 ft grid . At 6% cut-off , number of composites are respectively 8 and 32 .

First uncertainty is on the estimated surface ( or volume } of ore above cut-off . This
uncertainty depends of the degree of "connectivity” of the ore above the cut-off and the overall
proportion of ore above that cut-off in the ore type being mined . Obviously , we can be more
confident on the estimate of volume of ore above cut-off if 80% of the samples are above that
cut-off instead of just 20% . More precisely , the “relative” error ( or precision ) is likely to be
higher in the second case . Then we can anticipate that the errors on volumes at 3% are less
than at 6% and that we should do better in 40-70 than 20-30 because there is a higher
proportion of composites above the usual cut-offs in this ore type . The connectivity of sample
values above a cut-off can be measured through a variogram of indicator at that cut-off . The
indicator value of a composite is 1 if the grade of the composite is above the cut-off and 0
otherwise . Figure 13 shows horizontal variograms of indicator at 3% Pb+2Zn cut-off in 20-30
. Figure 14 has the same type of variograms but for cut-off 6% in 40-70 . As a general rule ,
indicator variograms have about the same features as the corresponding grade variograms
. Once indicator variograms are modelied , we can determine v, the extension standard error
of the indicator of a composite to its cell of influence . Then to get the relative standard error
of the surface ( or volume ) above cut-off , we use a formula derived from the general one
presented above :

V = v{(nxp)*?
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Where p is the overall proportion of composites above the cut-off . This formula has been
implemented in ore types 20-30 and 40-70 , at 3% and 6% Pb+2Zn cut-offs , and for 70’ and
140’ drilling grids . Results are given in Table 7 . We can see that :

+ monthly standard errors vary from 4.6% ( 70 ft grid - 3% cut-off - 20/30 ) to 26.6% (

140 ft gnid - 6% cut-off - 20/30)

+ yearly standard errors vary from 1.3% (id ) to 7.7% (id )

+ as expected , standard errors are increasing with cut-off .

+ as expected , at the 6% cut-off, standard emrors in 20-30 are higher. than in 40-70

because the proportion of values above that cut-off is less ( 34% vs 54% )

+ at the 3% cut-off , standard errors in 20-30 are slightly less than standard errors in

40-70 because of the better connectivity of data above that cut-off in that ore type .

As indicated in the previous section , the above standard errors correspond to a 68%
confidence . For a 95% confidence , all numbers must be doubled .

The error on tonnage above cut-off is a combination of the error on volume and the
error on the estimated average specific gravity above the cut-off . Relative variations of specific
gravity are rather limited : in 20-30 , average SG of composites at 3% cut-off is 3.25 with a
standard deviation of 0.35 . At 6% cut-oft, average is 3.39 and standard deviation is 0.34 . In
40-70, average SG varies from 4.14 to 4.17 whereas standard deviation stays at 0.42 with cut-
oft from 3% to 6% . Based on these statistics , we can determine that the relative standard error
of estimated SG above cut-off are : 1.3% ( 70ft grid) and 2.5 % (140 ft grid) for monthly blocks
, 0.3 % (70 ft grid) and 0.7 % (140 ft grid ) for yearty blocks , at both cut-offs and in the two ore
types . Theoretically , the relative error variance of tonnage would be the sum of the relative
error variance of volume and the relative error variance of SG . Now there is some negative
correlation between volume and SG above cut-off : if we underestimate the volume , we
probably overestimate the SG . As a result of this negative correlation , we think that the relative
standard errors for tonnage above cut-off should not exceed the relative standard errors for
volume above cut-off in Table 7 .

The error on estimated average grade ( Pb+2Zn ) above cut-off can be derived from the
general formula . Inthat case , v is the extension variance of the Pb+2Zn grade of a composite
above cut-off to its cell of influence . It is derived from a variogram of composite grades above
cut-off . Figure 15 presents horizontal variograms of %Pb+Zn above 3% in 20-30 . On figure
16 , we have the same type of variograms for %Pb+2Zn above 6% in 40-70. ltis interesting to
note that , as we increase the cut-off , the dispersion of grade values is decreasing : in 20-30
, at a 3% cut-off, mean and standard deviation of %Pb+2n values are respectively 6.21% and
2.45% ; at 6% cut-off , they are 8.39% and 1.96% . In 40-70, as cut-off goes from 3% to 6%,
mean %Pb+Zn above cut-off goes from 7.84% to 9.44% and standard deviation goes from
3.09% to 2.46% . Hence , for average grade , magnitude of estimation errors decreases with
cut-off . Relative standard errors for grade are detailed in Table 8. Conclusions are :

+ monthly standard errors vary from 3.3 % ( 20/30 - 70’ grid - 6% cut-off) to 8.7% (40/70
- 140’ grid - 3% cut-oft ).

+ yearly standard errors vary from 1.0 % (id.) to 2.5% (id.)

+ as expected , relative standard errors decrease with cut-off

+ standard errors are slightly better in 20-30 than 40-70 at all cut-offs .
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All the above errors are given for ore types 20-30 and 40-70 separately . If production
in a given period is made of a mixture of the two ore types , the relative standard emor is a
weighted average of standard errors of each ore type in the same proportions . If production
is made of 50% 20-30 and 50% 40-70 , we get the 95% confidence precision of Table 9. From
that table it appears that relative errors are higher for tonnage than grade . Additional
calculations show that :

+ in order to get 95% relative standard errors of less than 5% on monthly estimates ,
we need a drilling grid between 35’ and 40’ at 3% cut-off and between 15’ and 20’ at 6% cut-
off :

+ in order to get 95% relative standard errors of less than 2% on yearly estimates , we
need a drilling grid of about 50’ at 3% cut-off and 25’ at 6% cut-off .
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Table 7 Relative standard errors (%) on estimated surface ( volume ) above cut-
off.

Cut-off 3%Pb+Zn 6%Pb+2Zn

Ore type 20-30 40-70 20-30 40-70

Propdrtion of composites 0.76 0.80 0.34 0.54

above cut-off (p)

Extension standard error (v)

70’ grid 0.27 0.31 0.44 0.36

140’ grid 0.30 0.32 0.44 0.37

Monthly standard error (V %)

70' grid 46 5.1 132 8.6

140’ grid 10.1 10.5 26.6 17.7

Quarterly standard error (V %)

70’ grid 26 3.0 7.6 5.0

140’ grid 58 6.0 15.4 10.2

Yearly standard error {V %)

70’ grid 1.3 1.5 38 25

140’ grid 29 3.0 7.7 5.1
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Figure 15 Horizontal variograms of %Pb +2Zn above 3% cut-off in 20-30
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Figure 18  Horizontal variograms of %Pb+2Zn above 6% cut-off in 40-70
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Table 8 Relative standard errors (%) on estimated %Pb+2Zn grade above cut-off
Cut-off 3%Pb+Zn 6%Pb+2Zn
Ore type 20-30 40-70 20-30 40-70
Average grade above 6.21 7.84 8.39. 9.44
above cut-off (%Pb+2Zn)

Extension standard emor (v}

70' grid 1.56 228 1.58 203
140’ grid 1.70 232 1.61 2.06
Monthly standard error (V %)

70’ grid 37 43 3.3 38
140" grid 8.1 8.7 6.8 7.7
Quarterly standard error (V %)

70’ grid 21 25 19 22
140’ grid 4.6 5.0 39 4.4
Yearly standard error (V %)

70’ grid 1.1 12 1.0 1.1
140’ grid 23 25 20 22

Table 9 Average 95% confidence precisions ( 50% 20-30 + 50% 40-70)

Peniod - Month Year
Drilling grid 70' 140° 70' 140’
Tonnage

3% cut-off 9.7 20.6 28 59
6% cut-off 21.8 443 6.3 12.8
Pb+2n grade

3% cut-off 8.0 16.8 23 48
6% cut-off 7.1 14.5 20 42
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1-5 VALIDATION OF VARIOGRAMS AND ERROR PREDICTION

One way to check the validity of the prediction model is to reestimate samples from
samples around. Estimates are compared to true values and actual errors with predicted
errors.

For example, if we take the 742 bench composites of type 20 and 30, we can krige the
% Pb + Zn grade of each of them using % Pb + Zn values of neighbor composites of the same
type but in different holes. With the standard 400’ x 150" x 60'search ellipsoid, we can
reestimate 719 composites. Average estimate is 5.19% Pb + Zn which compares well with the
mean value of the 719 data (5.18% Pb + Zn) i.e. the average error is virtually zero. The
average absolute error is 2.35% Pb + Zn and the average squared erroris 8.79i.e. a standard
deviation of 2.96% Pb + Zn. In other words, the average experimental uncertainty in the
reestimation of samples from nearby samples is 2.96/5.18 = 57%. The average kriging
variance is 8.02 or a standard deviation of 2.83% Pb + Zn, very close to the experimental value
(individual standard errors vary from 2.35 to 4.05% Pb + Zn). These standard errors of about
2.9% Pb + Zn in the reestimation of composites at distances from 70’ to 140’ are consistent
with the predicted standard errors of 1.20% to 1.73% Pb + Zn in the estimation of 25’ x 35'
blocks at about half those distances.

The same method can be used to test various features of the variogram model =

+ if we do the reestimation using a variogram model with no horizontal anisotropy
(honizontal range = 300’ in all directions), the absolute error is 2.34% Pb + Zn, the
experimental error variance is 8.84 but the average kriging variance is only 7.50. Hence
this model is giving estimates as good as the anisotropic model but the predicted error
is too low.

+ if we do the reestimation with a model with no nugget effect, absolute error is 2.44%
Pb + Zn, experimental error variance is 9.63 but average kriging vanance is only 6.45.
Hence a nugget effect gives better estimates and a more realistic predicted error.

+ if we do the reestimation using only the nearest composite in the 400’ x 150’ x 60’
search ellipsoid, the average absolute error is 2.96% Pb + Zn hence distance weighting
interpolation methods like kriging are preferable to polygon.

Back to the original prediction model, another way of checking the validity of error
prediction with the sample reuse method is to count the number of times when the actual error
is less than the predicted standard error or less than twice the predicted standard error.
According to a normal model for the distribution of errors, we should have 68% of the errors
less than the standard errors and 95% of them less them two standard errors. Actual numbers
are 480 out of 719 i.e. 67% and 683 out of 719 i.e. 95%.
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Even if the prediction of errors is correct, the estimates of composites are not that good

as indicated by the correlation plot of figure 17. Correlation coefficient of estimated and true
values is in fact only 0.18. What we can notice on this diagram is that estimates are smoother
(less dispersed) then actual values. In fact the standard deviation of estimates is only 1.41%
Pb + Zn whereas that of true values is 2.88% Pb + Zn.
A direct consequence of too smooth estimates is an overestimation of the proportion of values
(tonnage) above a low cut-off and the underestimation of the proportion of values above a high
cut-off (Table 10). Estimated grades above cut-off are always underestimated. Hence
somekind of correction is necessary to "unsmooth* the distance weighted estimates. This
would be considered in the next section.

In 40/70, the reestimation of composites is giving similar results: with the current
variogram model, out of 985 reestimated samples, the average error is 0.07% Pb + Zn (mean
of true values is 6.65% Pb + Zn, mean of estimates is 6.57% Pb + Zn), the average absolute
error is 2.22% Pb + Zn, the experimental error variance is 8.43 (standard error: 2.90% Pb +
Zn) and the average kriging variance is 8.89 (standard error 2.98% Pb + Zn). Also 73% of the
actual errors are less than the predicted standard error and 95% of them are less then two
standard errors. Correlation of estimates and true values is much better than in 20/30 (figure
18). Correlation coefficient is now 0.61. Oversmoothing of estimates is still present. As a
result, since now all cut-offs are less than the mean grade, all the proportion of values above
cut-off are overestimated and all grades above cut-off are underestimated (Table 11).
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REAL®4 FD(100,10) ,
REAL#4 RDIP,SE, SEN, LA, PA, RATIO, PSTR, WEFF, P6, PH, SF

v INTEGER 1,J,K
INTEGER NP

CHARACTER#4 F1(100)

Cees GET THE DATA

WRITE(#, 1) :
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| NP=1

100 WRITE(#,2)
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IF(PIINP) . EQ.TXXXX") &0 TO 200
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|
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30 FORMAT(A4)

Céx¥  AREA = FEET, PERIMETER = FEET, HEIGHT = FEET, LOAD AREA = FEET
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WRITE(¥, %) ' SEM ', SEM
Cré#  CONVERT LOAD AREA 70 SQUARE METERS

LA=PD(NP,4)/10.738

Cresx CONVERT PILLAR AREA 10 SOUARE METERS
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Figure 18: Scattergram of real I Pb + Zn value and estimated I Pb + Za value
in 40/70.
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Table 10:

Cut-off
(% Pb + 2n)

3

4

Table 11:
Cut-off

(% Pb + Zn)
3

4

Reestimation of composite % Pb + Zn grades.

3
1

estimated values above cut-offs (% values).

2030
Actual

76

61

34

Estimated

g5
79
55

27

40/70
Actual

80
73

54

GEOSTAT

Proportion of actual and

Estimated
95

72

57

Reestimation of compaosite % Pb + Zn grades. Mean % Pb + Zn grade (no SG
weighted) above cut-off: actual and estimated.

20/30
Actual

6.24
. 693
7.58

8.41

Estimated

5.32
5.68
6.79
6.88
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. 40/70
Actual
7.83
8.28
8.83

9.42

Estimated
6.78
7.19
7.63
821
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16 CORRECTIONOF BLOCKESTIMATES FOR PROPORTION OF BLAST HOLE
IN BLOCKS

Another way to validate the long term prediction of block values from drill hole bench
intercepts is to compare block estimates derived from those intercepts and blast hole grades
in the same blocks. .

We have % Pb, % Zn, % Pb + Zn as well as coordinates from 2083 BHs in benches
3490, 3470 and 3450 in the south phase of the pit. Table 12 lists some statistics of those blast
hole values according to rock code. We can see that most of the blast holes that we have are
in rock type 50. We have a significant group of *55" that we did not have before and which
seems to have the same (low) means grades as type 40 in DHs. With the exception of 70, ali
mean B.H. grades in that zone are higher than the overali D.H. mean grades (Table 1-3), hence
it is a relatively rich zone.

If we just consider the quartzite types, 20 and 30, we have 568 blast holes with % Pb
+ Zn values ranging form 0.10% to 14.83%, a mean of 6.39% and a standard deviation of
2.80%. Figure 19 is a map of those blast holes (x with size proportional to % Pb + Zn) in
bench 3470. On the same map, we have the 20/30 D.H. composites in the same bench(0 also
with size proportional to % Pb + Zn). We can notice that, overall, there is a good agreement
between ore type characterization of D.H. composites and blast holes. There are however a
few 20/30 D.H. composites which are more than 25’ away from the closest 20/30 B.H., hence
there are almost coincident with a B.H. which is not classified in type 20/30.

We can find ali the blocks of the 25’ x 35’ model which contain a blast hole of type 20/30
and do the interpolation of the % Pb + Zn grade of those blocks from the drill hole composites
(Figure 20). All together there are 413 blocks but since the blast hole grid is about 20°, most
of the time, there is only one blast hole in a block. The interpolation method that we use is
kriging with the variogram model of % Pb + Zn for 20/30 D.H. composites (Table 4) and the
400' x 150’ x 60’ search ellipsoid.

If we compare the mean kriged grade of the 413 blocks with the mean grade of the 568
blast holes in those blocks, they are reasonably ¢lose: 6.24% Pb + Znvs 6.38% Pb + Zn. The
difference of 0.14% Pb + Zn (or relative difference of 2.2%) is consistent with the monthly and
quarterly precision figures of % Pb + Zn estimates in 20/30 of table 10 (413 blocks represents
about 1.5 months of production.

Even if means are close, the correlation between kriged D.H. grade of a block and mean
B.H. grade of that block is not that great (Figure 21): correlation coefficient is only 0.11. The
main reason for that poor correlation is the oversmoothing of kriged block values; kriged
values range from 3.31 to 9.59% (standard deviation: 1.02%) whereas B.H. values range from
0.10 to 14.83% (standard deviation of 2.68%).

As a direct consequence of that oversmoothing, if we apply the usual cut-offs to the

kriged block values, tonnages are too high and grade too low (Table 13). Tonnage difference
is as much as 30% (5% cut-off) and grade difference as much as 17%.
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If we repeat the same exercise in 40-70 (excluding 55), we end up with 79§ blocks that

contain at least one blast hole of either 40, 50, 60 or 70 type. Mean of kriged values for those
blocks is 8.16% Pb + Zn whereas the mean of blast holes in these blocks is 8.84%. This
almost 10% difference is more than what can be expected. A closer look at the location of
biast holes with type 55 indicates that they are in regions with D.H. composites of type 40
(Figure 22). Hence it seems more reasonable to krige all blocks that contain blast holes of type
40, 50, 60, 70 and 55 with the 40/70 D.H. composites. In that case, we end up with a mean of
909 blocks equal to 7.75% Pb + Zn whereas the mean of the BHs in those blocks is 8.12% Pb
+ Zn.

Difference is less than before but still faidy high. It shows that when a few low grade
D.H. composites of type 40 are used in the estimation of mostly high grade 40-70 blocks, there
is some overall underestimation of grade.

if we restrict ourselves to types 50-60-70, we have 1148 biast holes with % Pb + Zn
values ranging from 3.13% to 18.21%, a mean of 9.07% and a standard deviation of 2.73%.
Map of those blast holes in bench 3470 (together with the D.H. composites in the same bench)
is on figure 23. In that case, we see that all D.H. composites are surrounded by BHs of the
same type. However, we can see extensive zones of blast holes 50/70 with no 50/70 D.H.
composites around = D.H.composites in those zones have probably been assigned a different
rock type.

There are now 765 blocks with 50/70 BHx in them (Figure 24). The average kriged %
Pb + Zn of those blocks is 9.02% which compares well with the mean B.H. of 9.07% Pb + Zn.

However, like in 20/30, correlation of D.H. estimate with B.H. value is not good (Figure
25). Correlation coefficient is a mere 0.31. Like before, this poor correlation is derived from
the oversmoothing of block estimates: kriged values range from 5.70 to 10.94% (standard
deviation: 1.11%) whereas B.H. values go from 3.13% to 18.21% (standard deviation: 2.52%).
Again, because of that oversmoothing, if we apply a cut-off to the kriged block values,
tonnages are too high and grades are too low (Table 14). Tonnage difference is as much as
14% (6% cut-off) and grade difference, 7% (same cut-off).

A way to overcome the oversmoothing of straight block estimates is to estimate the
likely proportion and grade of blast holes above the cut-off in each block,

We can take the kriged estimate as the mean of that distribution. lts variance can be
derived from the variogram of D.H. composites: it is simply the average value of the horizontal
variogram in a rectangle 25' x 35'. Rt is 4.41 in 20/30 and 4.53 in 40/70. The shape of the
distribution can be assumed to be a simple model, norma! or lognormal (considering the
histograms of D.H. bench composites, the best assumption is probably lognormalin 20/30 and
normal in 40/70).

We have tried a "lognormal short cut® correction of the kriged block values in both 20/30
and 50/70 with the above variances. This means for example that if we have a kriged block
estimate of 5.54% in a 20/30 block, we estimate that:
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6.8% of the BHs in that block are below 3% with a grade of 2.58% Pb + %

17.2% of fhe BHs are between 3 and 4% with a grade of 3.54% Pb + Zn.

22.1% of the BHs are between 4 and 5% with a grade of 4.50% Pb + Zn.

19.5% of the BHs are between 5 and 6% with a grade of 5.48% Pb + Zn.

34.4% of the BHs are above 6% with a grade of 7.82% Pb + Zn.

This is far different from the answer that you get if you apply the cut-off directly on the
Silr?g?y?stimate. In that case the estimated proportions for the s§me grade categories are

0, 0,0, 100% and 0. If we sum all the estimated proportions and grades above cut-off
in each block, we get the results of Table 15.

We can see that the correction is achieving its goal: reduce tonnage and increase
grade. Maximum tonnage difference is now 8% in 20/30 (6% cut-off) and 3 % in 50/70 (6% cut-
off maximum grade difference is 5.4% in 20/30 (3% cut-off) and 2.4% in 50/70 (6% cut-off).




Table 12:

Rock
type

0
10

20

30

40

50

55

60

70

20 + 30

40 + 50
60 + 70

40 + 50
60 + 70
+ 55

50 + 60
+ 70

All

Summary statistics of B.H. data available.
Mean % Pb

Number
of BHs

37
12
398
170
55
1061

263

81

568

1203

1466

1148

2083

1.09
1.56
2.16
2.85
221
3.46
1.66
4.61
3.75

2.37

3.42

3N

3.48

2.86
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Mean % Zn

1.03
2.47
3.756
4.65
3.35
5.60
1.99
7.33
525

4.02

5.49

4.86

5.59

4.55

Meerf Po + 2h

212
4.03
5.92
7.50
5.56
9.05
3.65
11.96
9.00
6.39

8.91

7.96

9.07

7.41
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Table 13: Resources above cut-off from D.H. kriged block estimates and blast holes In
those blocks. Type 20/30 - 413 blocks.

Cut-off Kriged D.H. values B.H. values

% Pb + Zn % above %Pb +2Zn % above % Pb +2Zn
above . above

3% . 100 6.24 91 6.81

4% 98 6.28 82 7.17

5% H 6.42 70 7.63

6% 59 6.86 53 8.33

Table 14: Resources above cut-off from D.H. kriged block estimates and blast holes in
those blocks. Type 50/70 (excluding 55) - 765 blocks.

Cut-oft Kriged D.H. values B.H. values

% Ph +2n % above % Pb + Zn % above % Pb +Zn
above ' above

3% 100 8.90 100 9.02

4% 100 8.90 _ 99 9.07

5% 100 8.90 97 9.18

6% 100 8.90 87 9.56
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Table 15:

Cut-oft

% Pb + Zn
3%

4%

5%

6%

Resources above cut-off after corection of oversmoothing by lognormal shont-
cut (dispersion variances of 4.41 and 4.53 in 20/30 and 50/70 respectively).

Type 20/30
% above % Pb + Zn
above
95 6.44
84 6.81
67 7.38
49 8.09

Type 50/70
% above % Pb + Zn
above
100 8.90
99 8.94
96 9.06
90 9.33




1000 21200 21400 218600 21800 72000
o a O
>
Ir8n0 s <x o prd ]
% - X 7
X
% X% X
X
X X w X X X A
X ;{K .
S o XN \A/?s
IT800 o §- » Ix £ay \n/\’\@ 7800
bd >
% 2 : %
X
g' () X X
b 4 %
X X 37
3700 v " 400
X ). 4
% x X »
x)S% >Ex
. b %
x w X
@ (D N og x iy n C‘
31200 );0‘ X X X b il 37200
X D O
x%KX
%x
) . O
ITCO0 0 37000
21000 21300 21400 216800 21800 22000
LEGEND mamtr ] mit JoySTEMES GEDSTAT [NTERNATLIONAL
x Batew 3.00
5 Beler $.00 vty vt | Wi | CYRRAGH RESOURCES INC-
x Bales 100.00 FARQ OEPOSIT
1 TEST KRIGING IN BENCH J470
"&ﬁ:"‘scni 111200 Leswtian af BHs end ONe - type 20730
DWG

L IR.Y , BN ] Ml e A A Nat Wl

Figure 19: Map of 20/30 DHs and SHs
in bench 3470.

b




21000 2120 21400 21800 21800 22000
e
reod L ITROO
l+ [+
—
b [
s
]k |
3
31800 1:3:3:9 areoe
ol ksl &
(1]
nls]
o G- G EH
W400 s ;] k ] JT400
! 5
1533 < |
<11 _‘1 5] B 5
Rave o 53 Iﬁ_ 3r200
NN
000 370040
21000 21200 21400 21800 21800 22000
" p— LLypoc = sLice mrarns 11 sam vy L o ISYSTEMES GEOSTAT INTERNATIONAL
E : 7% 31 % [ ::on: ::2: Y LED 47 [ CURRAGH RESOURCES INC.
=4 . E] FARD DEPOSIT
- . . won.sri{SCALE 111200 ;'E’:Iz:lic;:g:;n BENCH 3470
m DWe MAP OF BLOCK ESTIMATES

WS 1 A WA TR Y

Figura 20: Map of estimated 20/30 blocks in
bench 3470.

45




see PROGRAM CORREL eee
20.0
19.0 —
16.0 —
: * b
14.0 —
L, ]
- -
@ 1= 12.0 —
M -
= .
3 I0.0—_'
P =
’ 8.0
* -
i —
L —
o.o:
3
4.0
2.6
n » 3‘00:. .
-1 *
- Fa
0.0 1—|;1|||1||nl||1ﬁ||nn|1nl|l|l—l—|||n[:_”l]r”,
o0 2.0 4.0 6.0 8.0 10.0 12.0 140 16.0 13.0 20.0
Kriged Phsla froem 11, ]

@ igure 21: Corralation of kriged DH block and mean BE I Pb + Zn
in 20/30.




-

NIGJX

00'0

RELATLYE FREOUENCY (X}

- - L - “ - ~ -

8 3
i

ppa et Co o g (paaadaanadaypafaaaydsaaajoysadaciy

[-1 A

iaalaitasal

3

oo 0OV

sdadaaslaasaadaaatalisaaataaiatdsia)

DOt B1 DOO'ZL 009°FI DOE-EY

30VYD INIZ+0¥31 40 WYYDOLSIH

XPBIN

CUMULATIVE FREQUENCY DIAGRAM DF LEAD+ZIKC GRADE

Sada ity bar g bangloty

.000

Lhiaglag

-
-

-

:

2layaleaalaggls

5

LR 1 711
3 30 Jos0 0 ¥

CUMULATIYE FREOUENCY (X}

1 1
" »

T T
".e "o

e1qETTTAR

2+ 42§ BN 117 Jo waloyeg 197 eanlyy



Pigere 721 Kap of 40 Dis and 33 Fis in b
e e 11aee nece 21000 12008 uzn
4
.
e race
@ x X
LN I x
fun Py
X)"(;('Xt =X X
- - t ]
e L ::' o a7ece
>4 nuw o L]
x B -
X
x O = “‘52
= u -
X )&' ¥ x &
x
W xu-J X D ).1 X 3T e
% . o
-
T - x L4 T
[u]
o]
2o weos
H
11008 1308 1100 20n xoow 3008 1
':l“":'_ e T o TCYSTENMES GEOSTAT INTERNATIONAL | |
F ] ”e »! ’ . -
X Betve S.00 S = " CURRAGH RESOURCES INC. 1
W Belew 10000 FARO DEPOSTT 1
o SCALE 191200 TEST XRLQING [W BENEM 3470
- h—_ Losatron of BMe snd DMe = ipps 83 !
i )




11000 11200 e L1000 1 008 etd
(U]
e t ]
5 £ e
b
T T e
o o
I7 s L _J
o
e e
— (U
a
v

T 37000

210 1100 A1 b 2N by Thhed

LEcExD = = JISYSTEMES GEDSTAT INTERNATIONAL

Belee 3.00

5 baive 898 == el S 1 CURRAGH RESOURCES INC.
e O Baien (-0 FARD OEPOSIT
SCALE 141200 TEST KA1OING IF QENCH 3470
1o s Lsh - ! Loestisn of BMe ond DMe = type J0/70

rigure 23 Msp of 30/70 D¥a snd s ia
wench M

Ll ]




meod 3 0% A1 40 B3l 3 pIE 1200
IThe8 E T
| E! q LT'T <]
) bl
S.F. .1
e Hees
AN
T ﬂmt e
3333
—— ST TN
T Teee
LIt ) b1t et ness bl e
- - Wi memm 1 == 0 {SYSTENES GEOSTAT INTERNATONAL
& e v 241500 == &= 1 CURRAGH RESOURCES INC-
= -~ H PARD OLPOR] 1
SCALE 121200 TEST KRI1QIND 1MW BINCH J470
e —— we-D - /10
na? OF BLOCK ESTIMATES

- A es W ke e

Piguzre 14t Mep of estimetad 30/70 Hlecks in

Banch 70

T i ST

e

o<
R

49

incud
aelals



e

sse PROGRAM CORREL eee
20.0
13-0_' *
. +
16-0—' F + + :_
_ . K
] RN
- ‘:...’
14.0 + c;" *
L 2
3 3 SR 5>
o n L ] + “*
- ‘2.0— * ; A
= RIS %<
: - 0""‘{#“
- - ot
— +» L 4
. . 0}
: . i 3
';‘ 8-0__'
a .
™ — 3& *
- .
6.0 — i Y ':..
_ 0""%:
. T e s
4.0 — ‘e # + .
- . ¢ * 8
- & L 2 *>
2-0—
0.0 T T T Ty T[T TV TV TV TV T[T I AT [P T[T ipvTTT
0.0 2.0 4.0 6.0 8.0 10.0 12.0 14.0 18.0 18.0 20.0
Krigsd PB+In frem DH

Figure 25: Correlation of

kriged DH block and mean BH block Z Pb + Zn in 50/70.

50




1.7 VALIDATION OF THE GEOLOGICAL MODEL

In the current long term prediction model, blocks are first classified according to their
ore type, then their average grade is derived from drill hole bench composites of the same ore
type around the block. In addition to the grade inference error which has been covered in the
previous section, another source of error might be a wrong ore type assignment for the block.
To get an idea of the degree of misclassification of blocks according to their ore type, we have
checked the assignment of the ore code of drill hole bench composites against the assignment
of the same ore types to blast holes nearby (assuming that the categorization of blast holes
is more precise than that of drill hole bench composites since we can map ore type limits in a
blast). Inthat part of the study, we have looked at the ore type of the nearest blast hole {within
a 20’ distance) to each drill hole composite in the test benches 3490, 3470 and 3450. Resuits
are summarized on Table 16. Our comments are:

- more than 50% of the drill hole bench composites of type 20 + 30 (Total: 55) have a
blast hole of type 50 + 60 + 70 nearby.

- more than 50% of the drill hole bench composites of type 40 (Total: 26) have a blast
hole of type 55 nearby.

- about 70% of the drill hole bench composites of type 50 + 60 + 70 (Total: 96) have
a blast hole of the same type nearby.

Hence it appears that the classification of the predominantly high grade types 50 + 60
+ 70 is consistent from drill holes to blast holes.

Also, if we pool together the mostly low grade types 40 and 55, classification of these
types is also adequate. We have more problems with types 20 and 30 : most of the dirill hole
bench composites of those types are surrounded by generally higher grade blast holes of type
50, 60 or 70. Infact, out of the total 177 pairs of D.H./B.H., 55 (31%) involve a D.H. composite
of type 20 + 30 whereas only 37 (21%) involve a B.H. of the same type. Hence types 20 and
30 seem to be underrepresented in drill hole composites compared to blast holes.
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Table 16:

3 & 8 8 8 8
o
T

-
Q

composites of various types.

Ore type of nearest B.H.
0 10 20 30 40 50 §5
0 0 17 5 1 24 1
1 0 1 1 0 3 0
1 0 1 0 1 8 14
0 0 4 3 1 56 9
2 0 0 0 3 3 2
0 0 4 1 0 6 0
4 0 27 10 &6 100 26

70

o o

" Ore type of the nearest blast hole (within a 20’ distance) to drill hole bench

Total

49

26
75
10

11

177
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2 SHORT TERM PREDICTION FROM BLAST HOLE DATA A

We have already introduced the reference blast hole data set in section 1-6 with summary
statistics of their % Pb + Zn data on Table 12. Those blast holes are categorized according
to the predominant ore type. Since some of the ore types are mostly low grade (55) and
others are high grade (50-70), the distribution of all their % Pb + Zn values is rather
heterogeneous. Histogramis a “fat’ bell shaped curve with its peak at about 7.30 % Pb + Zn
and large quantities of low and high grades (Figure 26). There is also a tail of very high grade
data (above 15%). The coefficient of variation, 45% is fairly high considering that data come
from a fairly restricted zone. if we look at distributions of values according to ore types, we
also see some heterogeneities within each group:

X Distribution of the 37 %Pb + Zn values in type "0" is positively skewed with most
values below 2% and other values up to 7%.

X Qut of the 12 blast holes classified as "10°, 2 are above 12% whereas the balance
is 5% or less. As a result, the coefficient of variation for the 12 %Pb + Zn values
in that group is 89%.

X Most of the 398 values classified in type 20 are within the range 2-10%.
However, maximum reaches 17.68%. Coefficient of variation is similar to that for
overall data 46%.

X The 170 data in type 30 are more homogeneous. Most values are within the
© interval 3 - 14%. Coefficient of variation is only 35%.

X In type 40, we just have 55 values ranging from 2 to 12%. Coefficient of variation
is the same as overall (45%).

X Like in 30, the 1061 data in 50 are more concentrated: 90% of the values lie in
the interval 5 - 14%. There are a few high outliers up to 20%. Coefficient of
variation is a mere 30%.

X The 263 values in type 55 have the typical distribution of low grade material: lots
of low values (median is just about 2%} and a few scattered high values (up to
13%). As a result, the coefficient of variation is pretty high: 62%.

X There is not much to say about the 6 blast holes classified in type 60. Values
range from 6 to 16%. Coefficient of variation is 25%.

X Distribution of the 81 values in type 70 is well homogeneous with values from 5
to 13% and a coefficient of variation of 25%.
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Formally, the current short term prediction model is also a block model wi§ a distance
weighting grade interpolation method: blocks are the 25 x 25 ft volume of influence of a blast
hole and the interpolation method is nearest neighbor (or polygon). In other words, the grade
estimate for a blast block is the grade of the single blast hole sample in the middle of the block.
Like for the long term prediction model from drill holes, it is possible to assess the standard
error a single blast-block grade estimate or a group of them. We just need compute and
mode! variograms of blast hole grade.

At this point, we can calculate a) a global variogram of all the 2083 B.H. data available whatever
their rock type assignment b) variograms in each rock type or combination of rock types.

Blast hole variograms are well defined provided they are computed on a few hundred data
points. We have just computed horizontal variograms: with only data from 3 benches, we don't
have that much information on B.H. grade variations through benches. Also, if we were to
implement a blast hole distance weighting grade interpolation procedure (some form of blast
hole kriging) we would tend to limit ourselves to blast holes on the same bench as the blast-
block to estimate.

An example of blast hole variogram is given on Figure 27. Rtis for the % Pb + Zn of all available
blast holes. In addition to the average variogram (circles}, we have directional variograms
along E-W (triangles) N-S (X) NE (+) and NW (diamond). Step to classify distances is 25’
along E-W and N-S and 36' along NE and NW. All variogram points are defined from a large
number of samples. There is no restriction on sample data. Those variograms show:

+ a well defined nugget effect of about 4 (%)? i.e. about 35% of the variance of 11.5.
Note that this is exactly the same as the nugget effect of % Pb + Zn of bench composite
in both 20 + 30 and 40 + 70 ore types. Hence it looks like the sampling precision of

blast holes is as good as that of drill holes,

+ a short range structure of about 100’ (average variogram). For short distances, less
than 100°, we can detect some anisotropy pattern on directional variograms which is
similar to the one observed on the bench composite variograms of type 20-30: top
variogram (least continuity) is E-W and bottom variogram (best continuity) is N-S.

+ a long range structure of about 350’ i.e. similar to what we had for the D.H. bench
compasites variograms.

Blast hole variogram models for various combinations of ore types are given on Table 17. We
can see that:

+ the strong E-W/N-S anisotropy that we had for D.H. composites in 20/30 is still visible
in the blast hole grades of the some ore type.

+ likewise, the variograms of blast holes in 50-60-70 is isotropic.




+ low grades 40 and 55 have been pooled together for variogram computation. The
variograms show a strong trend at long distances due to the presence of isolated high
grade blast holes categorized in those ore types. The model used does not take that
trend into account.

To check the performance of various blast hole grade interpolation methods, we ¢an use the
same sample reuse method that we had for D.H. bench composites. The idea is to reestimate
each of the 2083 B.H. % Pb + Zn grades from blast holes around using various interpolation
methods and segregation of blast holes by ore type. Resuits are in Tables 18 and 19.

For example, if we do the reestimation with no segregation at all, we get a pretty good
correlation between original and reestimated B.H. grade if we use kriging (r = 0.70 - Figures
28). It is not so good if we just use the nearest neighbor method (r = 0.56 - Figure 28) even
if the dispersion of estimates perfectly matches that of the original data {see table 28). In fact,
even if kriged estimates are smoother than real values, we can see one advantage of kriging
over nearest-neighbor: the regression line of real on estimate is almost an y = x line. This
means that if we mine all blast holes with an estimate of 6% the true average of these blast
holes is 6% : we mine what we anticipate. There is no shortfall of grade above cut-off. On the
other hand, if we use the nearest-neighbor approach, the regression line is like y = 0.56 x +
3.2. if we enter estimates (x) of more than 3.2/(1.056) = 7.27% Pb + Zn in this equation, the
corresponding mean true value {y) is less than the estimate. Hence we overestimate high
grade. For example, if we apply a cut-off of 6% Pb + Zn to the nearest-neighbor estimates,
we get 1367 blast holes (66%) with an average estimated grade of 9.37% Pb + Zn but an
average frue grade of 8.57%. If we apply the same cut-off to the kriged estimates, we get 1560
blast holes {(75%) with an average estimated grade of 8.46% Pb + Zn and an average true
grade of 8.52%. Hence with kriging, we recover more tonnes (12%) at the expected grade.
With nearest neighbor we have a grade shortfall of 8.5%.

We get even better results if we do the kriging of blast holes independently in 20-30, 50-60-
70 and all the low grades 55-40-00-10 together. Correlation coefficient of real data and
estimates is now 0.74 (Figure 30), regression line of real on estimate is virtually y = x. Asa
result, if we apply the 6% Pb + Zn cut-off on the estimates, we recover 1519 data (73%) with
an average estimated value of 8.65% Pb + Zn and an average true value of 8.64%. We geta
little less tonnage than in the case when we use all blast holes together but with a higher
recovered grade. Qur selectivity has improved. :




10

27.%2

GAan

a3.00

22.30

20.00

e

—N, —N, N A 0 R

1o et _

160 280 3o 480 T oo OISt

VAR[ABLE PBIN ABSOLUTE VARTOGRAN
CURRAGH RESOURCES ~ TEST B.H. DATA ALL RDCK FYPES TOGCETHER

Pigure 171 Horisoutsl variograss of all bW,
£ rv + In avallsble.

37




7]
o
(-]
—
—
B

Correlation plot of real vs reestimated B.H. X Pb + Zn kriging.

together.

Figure 28

REESTIMATED BLAST HOLE XPB+IN ALL

- FARQ DEPOSIT

CURRAGH RESOURCES INC.

TTTTTITT] TTTITTTT] TTTTTTTTI

FTTTT T

rTrijrri ripthl

20

TTTTJITTITTITTTEI TTTITTITirinl
L= [« o o [=]
0 8 6 4 2

(uZ2+qd%) *niea o0y

12 14.0 16.0 18.0 20.0

10.0

8.0

4.0 6.0

2.0

{(4{Pb+1n)

velue

Eatianted

58



Figure 29: Correlation plot of real vs reestimated B.H. I Pb + Zn nearest neighbor.
All B.H.s together.
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Figure 30: Correlation plot of real vs reestimated B.H. Z Pb + Zn kriging. 3 separate
ore types.
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Table 17:

Blast
holes

Models of % Pb + Zn horizontal variograms for blast holes,

Nugget
(%)*

3.5

4.0

1.5

Sill
(%)’

3.5

20

0.5

0.5

Spherical 1
Ranges
yy

100 -

50

50

Sill

(%)

4.0

25

3.0

1.0

Spherical 2
Ranges
()

350

75 (E-W)
500 (N-S)

300

250

61

Sl
(%)*

Spherical 3
Ranges
®

-




Table 18:

B.H. grouping

All

All

50-80-70
00-10-40-55

Imerpolation

method

Knging

Nearest
Netghbor

Kriging

Number
of resstimations

2078

2078

2078

Emror

(%)

-0.017

-0.071

0.00

Statistics of errors In the reestimation of % Pb + Zn grade of B.H.s for BHs around (on the same bench).

Average
Absolute Experimental Theoretical
error error eror
variance variance

(%) (%)* (%)

1.84 5.83 6.07

2.34 10.04 9.43

1.72 5.12 4.95

62




Table 19: Correlation of estimates and real values In the reestimation of % Pb + Zn grade of B.H.s from B.H.s around (on the same bench).

Standard deviations Correlation Regression
Interpolation coefficient real = f (estimates)
B:H. grouping method Real Estimates
Al Kriging 337 226 0.70 y =1.04x-03
All Nearest 3.37 3.36 0.56 y=056x+ 32
Neighbor :
20-30 _
50-60-70 Kriging 3.37 2.46 0.74 y = 1015 x - 0.11
00-10-40-55
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