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MINE DEVELOPMENT ASSOCIATES
MINE ENGINEERING SERVICES

1.0 SUMMARY

Mi ne Devel opment A semmedthitdmcalreporiMdd feéhafteh slveproject

located in Presidio County, Texasthe requestdaur cana Cor poration (AAurcal
percentof the Shafte project through its wholly owned subsidiafgio Grande Mining Company

( A RGav)C.

The purpose ofhiis reportis to provide a technical summary of eeliminary Economic Assessment

(PEA) completed on the Shaftemoject The current report and assoe@tresource estimate have been
prepared in accordance with the disclosure and reporting requirements set forth in the Canadian Securities
Admini stratorsoé6 NDHLi ¢ AL 014 18s tCoumpeartdlCGRn@ndFormdx y 4 3
101Fl,aswellaswit t he Canadian Institute of Mining, Me 1
StandardsFor Mi ner al Resources and Reserves, Definit
by the CIM Council orMay 10, 2014.

The Shatfter project is focused on Bieafter silver deposit, whiadtonsists of replacement bodies, termed
mantos in a gently dipping to horizontal sequence of carbonate sedimentary rocks. The Shafter deposit
was exploited by historic underground mining activity from 1881 through 1942fwritter exploration

and development work being conducted up through 1999. Aurcana commenced recent development in
2011 with underground and limited oppit production starting in 2012 and ceasing in December 2013.
The projechas beemn care and maintancesinceDecember 2013.

The effective date of this reportAgigust 26, 2016.The purpose of this report is to provideechnical
summary ofthe Shafterprojectin support of aPreliminary Economic Assessmentepared by MDA.
George Burgermeister withamuel Engineering prepared sections13,18 and portions of section 21
dealing with processing. Section 20 was prepared by Stephen GlasiseM@ault Group LLC

1.1  Property Description and Ownership

The Shafter project itocated in soutitentral Presidio County in southwestern Texas. The sparsely
inhabited town of Shaftds situatedat the eastern end of the property, 40 miles south of Marfa and 18
miles north of the border town of Presidio, Texas. The Shafter progactansists ofugged highdesert
terrainon the southern side of the Chinati Mountaorsthe slopes above the Rio Grantidley.

775-856-5700

210 South Rock Blvd.
Reno, Nevada 89502
FAX: 775-856-6053
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The Shafter property consists of a totalapproximately3,960acres owned or controlled by RGMC.

Surface and/or maral rights may be deeded to or leased by RGMC. RGMC leases mineral rights from
the State of Texas on 37 acres, with the remaini
held.

There are ayalties of up to 6.2ercentfor some of the pasts that comprise the Shafter property,
including some, but not all, of the parcels that overlie the mineral resource described in thisvieport.
of the mineralization is on lands where the royalty pe&entor less.

1.2  Exploration and Mining History

The mineralized areas in the Shafter district were first discovered in 1880 or 1881, and the Presidio Mining
Company was formed in 1881. Silver was produced from the Presidio mine from 1883 to 1926, when the
American Metal Co.acquired the Shafter propgrand continued productioAmerican Metal Co.
subsequently merged with Climax Molybdenum Company to form American M&@taax, Inc.

( A A ma kram) 1883 to 1942, when the Presidio mine was closed, total recorded production was 2.307
million tons of orecontaining 35.153 million ounces of silver at an average grade of 15.240z Ag/ton.

Ama x , Gold Fields Mining Corporation (AGold Fie
successively held the Shafter property and conducted extensive explorati@maégm 1926 to 1999.

Gold Fields identified the northeastern, dedip extension of the Shafter deposittending more than

5,000ft from thaleepstdevelopment worikigsin the Presidio minghrough a sysmatic surfacearilling

program During the D705 Gold Fields constructed a 1,052ft deep shaft to access and explore the
northeastern extension.

Aurcana purchaseBGMC and theShafter property in July 2008. RGMC is now a wholly owned
subsidiary of Aurcana. Aurcana began exploration at Shaft2@id and has conducted geophysical
surveying, drilling, mapping, angeochemicasampling since that time. Aurcana drilled 65 surface and
101 underground holes from 201irough Octobe2013.

A total of 1,694 drill holes are included in the databaséh® Shafter project, of which 1,04&redrilled

by Amax, 403weredrilled byGold Fields, 8&vere drilled byRGMC prior to their acquisition by Aurcana,

and 155 holeweredrilled by RGMCsincetheiracquisition by Aurcana. These holes include 43%aserf

core holes, 1,171 underground core holes, and 88 reverse circulation Woleadditional eleven
underground core holes were drilled by Aurcana in late 2013 after the database was finalized for use in
the resource estimate but before the resouraaa@stivas completed. These holes are included in the 101
Aurcana underground holes as stated in the preceding paragraph.

Aurcana reopened access into the Presidio mine on June 1, 2012, and production commenced on
December 14, 2012. In conjunction with ithderground operations, Aurcana began ggemining of
lower-grade mineralization from the Mina Grande pit at the Presidio mine on April 23, Z0imen

pit miningwas discontinued after the plant commissioning and testing phase were complkeia. pBx

to lower silver prices, the mine was put on carel amintenance in December 2018urcana reported

that from October 2012 through December 2013, mine production totaled 149,882 tons, and mill feed
from the mine totaled 109,599 tons. A totall8#,557 ounces of doré was poured.
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1.3  Geology and Mineralization

In this part of southwestern Texas, a thggdquence oflurassieCretaceous sedimentary basotks

overlies older Paleozoic basement. The sedimentary feguenceontains carbonatenitsthatextend

over 1,000 miles from southeastern Arizona and southern New MeRkroaigh northern Mexico and
southwestern Texaand were thrust faulted and folded during the Laramide orogeny. -fibarinc

deposits, of which the Shafter deposit is ganeple, occur ifPermian limestone, as well gese basinal
carbonate unitsDeposits such as Shaftemr e r e f e r rteangeratuce, carsonafleb s gbd depos
because of their irregular but sharp corgagth their enclosing carbonate host reck

The Shafter mining district is located on the south flank of the Chinati Moundaijlasent ta Tertiary
agevolcanic caldera. Outcrops in the district are predominantly Permian and Cretaceous limestone,
dolomite, siltstone, and sandstone, which evélited by uplift during the Laramide orogenmy late
Cretaceouso early Tertiarytime andwerelater cut by Tertiary intrusions.

The mineral deposits in the Shafter district ognainly assilica-replacement bodies along bedding planes
in the upper ums of Permian limestonesuallyjust below thainconformity at the base of tkkretaceous
rocks. The depositseferredto asmantodepositsaregenerallyparallel to the beddinghich dips gently

to the southeastManto thickness is generallyXb feet though can be highly irregulaith increased
thicknessalong localized nearertical structures which appear to have served as fluid pathwaiys
containing the same minerals as th@ntosare common in thevestern part of the Shafter district. Man
of these veins are fissure fillings and have brecciated zones.

At the Shaftesilver deposit, the massive limestone at the top of the Permian Cibolo Formasdhe

most favorable to replacement tmyneralizingsolutions in the vicinity of thePresdio mine this unit is

called the Mina Grande Formation. The erosional surface of the Mina Grande Formation developed karst
topography, which provided large opgpmacs that served as channels for mineralizing solutions. Silver
and base metalveredepaited where conditions were favorable.

The entire Shafter deposit is up to 1,500ft wide in a reothth direction and extends at least 2.5 miles

on a northeastrend. Silveris presenpredominately as oxidized acanthitefine-grained aggregates of
guartz, calcite, and goethite, with lesser dolomite, hemimorphite, willemite, anglesite, galena, smithsonite,
and sphalerite. Mineralogical studies on tailings suggest that -necoverable silver occurs as fine
grained, engasulated native silver and as argejaimsite.

14 Mineral Resource Estimate

The Shafter resources reported here are based on
date of the mineral resource estimatBéesember 112015.

Upon completion of the database validation process, MDA constructed 150 cross sections spaced 50ft to
100ft apart and looking northeast at 70°. One set of sections was magolimgy, which included
lithology, faults, silica alteratigrand clay/rubbl@reagust below the unconformityand then another for

silver mineralization High- and lowgradesilver mineral domains were modeled, and each represents a
distinct style of mineralization.The highgrade domain (>5.00z Ag/ton) is associated with gfison
silicified, fracturel and brecciated limestonegenerally with one to two percentead and zinc
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mineralization, while the lowrgrade domain is associated with weakly fractured and silicified limestone
characterized by silver grades between 0.80z Agdind 5.00z Ag/ton Thelow-grade domain occurs
outboard of thestrongly silicifiedhigh-grade domainvhich occurs primarily as a stiforizontal manto
directly below the Cretaceous/Permian unconformity.

The silver domainsen cross sectionserethenusedto code thalrill samples. Quantile plots were made

to assess validity of these domains and to determine capping levels. MDA capped 12 silver assays: two
in the lowgrade domain and 10 in the highade domain. Compositing was done to 4ft ddwte lergths

(the model block size), honoring all minedidmain boundaries.

The crosssectional geology and silver domains were rectified tdreeensionally to longsections on

10ft intervals that coincide with the mudidth of the model blocks. The long sects of theclay/rubble
zonesand silver were used to code the block model to percent of blodlkyyubble alteratioand silver
domain. The clay/rubble zones were specifically modeled on long section due to their general inverse
relationship withsilver mineralization.

Tonnage factors used for the resource estimate ranged from 1Ztbid4ed/ton. The factor ofl2.7

cubic fed/ton wasused for the lowgrade silver domairand 13.1chic fed/ton wasused for the high

grade silver domainTheunderground workings were imported into tfleck modelas a3D solid, and
resourceblocks were coded by volume percentage within the underground solid. Those blocks coded at
5 percent or greatesf under gr ound wor kings wer e oweed fiosnithbke r e d
classified mineral resource.

Thereportedresourceestimate was made using inverse distance to the third fiovestimate the grade

of each block Ordinarykriging and nearesteighbor estimates weldso madegor comparison and
validation MDA classified the Shafter silver resources by a combination of distance to the nearest sample
and the number of samples, while at the same time taking into account reliability of underlying data and
understanding and use of the geolodyhe Shaftereported resources are tabulatedable1.1. The

stated resoursarefully diluted to 10ft by 10ft by 4ft blocks amaretabulatedconsideringa silver cut

off grade of 40 oz Ag/ton. About 42 percent of the total resourcettst 4 0z Ag/toncut-off is in the
inferred category.

Table 1.1 Shafter Reported Resources
Shafter Reported Resource:

Class (o;:,l’i;()/f[zn) Tons 0z Ag/ton 0z Ag
Measured 4.00 100,000 8.73 888,000
Indicated 4.00 1,110,000 9.15 10,171,000

Meas. + Ind. 4.00 1,210,000 9.14 11,059,000

Inferred 4.00 870,000 7.47 6,511,000

1. Mineral Resources that are not Mineral Reserves do not have demonstrated economic viability.

2. Mineral Resources are reported at a 4 0oz Ag/ton cut-off in consideration of potential underground mining and conventional
mill processing.

3. Rounding may result in apparent discrepancies between tons, grade and contained metal content.
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1.5 Metallurgical Testing

At the end ohistoricoperations, in 1942, the average mill head grade was about 8 ounce per ton with an
average millsilver recovery of about 81 percentn April 2012, the Aurcananill was brought on line

utilizing whole-ore cyanideleachng to process 500 tpd of ore. Hoever, after the second year in
operation, the project was place on care and maintenance in December 2013, when design silver
production rates were not met. During #iemonthof operatiorthe mine and milproduced amverage

head grade of about 6 ounmer ton at less than@0 tons per dayndwith an average recovery of about

75 percent. Though these values did not meet the design parameters, the extraction performance was
consistent with the recovery prediction based on a constant tails gra&eoointe per ton.

Sincehistoricaloperations ceased in 1942, the silver mineralization from the mine and the adjacent Shafter
deposit has been tested with a number of laboratory programs, during which time various silver recovery
processes have been investigated. These include optitagsgravity concentration, flotation, and
cyanide and alternate leaching procedures.

Companies involved in earlier laboratory investigations include Gold Fields Research Laboratories of
South Africa (AGold FieldsohstCoubberadO(iSEENMBRODD) of
(AHazeno), Kappes, Cassiday & Associates (AKCAOQ)
Laboratories. The test results from each organization were sattlaugh more recent work focused on

whole cyanidatio and abandoned the earlier flowsheets which included initial production of a lead
concentrate with cyanidation of the gravity tailings.

More recently, laboratory studies have been completed for Aurcana by Inspectorate Mining and Mineral
Services Ltd.to evaluatevariousproposed process procedyraadPocock Industrial Ingto establish

settling and filtration parameters for the process desig2013 when the Aurcana mine was still in
operati on, SGS Metcom (fASGS0) the Shafteridepdsit osing foumi ner
composite samples selectedfrom@mmed a f i fth underground grab samg
selected by the mine geologists. The sample selection was based on the mine plan for the deposit and was
an attempt teonsidemineralizationtype variations in a series of upgrades and optimizations in the mill.

Given the current mine plan and the consistency of the leach residue grade from both early and most recent
operations, as well as previous and recent labytbekfollowing general design criteria was used in this
economic evaluation.

Plant Throughput: 600 short tons per day

Mine Plan Average Silver Head Grad: 8.56troy ounces per ton

Target Grind: P80 = 74 micron

Leach Residency: 72 hours

LeachExtraction: 825 percent

Overall Recovery 81.7 percen(99.1 of Leach Extraction)
NaCN Consumption: 1.58Ib/ton

Lime Consumption: 5.01b/ton

Note thatpercentextraction was calculated fure average grade feach period (first 3 years by months
and years after that) for the PEA based on the head grade and a constant 1.5 ounce talil.
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Recovery predictions are dependent on the head grade due to a relatively constant tails grade. The
consistency of the tails grade is due to occluded silver and silweeral, locked in quartz or jarosite
minerals at or below 10 micron range. This renders it inaccessible to cyanide leach without extensive and
expensive grinding. Practically all the nencapsulated Ag appears to be recoverable, making the
recovery pediction highly dependent on thuill feed head grade: (Recovery = (Head gradels
grade)/Head grade).

1.6  Mine Design

The mine design is based on using a 5 ounce per ton cutoff grade. The mine production rate is 600 tons
of material in excess of 5 ourgcef silver per ton, or 210,000 tons annuaBurpac mining software was

used to outline and designs the mining locatiohsninimum mining height of 8 feet was used to define
minable areas. The grade model used blocks that were 10 ft x 10 ft »gh.ftTtie outlines were done

in plan views at 8 feet mibllock elevation intervals of the blockluted resource model. The minimum
mining heightof 8 feet was usetb allow mechanized mining. The outlines include all internal dilution
material(i.e. material less than 5 ounces silver/tojreas with significant amount of internal dilution

were excluded to minimizdilution. Dilution can be further minimized by mining more selectively in
multiple passes or mining with conventional jackleg drildining is planned by room and pillar or cut

and fill methods. A 9percentextraction rate was assumed ompled stopes.

Production is planned to commence in the Presidio mine area that can be accessed by a decline that was
established during th&urcana mining between 2011 and 2013. Mining will proceed toward the Shafter
areawhen access to the mine will be by either the decline or through a rehabilitated abédtl.2 shows
thedevelopment schedule, whilablel1.3 shows theroduction schedule for mining the deposit.

Table 1.2 Mine Development Schedule

Heading Type YR -1 YR 1 YR 2 YR 3 YR 4 YR 5 Total ft
Presidio Rehab. 3,876 4,596 4,059 922 0 0 13,453
Shafter Shaft Rehab. 0 0 1,913 0 0 0 1,913
Shafer Mine Rehab. 0 0 246 2,124 1,604 0 3,974
Total Rehab 3,876 4,596 6,218 3,046 1,604 0 19,340
Presidio Development 0 1,338 1,059 1,773 2,118 1,186 7,475
Shafter Development 0 0 0 0 1,065 3,087 4,152
Vent Raise 0 744 0 0 0 0 744
Stope Access 0 320 305 145 10 55 835
Other 500 500 500 500 500 2,500
Total Development 0 2,902 1,864 2,418 3,693 4,828 15,705
Total Rehab + Development 3,876 7,498 8,082 5,464 5,298 4,828 35,045
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Table 1.3 Mine Production Schedule

ltem Year -1 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Totals

PRODUCTION

000's Tons 210.0 210.0 210.5 210.0 210.0 210.0 66.8 1,327.1
0z Ag/ton 9.93 9.73 8.26 6.66 7.86 8.92 8.47 8.56
000's Oz Ag 2,0854 2,043.6 11,7394 1,399.2 1,649.1 1,872.8 565.9 11,356.(
000's Tons Waste 11.6 38.7 42.1 63.4 72.0 64.9 0.0 0.0 292.6
000's Tons Total * 248.6 252.0 273.9 281.9 274.9 210.0 66.8 1,608.1
Tons Material Mined/Day 710.36 720.08 782.59 805.51 785.39 599.89 190.84

Figurel.1 shows the material planned to be mined.

Figure 1.1 Material Planned to be Mined

M Period 1 | Period 2 Period 3 Period 7

Mining will proceed from the left side of Figure 1.1 to the right, or from the existing historic Presidio
mine toward the Shafterea

1.7 Plant Design

George Burgermeiste6enior Process Engineer, PE, @ith Samuel Engineering prepared the plant
design and flowshedbr the PEA The Shafter mine processing facility proposed in this study will use
whole-orecyanide leach to extract silver from tindl feed material Metal recovery will be accomplished
using a standard Merrill Crowe CCD zinc precipitation method. Run of materialwill be crushed to
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a nominal 1 inclsizeusing a single jaw crusher for primary crushing and a cone crusher in closed circuit
with a product screen. The crushing planit aperate on a singlJed2-hour shift seven days a week to
replenish the crushenill feed stockpile. The stockpile will have enough capacity to feed the milling
operations which will operate with two twelve hour shifts to continuously operate 24 hiays/adays

a week.

Milling to the final leach feed product size of 80 percent passing 74 microns will be achieved by a single
ball mill in closed circuit with cyclones for classificatio€yclone overflowwill feed into a préeach
thickener. Thickeed slurry at 68 percent solids will flow to the leach circuit where it will be diluted with
returned filtrate from the zinc precipitation circuit and make up process water to a solids weight percent
of 45 percent. The p#each thickener overflow will rept to the process water tank for use in the grinding
circuit and as wash water for the tailings filter.

The leach tanks are design for 72 hour retention to achieve an extraction of silver at 82 percent. The slurry
from the leach circuit will report tthe counter current decantatigiCCDo) circuit using four thickeners

for cleaning of the slurry of pregnant leach solution at an anticipated wash efficiency of 96.0 percent. The
pregnant solution from the CCD circuit will flowkpumps to the deaeratiomessel and then to the zinc
precipitation circuit. Cleaned residue from the CCD ciratlitbe pumped to the tailings plate and frame

filters for one final wash before the residue cake is conveyed to a tailings load out area where it will be
haul to a Ihed dry stacked tailings storage faciligiltered tailings cake will be conveyed to a tailings

load out area to be hauled to the tailings storage facility or trucks for delivery to the mine operations as
backfill feed. The battery limit for th Samueledimate is the discharge end of the filter discharge
conveyor.

The zinc precipitation circuit will mix zinc with silver bearing pregnant solution causing the silver to
precipitate from solution.The silver precipitated slurryill be pumped through the iz¢ precipitation
filters to capture the silver as a cakine silver precipiate cakewill be transferred to a retort for drying
and to remove any contained mercumich will be collected for removal off site. The dried cake from
the retortwill thenbe mixed with flux and melted in a gas fired furnace for pouring in silver déh&
silver doré ido bestoral in a safe until it is shipped off sifer saleto a refiner
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1.8 Capital CostEstimate
The estimated capital cost for the projscshown in Table 1.4.
Table 1.4 Shafter PEA Estimated Capital Cost
CAPITAL COST $000'S YR -1 YR 1 YR 2 YR 3 YR 4 YR 5 YR 6 YR7 | TOTALS
Develop. Capital Cost $ 775|$ 4476|$ 3,767|$ 3511|$ 4753|$ 5794 $ $ - |$ 23076
Hoist, Headframe Rehab $ 795 $ 795
Paste Plant and Pipe $ 450( $ 50| % 50| % 50 $ 600
Plant Material Handling $ 300 $ 300
Mine Dewatering $ 200( $ 483 $ 683
Drilling $ 290|$ 218|$ 218[$ 530|$ 398|$ 606|F 156|$ 156|$ 2570
Mine Equip. Capital Cost $ 2,008|$% 3954($% 7711 $ 3,233 % 48| $ - $ $ - $ 10,014
Mine Contingency $ 399|$ 839|$ 587($ 738|$ 560|% 372|$ 16| $ 16|$ 3,527
Process Capital $ 7,743|$ 200|$ 200($ 200($ 200|$ 200|$ 200 $ 8,943
Env & Closure $ 655 $ 655
Owners Process Constructigpr 556 $ 556
Owners Cost $ 893 $ 893
Totals| $ 13,163| $ 10,170|$ 6,788|$ 8,262|$ 6,008|$ 7,021|$ 372|$ 827|$ 52,612
1.9 Operating CostEstimate
The estimated operating cost for the project is showrabie1.5.
Table 1.5 Estimated Operating Cost
Item LOM $000's $/ton
Mining $53,085.4 $40.0¢
Surface Hauling $1,854.1 $1.4dQ
Cement for Paste $6,308.1 $4.75
Paste Plant & Distribution $1,752.4 $1.32
Processing $28,798.8 $21.7(
G&A $11,280.6 $8.50
Totals $103,079.9 $77.67

1.10 Cash Flow Analysis

A Preliminary Economic Assessment [preliminary in nature, and it includes inferred mineral

resources that are considered too speculative geologically to have the economic considerations
applied to them that would enable them to be categorized as mineral reserves, and there is no

certainty that the preliminary economic assessment will be realizedA PEA study can only

demonstrate the potential viability of mineral resources and cannot be used to support mineral

reserves.
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MDA completed the cost estimates for the mine, while Samuel Engineemnmgjeted the cost estimates
for the plant. The economic model was prepared by MDA.

Based on the assumptions and estimated costs of the project, the bhsseaset pr esNPVda) val u
(at a5 percentdiscount rateof $18.0 million, and a IRR o#0.9 percent The base case silver price is

based on the three year average price for silver, and Haywood Metals August, 2016 projection of 2 years
forward. Tablel.6 shows the cash flow estimate based on the study.

Table 1.6 PEA Cash Flow Estimate

ltem Year -1 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Totals
PRODUCTION
000's Tons 210.4 210 210.5 210 2109 2109 66.8 1,327.1
oz Agl/t 9.93 9.73 8.2¢ 6.64 7.84 8.92 8.47 8.56
000's Oz Ag 2,085.4 2,043.4 1,739.4 1,399.4 1,649.7 1,872.4 565.9 11,356.
000's Tons Waste 11.6 38.7 42.1 63.4 72.0 64.9 0.0 0.0 292.4
000's Tons Total * 248.4 252 273.9 281.9 274.9 2109 66.8 1,608.1
Tons Material Mined/Day 710.34 720.04 782.59 805.51 785.39 599.89 190.84
SALES ($000's)
Mill Recovery 84.13% 83.83% 81.11% 76.79% 80.18% 82.43% 81.55% 81.73%
000's Oz Ag Recovered (Mill) 1.8 1.7] 1.4 1.1] 1.3 1.5 0.5 9.3
Silver Payment (99.5%) $34.9 $34.1) $28.1 $21.4 $26.3 $30.7 $9.2 $184.7
Smelting and Transportation $0.4 $0.3 $0.3 $0.2 $0.3 $0.3 $0.1| $1.9
Royalty $0.9 $0.9 $0.9 $0.9 $0.3 $0.3 $0.0 $0.9
Texas Franchise Tax (0.0075%6) $0.2 $0.2 $0.1| $0.1| $0.1| $0.2 $0.0 $1.0
Total Revenue $34.4 $33.6 $27.6 $21.0 $25.6 $29.9 $9.0] $181.4
OPERATING COSTS $000'S
Mining $8.4 $8.4 $8.4 $8.4 $8.4 $8.4 $2.7] $53.1
Surface Hauling $0.3 $0.9 $0.9 $0.4 $0.1) $1.9
Cement for Paste $1.9 $1.7 $1.7 $1.7 $0.3 $6.3
Paste Plant & Distribution $0.3 $0.5 $0.5 $0.5 $0.1| $1.9
Processing $4.69 $4.6 $4.69 $4.9 $4.6 $4.6 $1.4 $28.9
G&A $1.9 $1.9 $1.9 $1.9 $1.9 $1.8 $0.9 $11.3
Totals $14.7] $14.7] $16.4 $17.4 $17.3 $17.3 $5.2 $103.1
$/Ton $70.2( $70.2( $78.0( $82.64 $82.63 $82.32 $77.72 $0.1
$/0z Ag $8.4 $8.6 $11.69 $16.2 $13.1 $11.2 $11.3 $11.1
Net Profit before Tax $19.69 $18.8 $11.2 $3.7| $8.3 $12.7] $3.8 $78.1
CASH FLOW $000'S
Capital Cost $13.2 $10.2 $6.9 $8.3 $6.0 $7.0 $0.4 $0.8 $52.4
Working Capital $3.7] ($3.7, $0.9
Cash Flow (13.2 $5.9 $12.4 $3.0 (2.3) $1.2 $16.4 $3.0 $25.5
Cumulative Cash Flow (13.2 (7.4), $4.7] $7.9 $5.3 $6.9 $22.9 $25.9
Net Present Value (5%) 18,027.
IRR 40.9%

Aurcana has sustained losses from the prior operation of the property to negate any income tax. The
project NPV (5percen} sensitivity is shown ifrigure 1.2, while IRR sensitivity is shown iRigure 1.3

to changes in price, oping costs, and capital cost¥able 1.7 throughTable 1.9 shows the details of

the sensitivity to silver price, operating cost and capital resgtectively
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Figure 1.2 NPV(5 percent) Sensitivity
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Table 1.7 Project Sensitivity to Silver Price

Silver Price | % of base NPV (5%) IRR
16 80% -$11.7 -16.9%
17| 85% -$3.9 -2.7%
18 90% $3.4 11.9%
19 95% $10.7 26.5%
20 100% $18.0 40.9%
21 105% $25.3 55.2%
22 110% $32.6 69.29%4
23 115% $39.9 83.0%4
24 120% $47.2 96.7%

Table 1.8 Project Sensitivity to Operating Cost

% of base| NPV (5%) IRR

80% $34.4 68.8%

85% $30.3 62.1%

90% $26.7 55.3%

95% $22.1 48.294
100% $18.0 40.9%
105% $13.9 33.4%
110% $9.8 25.5%
115% $5.7 17.2%
120% $1.6 8.6%

Table 1.9 Project Sensitivity to Capital Cost

% of base| NPV (5%) $000's| IRR

80%) $27.1  73.6%

85%) $24.94  63.9%

90%) $224  55.4%

95% $20.3  47.8%
100% $18.0 40.9%
105% $154  34.8%
1109 $135  29.29%
1159 $11.9  24.2%
12094 $9.0 19.694
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1.11 Conclusions and Recommendations

The project has merit and should be considered for additional work. It will be important to upgrade the
estimatedesources that are currently in the inferred classification. Probably the most important initial
work will be to complete a cavity survey of the old mine workings. This will aid in the definition of
material that can be mined from the Presidio areaeofrtime. In addition, it is suggested that some of the
underground workings be rehabilitated to allow this surveying and that an underground core drill be
purchased to complete drillimgquiredto improvethe definition of the mineralized material.

MDA has reviewed the project data and the Shafterltilé database and has visited the project site.
MDA believes that the data provided by Aurcana are generally an accurate and reasonable representation
of the Shafter silver deposit.

The Shafter mineratesourcesstimate honors the dritlole geology and assay data andupported by
the geologic model The resource is at a depth of less than 100 feet in theceurgsal portion of the
deposit and then gradually deepens to a depth of over 1,000 fhet thie eastern end of the deposit
following the general stratigraphic dipManto thickness and silver grades can be highly variable, often
related to neavertical structures.

Although silver mineralization is generally continuous along the 13(0@0length of the deposit, the
resource is fragmentary in the vicinity of the historic Presidio mine due to the removal otautned
material The resource is also fragmented west ofistoric Presidio minenderground development at
the 40z Ag/torcutoff.

Fifteenactivitiesare recommendetb advance the Shafter project prior to developing a new mine plan
and converting the estimated mineral resources into mineral reserves. The estimated cost of these
activities isabout$3.25 million, including the diect cost of preparing the required {ieasibility or
feasibility study. The proposed activities are:

1 Complete a cavity survey of the Presidio workings
Develop a plan to improve the definition of the remaining Presidio mineralization

1 Map the Presidio wiings and put sample data information on maps completed with cavity survey
information

1 Drill 16 holes (predrilled by RC or rotary to 700 feghen corejo testthe zonesast of minegrid
53,750. The pmnary objective of this Hiill drill program is to obtain geotechnical data, samples
for metallurgical testingand rock density measurementé secondary objectivis to test for
continuity and extensions of tiégh-grade domairfdomain cod&00) to the southeast.

Re-examine historidrill -hole data wh respect to collar locations, particularly underground.

Updatethe database with historic chamsample information ande-sample some locations to
confirm historic results.

1 Reexamine and compile historic information from Amax &@uld Fields
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1 Developboth level plans and sections that map mineral domains and rock types and that document
the continuity of faults and dikes.

T Compile results of Gold Fieldsdéd underground ¢
91 Develop an accurate surveyofthed oj ect 6s | and hol dings with r
activities

1 SE recommends that testing be performed on samples representative of the mine plan. Since
extensive testvork has been very consistent on comminution studies as well as tailings
observations that have established occlude silver in the sub 10 micron solids, SE recommends that
a bottle roll leach campaign be performed on these composite samples at the recommended grind
size. Bottle roll testing at one grind sizeg®74 um) on 4 compgite samples by year (i.e. year 1
composite, year-3 composite, year-8 composite, and year 6+ composite). Pricing for three
bottle rolls on each of composites (12 bottle rolls) is expected to be in the range of $20,000 to
$30,000. SE recommends thae thlient consider further testing on the same composites to
examine the benefits and disadvantages of finer grinding since that option is available with the
current mill proposed in this study. Grind size versus recovery bottle roll testing, as well as
thickening and pressure filtration testwork should be performed to examine this opportunity.
Grind size versus recovery should include a minimum of the achievable gsinaPacteristic
distributions of 43 and 53 micrometers. This would require 24 gmdbattle roll test which
would cost in the range of $40,000 to $60,000.

1 SE recommends thaiguid solid separation testing on the different grind sizes of each of the
composites should also be performed. The cost for 8 samples will be about $ 43,200.

1 SE recommends that a qualified consultant(s) who specializes in the inspection, testing, repair and
refurbishment of used mechanical equipment be engaged to inspect major equipment and assess
its suitability for return to operation. Detailed inspectitmserify the integrity of the equipment
and provide specific recommendations and estimates for repair work required to bring each piece
of major equipment back into service should be considered. It is anticipated that the cost of such
inspections coulddin the range of $5050K.

1 SE recommends that qualified person be consulted to evaluate the thickeners to determine if
refurbishment and/or upgrading of key components is necessary to achieve the thickening
performance predicted by the Pocock testwork.

1 Completea prefeasibility or feasibility study for the project.

MDA believes that the Shafter project is a project of merit and warrants the program proposed by Aurcana
and the level of expenditures outlined above.
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2.0 INTRODUCTION AND TER MS OF REFERENCE

Mi ne Devel opment A prepared thadtechsical (o brAreShaftérsdver project

located inPresidio County, Texasat the request oARur cana Cor por aa Cacadian( A Aur
company listed othe TSX Venturd&xchangeand the OTCQX Aurcana owns 10percenbf the Shafter
projectthrough its wholly owned subsidiary Rio Grande Mining CompanyR GMC 0 )

The current report and associated resource estimate have been prepared in accordance with the disclosure
andreporig requirements set forth in the Canadian S
101 (fANI10643 Comp aiddlom and eofmi 4800F1,43well as with the Canadian

Il nstitute of Mining, Metall ur gdg-Fe MideraPResouraes amdi mo s
Reserves, Definitions and Guideli nes dMayl,eaiM St an

TheShatfter silver deposit consists of replacement bodies, tamagtbsin a horizontal to gently dipping
sequence of chonate sedimentary rocks. The Shafter deposit was exploited by historic underground
mining activity from 1881 through 1942, with further exploration and development work conducted
through 1999. Aurcana commenced recent development in 2011 with unddrgrauhmited opeipit
production commencing in 2012 and terminating in December of ZD& projechas beemwn care and
maintenancsinceDecember 2013.

2.1  Project Scope and Terms of Reference

The purpose of this report is to providetechnical summargnd Preliminary Economic Assessment
( A P EoAtheShaftemproject It builds onMDA® spdated resource estimatedTechnical Report with
an effective date dbecember 112015 by Tietz and MacFarlan@016.

Themineralresourceslescribed irthe current TechnicalReportwere estimated and classified under the
supervision oPaul Tietz, C.P.G. and Senior Geolod@st MDA. Mr. Tietz is aqualified person under

NI 43-101 and hasno affiliation with Aurcanaor any of its subsidiarieexcept that ofindependent
consultant/client relationshipVr. Tietz had prior experience with the Shafter project incidudy 1980s
while an employee of a previous operatdfeter Ronning, P.Ean associate of MDA, performed the
guality assurance/quality control dysis as described in Sectid2.0 Neil Prenn, P.E. and Principal
Engineer for MDA, described Aurcanads mining at
Section6.1.1, and performed the economicadysis described in the PEA. Mr. George Burgermeister of
Samuel Engineeringnc., Denver, Colorado, contributed SectidiB.0 Mineral Processing and
MetallurgicalTestwork, Sectiot7.0Recovery MethodsSectionl8.0Project Infrastructurend portions

of Section21.0 25.0 and 26.0 pertaining to the process planiMr. Stephen Glassan independent
consultanto Aurcanacontributed SectioB0.0andthe permit status shown ire&ion4.0.

The scope of this study included a review of pertinent technical reports and data provided to MDA by
Aurcanarelative to the general setting, geology, project history, exploration activities and results,
methodology, quality assurance, intetpt®ns, drilling programs, and metallurgihe authod siandate

was to comment on substantive public or private documents and technical information listed in Section
27.0
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Mr. Tietz visited the Shafter project on January 30 &id 2013. This visit included a review of
exploration data and associated drilliiggging and sampling procedures.Mr. Tietz toured the
underground workings and the open pitamined existing core, and reviewed the sampling procedures
of the undergrond mine and the mill In addition, MDA reviewed previous block modelsir. Tietz
visited theShafterprojectagainon May 21 through May 25, 2013During the May2013 site visit
additional histori@l drill datawere discovered, compiledndadded tahe project databaseMr. Tietz
alsoworkedwith the Shaftergeologic staff to develop a cressctional geologic modandmade a brief
underground tour of sonad the working facethat were active at the time

Mr. Prenn visited the Shafter project aigithe week of April 1, 2013 to review mine plans and operations

at Shafter. His observations are included in Se@iarl A more recent site visit was complet@adJune

10, 2016 by Mr. Prenn witMr. Burgermeister During the site visit of June T0Mr. Prenn and Mr.
Burgermeister toured the processing facility and inspected the existing equipment and buildings, including
the crushing circuit, the leach ané@gents circuits, the thickening and filtration equipment, Merrill Crowe
equipment, and the refinery. Infrastructure was toured, including the hoist room, the substation,
warehouse, laboratory, administration facilities, and the tailings facility. MgeBmeister spent time

with onsite personnel gathering historical operational data from the archives. Equipment list and
inventories were also obtained during the visit.

MDA has relied almost entirely on data and information derived from work don&ubganaand
predecessoownerbperators of th&hafterproject. MDA has reviewed much of the available data and
made site visits and has made judgments about the general reliability of the underlying data. Where
deemed either inadequate or unreliable,dag& were either eliminated from yse procedures were
modified to account for lack of confidenitethat specific informationMDA has made such independent
investigations as deemed necessary in the professional judgntéet aiithoito be able to resonably

present the conclusions discussed herein.

The effective date of this report is August 26, 20T6e effective date of the mineral resource estimate
is December 112015. There has been no material work on the project since the effectivefdhie
mineral resource and therefore the resource is considered current.

2.2 Frequently Used Acronyms, Abbreviations, Definitions, and Units of Measure

In this report, measurements are generally reportedperial units.

Currency: Unless otherwise indated, all references to dollars ($) in this report refer to currency of the
United States.

Frequently used acronyms and abbreviations

AA atomic absorption spectrometry

ACOE Army Corp of Engineers

Ag silver

ATF Bureau of Alcohol, Tobacco, Fireas and Explosives

Au gold

core diamond cordrilling method
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hp

ICP
ICPES/MS
ICP-OES

In

kg

kV

KW

L

MZ

Ma

mi
NSAMT

NSR
0z
ppm
QA/QC
RC
RQD
SHPO
t

ton
TCEQ
TNRCC
tpd

tph

tpy

um
USFWS
Zn

degrees Fahrenheit

foot or feet

square foot

gallons per minute

grams per ton

hours

horsepower

inductively coupled plasmanalytical method

inductively coupled plasma emission and mass spectrometry
inductively coupled plasmaptical emission spectrometry analytical
method

inch

kilograms

kilovolt

Kilowatt

liter

square meter

million years old

mile or miles

Natural Surce Audiefrequency Magnetotelluricé type of geophysical
surveythat reads natural earth currents generated by lightning strikes
net smelter return

ounce

parts per million

quality assurance and quality control

reversecirculation drilling method

rock-quality designation

State Historic Preservation Office

metric tonne

short ton

Texas Commission on Environmental Quality

Texas Natural Resource Conservation Commission

tons per day

tons per hou(dtph=dry tons per hour)

tons per year

micron

United States Fish and Wildlife Service

Zinc
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3.0 RELIANCE ON OTHER EX PERTS

The authors havdully relied on Aurcana and Rio Grande Mining Company, through a series of
communications occurringver a period of three years from Janu20¢3 through 2016, to provide
informationpertaining to land ownershgnd the obligations incurred from any reldt
underlyingagreements, as describaditems4.2 (Land Tenure in Texas and the Shafter area) and 4.3
(LandArea).

Mr. Stephen Glass from Gault Group LLC,c@nsidered an expert in permitting a/ironmental
regulation inthe region as it applies tth@mining industry. He provided information for Section 4.4
(Environmental Liabilities)Section 4.5 (Environmental Permitting)the followingmemorandum

1 Section 4 Environmental Tekly Stephen GlassubmittedSeptember 12, 2016

andinformation inSection 20.0(Environmental Studies, Permitting, and Social or Community Impact)
in the followingmemorandumsection

1 201608-17 PEA Environmental Sectidy Stephen GlasgdatedAugust19, 2016
and MDA is fully relying ortheinformationfrom bothmemoeanda

MDA is not an expert in legal matters, such as the assessment of the legal validity of mining claims,
private lands, mineral and surface rights, and property agreements in the United States, or
uponenvironmental, permitting, or socioeconomic issaEsociated with the Shafter project.
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4.0 PROPERTY DESCRIPTION AND LOCATION
4.1 Location

The Shatfter project is located in sow#ntral Presidio County in the TraRgcos region of southwestern

Texas Figure4.l) . The center of the Shafter resource ar
| atitude an destlangitide. Thé sparslp idhabed town of Shafter lies at the eastern end

of the property, about 40 miles south of Marfa and about 20 miles north of Presidio, Texas. Presidio is
located on the Mexican border.

Figure 4.1 Location of the Shafter Project

Ciudad
Juarez

Shafter
Silver Project

AURCANA CORPORATION
Shafter Silver Project

LOCATION MAP

Mine Development Associates E:\AurcanaShaftetBCSGShafter2016_4301_v11_pea_revised-2017_v9.docx
January 20, 2017 Print Date: 1/20/17 9:55 AM



Shafter Project 2016 4301 PEA, Presidio County, Texas
Aurcana Corporation Page20

4.2 Land Tenure in Texas and the Shafter Area
Sectiond.2is based on information provided by Aurcana.

Private title to land in Texas has been granted by the central governing body (historically by Spain, then
Mexico, then the Republic of Texas,daocurrently the State of Texas). Mineral rights have not always
been conveyed with the surface rights unless expressly stated. Consequently, mineral rights may be held
by private land owners or the State of Tex&8here the State retains thaneral rights, the benefits

thereof are often allocated to various charities and educational institutions. When a landowner owns both
the surface and the mineral rights to his tract, he may legally sever the mineral rights from the surface
rights.

Although leas agreements vary, in Texas they typically permit the lessee to develop the mineral resources
in order to earn a 7/8 interest; the landowner or lessor retains a 1/8 carried interest. Since 1955, the basic
royalty on oil and gas on State lands has incae&sen 1/8 to 1/6, and since 1995, royalties for state

lands of the Permanent School Fund have a minimum standard of 6.25 percent of the grosghealue.
Shafter project includes two parcels whose mineral rights Aurcana leases in this manner Btatethe
Section 10 of Block 23 and Section 320 of BlockBC Private landowners may have similar royalty
expectations, but royalties with private landowners are negotiable. The State of Texas does not
differentiatebetween metallicnonmetallic, oil, gas and aggregate resources;

In 1854, the Texas legislature offered an incentive to build railroad lines. Sixteen sections (10,240 acres)
of land were available to the railroad companies for every mile of railroad contracted tamiopu
operation. For each section the railroad companies surveyed, a second survey was done on a duplicate
parcel of adjacent land. The second parcel was owned by the State, but the original by the railroad
company, who usually sold the land immediaielprder to construct more railroad line. This practice
continued until 1882.

Il n western Texas, |l and is described in terms of
company)and wi t hi n t he. &lbsequknssulasipas ofectomns arint tmasts orots

(in town sites, for examp)e Surface and mineral rights of sections and tracts or lots may or may not be
held by the same entity. Surveying was done usi
point of origin (often a pile of stones), a series of compass bearings and distances from a sequence of
turning points that determine corners of the property (at best, but sometimes a creek or a road), then back
to the point of origin. Units of measure coule in feet, yards, miles, and acres, or in Spanish units of
varas or leagues, labors, and lots. Sometimes all appear in the same survey notes. Geographic co
ordinates are usually in latitude/longitude. There are no reliable, comprehensive survey tinamddof

Shafter town site.

Some mineral and surface titles at Shafter date back as far as 1884, although most are more recent. Both
surface and miner al rights may be Al easedo (whe
requiring annual pame nt s or possi bl y wor (purckasedbutiight rarel ritte s ) or
conveyed by a puldlideed). Title is recorded irognty records by volume, abstract, and certificate
number An abstract number is assigned to a piece of land by the GeraclQffice of Texas when it

is first granted or sold and is unique within the survey or league/labor to which it is assigned. Abstracts
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are associated only with surveys and league/labor land survey types, not for blocKtraabstract

number is assiged in perpetuity. All titte documents and plats refer back to the original survey and
original owner (s) . I ndi v,and thearhap may shew thedogatian ofshe r v e
lot with respect to a nearby pile of stones, a steel rod os prasor the corner of a landmark such as the
abandoned jailhouse. Adjacent lots are rarely included on the same plat, and detailed examinations of the
records indicate numerous inconsistencies between plats and reveal surveying errors. To make matters
more confusing, most of the infrastructure of the town of Shafter is in disrepair or has disappeared;
landmarks are destroyed; and only a few iinge or multigeneration residents remain. All these aspects

make the location of lots in the Shafter tovite 1 Section 327 uncertain. In order to track tenGald
Fieldsdeveloped an indexing system for each parcel of land withB | € ase) or ADO ( dee
by a 4digit number (10XX). This internal filing system remains in use.

At Shafter, as wh many areas in Texas, there are numerous-ofgiMays for highways, roads, utility
lines, and easements that allow the pgesof people and goods to facilitate hunting and grazing
activities.

The preceding description is based upon internet rdseand private company materials. Important
reference materials may be found at:

http://www.p2energysolutions.com/tobirtalk/land-surveywesttexasvseasttexas
http://www.rrc.state.tx.us/about/fags/royaltiesleases.php
http://www.tshaonline.org/handbook/online/artcles/gym01
http://www.glo.texas.gov/whatwe-do/energyand-minerals/hardminerals/index.html
http://www.survevhistory.org/metes & bounds vs _public lands.htm
http://www.mineralhub.com/2010/04/howcarnti-locatewho-ownsthe-mineratrightsundermy-land/
http://www.tobin.com/documents/TechWhitePaper8.pdfand

http://www.tima.org/resources.htm

4.3 Land Area
Section4.3is based on information provided by Aurcana.

Through its wholly owned subsidiargGMC, Aurcana owns or controls abd®60acres of property at

Shafter, including eight sections or halésens, 13 parcels of Shafter town lots in two additional sections,
andoneadditionalhalf-section consisting of leased mineral clain#dl but one section consists of private

land for which Aurcana holds either deeded surface rights or no surface agtitdeeded, leased, or no

mineral rights. The mineral resousadescribed in Sectioh4.0arelocated on private landTable4.1

|l i sts the parcels that comprtbhe Astoapaodoé$ 3Bhbath
applicable royaltiesand annual holding costs for each paréegured.2s hows an overvi ew Q@
property holdings at Shafter.

FigureA3s hows mor e detail of Aur can atownsieio bedtiom3g7s i n t
Figured4s hows greater detail of Aurcanads hol dings
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Table4l1Aur canatd6és Land Tenure at the Shafter Proj

(SeeFigure4.2, Figure4.3, andFigure4.4 for the location of the resourgeelative to the land held by Aurcana Corp.)

No mineral rights

Gold | dNDF Y I Q& Payments Easements (E) or
Fields File| ' : Description Acreage| Royalties Owed by Rightof-Ways Comments

& Surface Rights
No. Aurcana (RoW)
BLOCK 28 Galveston, Harrisburg & San Antonio Railway Company Survey

Deeded surface Note #2
D-1074 . S Section 9 36 N/A N/A Highway RowW Grazing, hunting rights

No mineral rights

granted

Deeded surface. . .
L-1090 Mineral rights chPup:z 2F a Highway RowW Note #2
D-1050 leased (I\gAllOZSQ) Section 10 37 @ t dzSilnwn a A | See Note #1 Electric Utilities Grazing, hunting rights
D-1074 from State of Texas $1.25/ton (Note #1) (RoW), Telephon¢E) | granted
Diogg | Deededsurface. g g 640 N/A N/A Passage (E) Grazing, hunting rights

No mineral rights leased
BLOCK 8 Houston & Texas Central Railway Company Survey
D-1056 Deeded Mmgral. Section 2 640 N/A N/A Not known

No surface rights.

Deeded Surface. . Passage (E) Grazing, hunting rights

1

D-1088 No mineral rights. Section 4 S%2 320 N/A N/A Electric Utilities (E) | leased
D-1050 Deeded surface & . . Grazing, hunting rights
D-1075 mineral rights. Section 5 640 N/A N/A ElectricUtilities (E) granted

Leased mineral s

X . : Reconfirm annually by July
1 0,
claims _ Section 6 N%2 288 5% NSR $1,000/yr Option Agreement 1. Expires 2019
No surface rights
Passage (E), Electric . L
D-1050 Dz_aeded _surface & Section 8 640 N/A N/A Telephone Utilities Grazing & hunting rights
D-1074 mineral rights granted
(Row),

D-1088 Deeded surface. Section 9 Sis 320 N/A N/A Passage (E), Electrig Grazing & hunting rights

RoW

leased
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Gold | dNDF Y F Q4 Payments Easements (E) or
Fields File| ° . Description Acreage| Royalties Owed by Rightof-Ways Comments
& Surface Rights
No. Aurcana (RoW)
BLOCK 23Adams, Beatty &oulton
Leased mineral Section 328, Blk 1 (i.e., 0
L-1055 No surface rights NY) 282.9 6.25% $1,414.50/yr
Deeded surface.
0,
D10s3 | 20-85% deeed Part of Section 327 35 No
(interest in) mineral
rights
Deeded Surface
D-1057 (part labeled B $517.41/yr . .
1057, part with no 6.25% Portion paid in Lessors retain ownership ¢
' Part of Section 327 SE 62.5 ' any revenue derived from
D- label) advance to waste rock or tailings
L1057 | Leased Mineral 2031. 9
rights.
Leased mineral W/2 of Town lot 1, Blk. F .
- ! ! 0,
1-1058 No surface rights Section 327 <10 6.25% Paid to 2030
Deeded surface Part of Section 327, NE/4 .
! 0,
D-1059 Deeded mineral NW/4 310.0 2% N/A Grazing leased
Leased mineral Town lots 6 & 11 & land ix
: betweenlots 7 & 10, $15/yr
- 0,
1-1060 No surface rights Cibola Addition, Section <3.0 6.25% Paid until 2020.
327
Deeded surface. Town lots 7 & 10,Cibola
! 0,
D-1060.1 Deeded mineral Addition, Section 327 <20 6.25% N/A
Leased mineral. Town lots 2 & 3, Block F,
L-1068 No surface rights | & Lot 8 Cibola Addition, | <3.0 6.25% Paid until 2032
Section 327
Lots 1 & 4, Cibola Add.,
1-1080 Leased mineral. Lots 6 &7 Cibola Add. B & <5.0 6.25% $25/yr

No surface rights.

Lot 1, Blk. 1 Cibola Add.

Section 327

Paid until 2032.

Mine Development Associates
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No surface

Amax

Gold | dNDF Y F Q4 Payments Easements (E) or
Fields File| | . Description Acreage| Royalties Owed by Rightof-Ways Comments
& Surface Rights
No. Aurcana (RoW)
Leased mineral. 2 town lots 6's, Blk. 4
- ! ! 0,
1-1081 No surface rights. | Section 327 <2.0 6.25%
Deeded surface 1/6 of 6.5% and Shut Electric, Telephone | 1.9 acres quitclaimed to
D-1094 ) : Part of Section 327, W of in royalty after $10/yr (E), Electric (RoW), | Amax.
5/6 mineral deed, 24.5 ; .
L-1094 . Hwy. 67 (Tr. 1) production starts but | per acre Right of Access to
1/6 mineral lease ;
issuspended Amax Note #3
Part of Section 327, W. of SPSrrfi?:r; uj&;;ﬁ:i? t?)f
D-1050 Deeded surfacé& Hwy 67: Northern (Tr. 2b) Telephone (E), Right q o
. . 66.5 No N/A Amax (covers historic
D-1074 mineral rights. Central (Tr. 4) of Access to Amax . . .
Southern (Tr. 3) 5.38 tailings site). Small portion
' 40.2 extends E of Hwy. 67.
Surface quitclaimed to
; N ) . Amax for tailings
| .
a! Y| E Deeded mineral Part of Survey 327 137 N/A Right of Access to remediation in 1995.

Formerly part of BLO50 &
D-1094.

Mine Development Associates
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NOTE #1 MINING LEASE M110259( iLeas e 110 2519,8009, wliddorifyeads J ul y
under thefollowing terms:

A - DELAY RENTAL: If production in paying quantities has not been obtained on or before one year
after the date of the lease, then Lease 110259 terminates unless the Owner, on or before that date, pays a
Afdel ay of p r o d widered asnadrenaleandatd beycovéringotime privilege of deferring
commencement of production in paying quantities) to the State as per the following schedule:

Anniversary Year| Amount (US $) Status Anniversary Year| Amount (US $) | Status
2011 10,220 Paid 2017 12,440 -
2012 10, 590 Paid 2018 12,810
2013 10,960 Paid 2019 13,180
2014 11,330 Paid 2020 13,550
2015 11,700 Paid 2021 13,920
2016 12,070 Paid 2022 14,290
2023 14,660

B - MINIMUM ADVANCE ROYALTY: Immediately upon commencement of production from Lease
110259 RGMC will pay $5,000.00 as minimum advance royalty. (This Section does not apply to the
production of waste materials). The payment of the initial minimum advagyaéy is to be received by

the COMMISSIONER, at Austin, on or before seven days after the date of the initial commencement of
production. Thereafter, this royalty is to be paid and received on or before the anniversary date of Lease
110259 in advancefor each year (as determined by the anniversary date) in which the minerals are
produced. It is understood and agreed that this minimum advance royalty is due and payable for every
year that the leased minerals are produced from L&d6859 regardless fothe amount of actual
production. If applicable, any minimum advance royalty paid will be credited against the first royalty due
provided for the leased minerals actually produced from L&a8259during the lease year for which

such minimum advance raygis to paid.

C- PRODUCTION ROYALTY: There is a royalty on production of six and-goarter percent (6% %)

of theoMarket Valueo. The intention is that if
onesixteenth (6.25%) of the value thfe minerals produced. Market Value, as that phrase is used in this
lease, is defined to mean the higher of, at the option of the Comissioner, either: (1) gross proceeds received
by RGMC (e.g., the gross price paid or offered to RGMC) from the sale ofatsrand including any
reimbursements for severance taxes and production related costs, or (2) the highest price for materials or
minerals (a) produced the from Leds)259 or from other mines and (b) that are comparable in quality

to those produced fromeasel10259 Price shall be determined by any generally accepted method of
pricing chosen by the Commissioner, including, but not limited to, comparable sales (e.g. prices paid or
offered), published prices plus premium, and values/costs reportecidatoey agency. In no event will

the royalty due the State be less than the minimum royalty amdingdlinimum Royalty is defined to

be no less than One and 25/100 Dollars ($ 1.25) per long ton of the minerals produced from Lease 110259.
Finally, bypr¢« i di ng 60 daysdéd notice the Commi ssioner ma
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Payments and notices are due to the office of the Commissioner located in the General Land Office,
State or State of Texas, 1700 North Congrasstin, Texas (78701 Attention: Petroleum & Minerals
Division.

As of the Effective Date of this report RGMC has not commenced commercial production from
the Lease 110259

NOTE #2 THE 18 ACRE GRANT

By a Deed dated January 28, 1985 (257 DR@g)d Fieldsgranted the State of Texas 10 parcels of land
totaling 18.1953 acres for highway realignment purposes. Of the 18.1953 acres conveyed to the State of
Texas 7.55 acres are on Section 327, and 0.11 acres are on Semtidri9.52 acres within Section 10,

Block 23.

The Shafteresource does extend beneath the highway in Section 327, thhezeseparate areas of the
18-acre gant totalling 6.23 acres are locatednediately north of the Shaftersource area and 1.32 acres

are situated a half a mile soutbst of the Shafter resource ar@ald Fieldsdid not own the mineralghts

for the portion of the 1-&cre gant falling within Section 327 at the time (1985) they signed the deed with
the State. The Section 327 mineral rights were later acquir€EC when it completed the option
payments to the underlying owners and title was conveyed to RGMC. As a result RGMC does have
mineral tite on those portions of the E&re gant located on Section 327.

RGMC does not own ineral rights beneath the Hre gant where it sits on Sections 9 and 10, other
than for oil, gasand sulfur.

NOTE #3 SHUTIN ROYALTY

If RGMC (Lessee) first commences mineral production from the lands situated bert@®4/D1094,

and subsequently elects to suspend production framstime area on account of the lack of a suitable
mar ket for the minerals or ot hiem mumypalttiyd amd ©tr yb
amount is 16th of $5,000 per annum. The first such payment is to be made within 90 days aféer Less
ceases to produce therefrom. Thereafter production shall be deemed to be made in paying, gumhtities
such shuin royalty payment shall extend the term of the lease for a period of one year from the first day
of the next month succeeding the monthwihich the mine was shinn and production ceased; and
thereafter, if no suitable market for such mineral exists. The Lessee may extend the lease for four
additional successive periods of one year each by the payment of a like sum of moieyf @5000,

as provided. The éssee is not relieved of the obligation to proceed with the reasonable development of
the leased land and to make annual paymenejaged. In the event that thedsee is conducting mining
operations on or within the leased progen conjunction with mining operations on or within adjacent

or other land, the leased property shall not be considered to bm smléss operations on the adjacent

or other lands are ceased and also-shut
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Figure42 Aur canab6s Property Position at the

(FromAurcana Corp., 2014)
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Figure 4.3 Detall of Part of Section 327 of Shafter Property Map
(FromAurcana Corp., 2014)
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