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Determination of the effect of operating cost uncertainty on mining

project evaluation
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Conclusion

The NPV of the Cayeli copper mine production project was
determined under three scenarios, i.e. using: certain metal price
and certain operating costs, uncertain metal price and certain
operating costs and uncertain metal price and uncertain operating
costs. The following results were concluded:

The binomial tree method is a suitable and applicable techni-
que for forecasting the economic uncertainties in mining
projects.

The conventional approach (Scenario 1) provided $81.75 M$
for the NPV, while the NPV in uncertain metal price and
certain operating costs situation was obtained for —327.2 M$.

The NPV in uncertain metal price and uncertain operating
costs situation was obtained for 106.0 M$.

The sensitivity analysis shown that even by changing in input
economic parameters, the NPV, which was computed in
uncertain metal price and uncertain operating cost situation,
was the greatest.
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