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MINE DEVELOPMENT ASSOCIATES
MINE ENGINEERING SERVICES

1.0 SUMMARY

Mi ne Devel opment A pepedthitascarepprivdd eshaftersitver project

located in Presidio County, Texasthe requestdfur cana Cor poration (AAurcal
percentof the Safter project through its wholly owned subsidiaRio Grande Mining Company

( A RGav)C.

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

(PEA) completed on the Shaftemject The current report and assated resource estimate have been
prepared in accordance with the disclosure and reporting requirements set forth in the Canadian Securities
Admini stratorsé6 NHtLi ¢ AL 01 18s tCroumpearbdlCGRn&ndFormdx y 4 3
101Fl,aswells wi th the Canadian Institute of Mining,
StandardsFor Mi ner al Resources and Reserves, Definit
by the CIM Council orMay 10, 2014.

The Shafter project is focused thre Shafter silver deposit, whiclnsists 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 1@42 further 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 mintenancesinceDecember 2013.

The effective date of this report J&iy11, 2018 The purpose of this report is to provideechnical
summary othe Shafterprojectin support of a updatedPreliminary Economic Assessmearepared by
MDA. The purposef the update is to incorporate updated costsn@madmining plan into the PEA. The
updated mine plan (Section 16) and estimated mine capitanareoperating cost estimate (Section
21.1.2 and 21.2)land portions of section 18 a@8 was prepared bBill Tilley of Cementation USA Inc
(Cementation) Matt Bendewith Samuel EngineeringGamuelprepared sections 187,18 and portions
of Section 21 dealing with processing. Secti@4, 4.5 an@0 was prepared bylartin J. DeMarsewith
the Gault Group.LC.

1.1  Property Description and Ownership

The Shafter project is located in sowttntral 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
milesnorth of the border town of Presidio, Texas. The Shafter projectansgsts ofugged highdesert
terrainon the southern side of the Chinati Mountaorsthe slopes above the Rio GraMidley.

775-856-5700

210 South Rock Blvd.
Reno, Nevada 89502
FAX: 775-856-6053
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The Shafter property consists of a totalapproximatey 3,960acres owned or controlled by RGMC.

Surface and/or mineral 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 6.2percentfor some of the parcels that comprise the Shafter property,
including some, but not all, of the parcels that overlie the mineral resource described in thisveport.
of the mineralization is on lands where tiogalty is 2percentor less and most of the resource is not
subject to a royalty

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 1888%ilver was produced from the Presidio mine from 1883 to 1926, when the
American Metal Co.acquired the Shafter property and continued produdifonerican Metal Co.
subsequently merged with Climax Molybdenum Company to form American M&@taax, Inc.

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

Ama x , Gold Fields MiningdC®rpoGatainade MiGoling Eioen
successively held the Shafter property and conducted extensive exploration programs from 1926 to 1999.
Gold Fields identified the northeastern, dedip extension of the Shafter deposittending more than

5,000ft fran thedeestdevelopment worikigsin the Presidio minghrough a sysmatic surfacarilling

program During the 1970sGold Fields constructed a 1,052ft deep shaft to access and explore the
northeastern extension.

Aurcana purchaseBGMC and theShafte property in July 2008. RGMC is now a wholly owned
subsidiary of Aurcana. Aurcana began exploration at Shafter in 2011 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 thesourcedatabase for the Shafter project, of which 1,048
weredrilled byAmax, 403weredrilled byGold Fields, 88vere drilled byRGMC prior to thei acquisition

by Aurcana, and 155 holegeredrilled by RGMCsincetheiracquisition by Aurcana. These holes include

435 surface core holes, 1,171 underground core holes, and 88 reverse circulatiohdadslitional

eleven underground core holes wdréled by Aurcana in late 2013 after the database was finalized for

use in the resource estimate but before the resource estimate was completed. These holes are included in
the 101 Aurcana underground holes as stated in the preceding paragreganadrilled five exploration

holes in 2017 outside of the current resource area. Thesedbales impact the current resource estimate

are not included within the current drill database.

Aurcana reopened access into the Presidio mine on June 1, 2012,odndtipn commenced on
December 14, 2012. In conjunction with its underground operations, Aurcana begamtaoperng of
lower-grade mineralization from the Mina Grande pit at the Presidio mine on April 23, Z0imen

pit miningwas discontinued tdr the plant commissioning and testing phase were complete. Due in part
to lower silver prices, the mine was put on carel amintenance in December 2018urcana reported
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that from October 2012 through December 2013, mine production totaled 149,882aridmmill feed
from the mine totaled 109,599 tons. A total of 134,557 ounces of doré was poured.

1.3  Geology and Mineralization

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

overlies older Paleozoic bament. The sedimentary baseguenceontains 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 orog&ilyer-leadzinc

deposits, of which the Shafter deposit is an example, oc&ermian limestone, as well teese basinal
carbonate unitsDeposits such as Shaftemr e r e f e r rteangeratuce, carsonafleb s gbd depos
because of their irgailar but sharp contagivith their enclosing carbonate host rocks.

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 atdc€ous limestone,
dolomite, siltstone, and sandstone, which were tilted by uplift during the Laramide oriogtatyg
Cretaceouso early Tertiarytime andwerelater cut by Tertiary intrusions.

The mineral deposits in the Shafter district ognainlyassilica-replacement bodies along bedding planes
in the upper units of Permian limestoosuallyjust 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 pathiaiys
containing the same minerals as th@antosare common in thevestern part of the Shafter district. Many
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 toaplacement bynineralizingsolutions in the vicinity of thePresidiomine, this unit is

called the Mina Grande Formation. The erosional surface of the Mina Grande Formation developed karst
topography, which provided large opgpacs that served as chagla for mineralizing solutions. Silver

and base metalveredeposited 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 $rer occurs as fine
grained, encapsulated native silver and as argantsite.

1.4 Mineral Resource Estimate

The Shafter resources reported here are based on
date of the mineral resource estimaBecember 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 magsolimgy, which included
lithology, faults, silica alteation, and clay/rubbl@reagust below the unconformityand then another for
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silver mineralization High- and lowgradesilver mineral domains were modeled, and each represents a
distinct style of mineralization.The highgrade domain (>5.00z Ag/tong associated with strongly
silicified, fracture@l and brecciated limestonegenerally with one to two percentead and zinc
mineralization, while the lowrgrade domain is associated with weakly fractured and silicified limestone
characterized by silver gdes between 0.80z Ag/ton and 5.00z Ag/tdrmelow-grade domain occurs
outboard of thestrongly silicifiedhigh-grade domainvhich occurs primarily as a stiforizontal manto
directly below the Cretaceous/Permian unconformity.

The silver domainsn crosssectionsverethenused to code tharill 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 wasne to 4ft dowrhole lengths

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

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

10ft intervals that coincide with the mudidth of the modeblocks. The long sections of toky/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 gver domain. The underground workings were imported into bheck modelas a3D solid, and
resourceblocks were coded by volume percentage within the underground solid. Those blocks coded at

5 percent or greatesf underground workings were consider@dni ned out o6 and r emo
classified mineral resource.

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

of each block Ordinarykriging and nearesteighbor estimates wei@so madefor compaison 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 gapl. The Shafter reported resources are tabulatdthble 1.1. 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 thtotal resource ahe 4 oz Ag/toncut-off is in the
inferred category.
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Table 1.1 Shafter Reported Resources

Class Cutoff Tons 0z Ag/t ounces Ag
0z Ag/ton 000's 000's
Measured 4 100.0 8.73 888.0
Indicated 4 1,110.¢ 9.15 10,171.(
Measured + Indicateq 4 1,210.( 9.14 11,059.(
Inferred 4 870.0 7.47 6,511.(

1) Mineral Resources that are not Reserves do not have demonstrated economic viabi

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

3) Rounding may result in apparent discrepancies between tons, grade, and contained

1.5 Metallurgical Testing

At the end otistorical operationsin 1942 the average mill head grade \@pproximately8 ounce per

ton with an average mitlilver recovery of 81 percentln April 2012, the Aurcanaill was brought on

line utilizing wholeore cyanideleachng to process 500 tpd of ore. Howeven December 2013after

the second year in operation, the project was glace care and maintenance, when design silver
production rates were not met. During #iemonthof operatiorthe mine and milproduced amverage

head grade offproximately6 oune per ton at less thar0DO0 tons per dayndwith an average recovery

of 75 percent. Though these values did not meet the design parameters, the extraction performance was
consistent with the recovery prediction based on a consiéirtails grade of B ounce 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 istigated. These include optical sorting, gravity concentration, flotation, and
cyanide and alternate leaching procedures.

Companies involved in earlier laboratory investigations include Gold Fields Research Laboratories of
South AfricaCboiohdoFSehdsbdb) pof Mines Research I n
(AHazeno), Kappes, Cassiday & Associates (AKCAOQ)
Laboratories. The test results from each organization were satthaugh more remt work focused on
whole-ore cyanidation 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 Inggedtoming and Mineral

Services Ltd.to evaluatevariousproposed process procedyraadPocock Industrial Ingto establish

settling and filtration parameters for the process des$ig2013 when the Aurcana mine was still in
operati on, SG® ) Metacaoamedn D@ t mi neral ogi cal studi
composite samples selectedfrom@mmned a fi fth underground grab samp
selected by the mine geologists. The sample selection was based on themiaetpe deposit and was

an attempt to considemineralizationtype variations in a series of upgrades and optimizations in the mill.
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Given the current mine plan and the consistency of the leach residue grade from both early and most recent
operationsas well as previous and recent labwork, the following general design criteria was used in this
economic evaluation.

Plant Throughput: 600 short tons per day

Mine Plan Average Silver Head Grad: 103 troy ounces per ton

Target Grind: P80 = 74 micron

Leach Residency: 72 hours

LeachExtraction: 85.7 percent

Overall Recovery 85.4 percent(996 of Leach Extraction)
NaCN Consumption: 1.58lb/ton

Lime Consumption: 5.01b/ton

Note that the PEAilver recoverypased on the head grade and @stant 1.5 ouncsill tail.

Recovery predictions are dependent on the head grade due to a relatively coifistaité grade. The
consistency of thenill tails grade is due to occluded silver and silver mineral, locked in quartz or jarosite
minerals at obelow 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 prediction highly dependent on timéll feed head grade(Recovery = (Head gradEails
grade)/Head grade).

1.6  Mine Design

Mining is planned by room and pillar methods for primary extraction and longhole slashing with partial
pillar recovery for secondary extractioithe mine design is based on a 6.8 ounaespper ton cutoff
grade. Stope shapielude two types afiternal dilution. First, a portion of the 1fd x 10ft x 8 ft mining

block may be waste, but the entire block grade is abotadf grade. Second, a block may be below the
cutoff grade, but isequired to be mined to mine the stodaternal dilution carlikely be reduced by
detailed mine planning of the shapes mined based on more closely spaced drilling results.

External dilution isestimated to b&0% with and average grade of 5.1 ounceesiper ton Primary and
secondary extraction account for 78 percent and 11 percent of the resource, respectively, providing an
overall extraction 089 percent. Extraction losses account for the remaining 11%. The extraction rate
was developed usinggined stopes with widths of 28 feet, with 24 feet by 24 feet pillars.

Vulcan mining software was used to outline and design the areas to be mined. A minimum mining height
of 8 feet was used to define minable areas. The grade model used blocks tH# fwerd O ft x 4 ft

high. The outlines were done in plan views at 8 feetimodk elevation intervals of the bloailuted
resource model. The minimum mining height of 8 feet was used to allow mechanized mining. The
outlines include all internal dition (i.e. material below cutoff).

Production is planned to commence in the Presidio mine area that can be accessed by a decline that was
established between 2011 and 2013. Mining will generally proceed from Presidio toward the Shafter area.
The prodution schedule is presentedTiable1.2. The mine production rate is planned at 600 tons per

day or 210,000 tons annually.
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Table 1.2 Mine Production Schedule

Item Preproduction| Year1l | Year2 | Year3 | Year4 Totals

Stope Material above Cutoff Grade

Tons (000's) 190.9 190.9 190.9 107.9 680.6
0z Ag/ton 11.32 10.74 10.14 11.02 10.78
0Oz Ag (000's) 2,160.4 2,049 19364 1,188.5 7,335.]

External Dilution

Tons (000's) 19.1 19.1 19.1 10.8 68.1
0z Ag/ton 5.10 5.10 5.10 5.10 5.10
Oz Ag (000's) 97.4 97.4 97.4 55.0 347.1

Total Production Mining

Tons (000's) 210.0 210.0 210.0 118.7 748.7)
0z Ag/ton 10.75 10.22 9.68 10.48 10.26
0Oz Ag (000's) 22579 2,147.Q 2,033.1 1,243.§4 7,682.2

Development

Lateral Tons (000's) 19.1 55.2 57.1 64.9 0.0 196.4
Vertical Tons (000's) 0.0 1.7 0.0 0.0 0.0 1.7
Rehabilitation Tons (000's) 26.0 17.5 16.7 15.5 0.0 75.7
Total Development Tons (000's 45.1 74.5 73.8 80.4 0.0 273.8

Production + Development

Total Tons (000's) 45.1 284.5 283.8 290.4 118.7 1,022.4
Total Work Days 245 350 350 350 198 1493
Tons per day 184 813 811 830 599 685

Mine rehaltitation and development durir@reproductiorfocuses on getting access to the bottom of the

new vent/escape raise (#4 Shaft) as wedlstgblishingaccess to key resource blocks along the Wae

main decline is enlarged to be 14 ftbyft to allow use of 30 ton truck®ehalilitation and development

during subsequent years focuses on connecting up with the old Shafter workings and accessing targeted
resource blocks as needed for production. The mine development schedule is sudrimaaizke1.3.
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Table 1.3 Mine Development Schedule

Item Preproduction| Yearl | Year2 | Year3 | Year4 Totals
Lateral and Decline Development
Decline (ft) 361 2,000 1,925 1,069 5,355
Stope Access (ft) 688, 1,038 1,217 2,500 5,443
Subtotals Lateral and Decline (ft) 1,049 3,038 3,142 3,569 10,798
Vertical Development
Presidio Vent Raise (ft) 0 720 0 0 720
Subtotals Vertical (ft) 0 720 0 0 720
Rehabilitation
Decline (ft) 6,482 0 0 0 6,482
Primary Stope (ft) 3,001 3,001 2,582 2,732 11,314
Secondary Stope (ft) 0 2,885 2,101 1,201 6,187
Main Access (ft) 0 434 797 1,141 2,372
Shaft Area (ft) 0 0 545 545 1,089
Subtotals Rehabilitation (ft) 9,483 6,320 6,024 5,619 27,445

Figurel.1 shows the material planned to be mined.

Figure 1.1 Material Planned to be Mined

| Period 2 Period 3 Period 4 Period 5 Period 6 Period 7 Period 8

Mining will proceed from the left side dfigure 1.1 to the right, or from the existing historic Presidio
mine toward the Shafterea
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1.7  Plant Design

Matt Bende, Director of Metallurgy, PE, QP, with Samuel Engineering prepared the plant design and
flowsheet for the PEA. The Shafter mine processing facility proposed in this study will useondole
cyanide leach to extract silver from the mill feed material.taMecovery will be accomplished using a
standard counter current decantation (CCD) and Merrill Crowe method. Silver precipitate cake will be
retorted for drying and to remove any contained mercury. Dried precipitate will then be mixed with flux
and mdted in a furnace for pouring into silver doré. The silver doré will be stored in a safe until it is
shipped off site for sale to a refiner.

Run of mine material will be crushed to a nominal 1 inch size using a single jaw crusher for primary
crushing anc cone crusher in closed circuit with a product screen for secondary crushing. The crushing
plant will operate on a single, 4®ur shift seven days a week to replenish the crustietbed stockpile.

The stockpile will have enough capacity to feed thilling operations which will operate continouosly

with two 12hour shifts, 24 hours a day, 7 days a week.

1.8 Capital Cost Estimate
The estimated capital cost for the project is showTeaiple1.4.

Table 1.4 Shafter PEA Estimated Capital Cost

Item Preproduction | Yearl | Year2 | Year3 Year 4 Totals
MINE
Mine Development
Lateral Development $374.4 $374.6
Rehabilitation $457.7 $457.7
Haulage $59.0 $59.0
Direct Labor $3,440.9 $3,440.4
Indirect Labor $1,945.49 $1,945.5
Indirect Costs $372.9 $372.9
Subtotal Development $6,650.7 $6,650.7
Mine Equipment - Fixed $1,013.0 $216.9 $1,229.(
Mine Equipment - Mobile $7,486.( ($1,122.9) $6,363.1
Mine Equipment - Spares $560.3 $560.3
Rebuild $1.0 $2.5 $723.4 $1,077.G $1,804.0
Electric Power $158.9 $158.9
Definition Drilling $192.5 $192.5
Subtotal Mine Capital $16,062.3 $218. $723.4 $1,077.0 ($1,122.9) 16,9584
PLANT
Plant Rebuild $2,221.3 2,221.3
Subtotal Capital Cost $18,283.6 $218. $723.§ $1,077.0 ($1,122.9) 19,179.7
Plant Capital Contingency $504.4 504.6
Mine Capital Contingency $1,797.4 $167.4 $193H $166.0 $58.3] 2,382.6
Total Capital $20,585.6 $385.9 $917. $1,243.0 ($1,064.6) $22,066.9
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1.9 Operating CostEstimate
The estimated operating cost for the project is showrabiel1.5.

Table 1.5 Estimated Operating Cost

Item Year 1 Year 2 Year3 | Year4 Totals Totals Totals

$000's | $000's | $000's | $000's | $000's | $/tonprocessed | $/ounce Ag Recovered
Mining $13,030.0$11,984.9$12,158.2 $5,318.9%$42,492.] $56.76 $6.48
Process $4,709.1 $4,709.1 $4,709.1 $2,661.3$16,788.4 $22.42 $2.56
G&A $1,830.4 $1,830.2 $1,830.2 $1,034.3 $6,524.7 $8.72 $0.99
Hauling Tailings $420.0 $420. $420.0 $237.4 $1,497.4 $2.00 $0.23
Reclamation $644.0 $644.Q $0.86 $0.10
Totals $19,989.3$18,944.2$19,117.4 $9,895.9%$67,946.9 $90.76 $10.36

1.10 Cash Flow Analysis

A Preliminary Economic Assessment is preliminary in nature, and it includes inferred mineral
resources that are considered too speculative geologically to have the mioconsiderations 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 realiz&€d PEA study can only demonstrate the potential
viability of mineral resouces and cannot be used to support mineral reserves.

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

Based on the assumptions and estda@osts of the project, the base das® gore-tax net present value
( WPVO Jat a5 percentdiscount ratgof $21.6 million, and apre-tax IRR of 48.0 percent The base case
silver price is basedhe May, 208 Standard and Poors Market Intelegenceseasus silver price for
20200f $18.50 per ounceTablel.6 shows the cash flow estimate based on the stlidg.cost estimates
contained in this PEA study are estimated to an accuracy 80t 50%.
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Table 1.6 PEA Pre-tax Cash Flow Estimate

ltem Preproduction| Yearl | Year2 | Year3 | Year4 Totals
PRODUCTION
000's Tons 210.0 210.0 210.0 118.7 748.7)
0z Aglt 10.752 10.224 9.684 10.478 10.261
000's Oz Ag 2,257.9 2,147.q 2,033.71 1,243.6 7,682.2
000's Tons Waste 74.5 73.8 80.4 228.7
000's Tons Total * 284.5 283.8 290.4 118.7 977.3
Shafter ounces subject to royalty 79.8) 2,033.71 1,243.9 3,357.0
Tons Material Mined/Day 813 811 830 600
SALES ($000's)
Mill Recovery 86.05% 85.33% 84.51% 85.68% 85.38%
000's Oz Ag Recovered (Mill) 19429 11,8324 1,718.1 1,065.9 6,559.2
Silver Payment (99.5%) $35,764.5$33,722.2$31,637.2%$19,613.8 $120,737.1
Smelting and Transportation ($0.30/0z) $580. $546. $513.0 $318.1 $1,957.9
Royalty (based on outlines) $0.0 $0.0 $28.0 $415.0 $443.Q
Texas Franchise Tax (0.0075) $113.4 $106.5 $89.7 $67.3 $377.3
Total Revenue $35,070.7%$33,068.8$31,006.6$18,813.4 $117,959.1
OPERATING COSTS $000'S
Mining $13,030.0$11,984.9$12,158.2 $5,318.9 $42,492.1
Surface Hauling-Tailings $420.0 $420.0 $420.0 $237.4 $1,497 4
Processing $4,709.1 $4,709.1 $4,709.1 $2,661.3 $16,788.4
G&A $1,830.2 $1,830.74 $1,830.4 $1,034.3 $6,524.7
Reclamation $644.0 $644.0
Total Operating Cost $19,989.3$18,944.4$19,117.4 $9,895.9 $67,946.9
Cost $/ton processed $95.2 $90.2 $91.0 $83.4 $90.8
Cost $/ozrecovered $10.8 $11.2 $12.2 $9.0 $11.0
Net Profit before Tax $15,081.3$14,124.5$11,888.9 $8,917.4 $50,012.1
CASH FLOW $000's
Capital Cost $20,585.6 $385.9 $917.0 $1,243.0($1,064.6 $22,066.9
Working Capital $3,331.5($3,331.5 0
Cash Flow ($20,585.6)$11,363.8$16,539.0$10,645.9 $9,982.0 $27,945.2
Cumulative Cash Flow ($20,585.6)(%$9,221.8) $7,317.2$17,963.1%$27,945.2
Net Present Value (5%) $21,568.4
IRR 48.0%

*All waste tons are assumed to be hauled to the surface

The projecpretax NPV (5 percen} sensitivity is shown ifrigurel1.2, while IRR sensitivity is shown in
Figurel.3 to changes in price, oping costs, and capital costfablel.7 throughTable 1.9 shows the
details of thepre-tax sensitivity to diver price, operating cost and capital cestpectively
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Figure 1.2 Pre-tax NPV(5 percent) Sensitivity
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Table 1.7 Pre-tax Project Sensitivity to Silver Price

Silver Pric
$/oz Ag

% of Base Cag

e NPV (5%) [ IRR

$000's

%

$14.8(¢
$15.73
$16.65
$17.58
$18.5(¢
$19.43
$20.35
$21.28
$22.2(

80.009
85.009
90.009
95.009
100.009
105.009
110.009
115.009
120.009

$1,129.9 7.4%

$6,239.4 18.29
$11,349.9 28.49
$16,458.9 38.39
$21,568.4 48.09
$26,678.9 57.59
$31,788.( 66.99
$36,897.1 76.19
$42,007.3 85.29

Table 1.8 Pre-tax Project Sensitivity to Operating Cost

% of Base Case NPV (5%) IRR

$000's %
80.009 $33,105.9 69.9%
85.009 $30,221.4 64.5%
90.00¢9 $27,337.2  59.0%
95.009 $24,452.9  53.59
100.009 $21,568.6  48.09
105.009 $18,684.3  42.5%
110.009 $15,800.0 36.9%
115.009 $12,915.7 31.2%
120.009 $10,031.4  25.59

Table 1.9 Pre-tax Project Sensitivity to Capital Cost

% of Base Cas

ENPV (5%
$000's

IRR
%

80.00%$25,755.8
85.00%$24,709.0
90.00%$23,662.2
95.00%$22,615.4
100.00%$21,568.4
105.00%%$20,521.4
110.00%$%$19,475.4
115.00%$18,428.2
120.00%$17,381.4

66.99
61.49
56.59
52.19
48.09
44.39
40.99
37.79
34.89

MDA completed an after tax evaluation of the project cashflow, assuming no depreciation, and no tax loss
tax credit and a 21%ncome tax rate The afteitax NPV(5%) is estimated to be $15.8 million with an
aftertax IRR of 37.0%. The estimated aftax cashflow is shown ifiable1.10.
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Table 1.10 After -tax Cashflow
Item Preproduction| Year 1 Year 2 Year 3 Year 4 Totals

Net Profit before Tax $15,081.3 $14,124.5 $11,888.9 $8,917.4$50,012.1
Depreciation (none assumed) 0 0 0 0

Depletion (15%) $5,260.6 $4,960.3 $4,651.9 $2,822.(

Depletion (50% max) $7,540.6 $7,062.2 $5,944.5 $4,458.7

Depletion Taken $5,260.6 $4,960.3 $4,651.0 $2,822.0$17,693.8
Loss Carry Forward (none assumed 0 0 0 0

Taxible Income $9,820.1 $9,164.2 $7,238.0 $6,095.4$32,318.3
Income Tax (21%) $2,062.3 $1,9243 $1,520.0 $1,280.Q $6,786.9
Income After Tax $7,758.3 $7,239.1 $5,718.Q $4,815.4%$25,531.4
Depletion $5,260.6 $4,960.3 $4,651.0 $2,822.0$17,693.8
Depreciation (none assumed) 0 0 0 0

Net After Tax $13,018.9 $12,200.0 $10,369.0 $7,637.4$43,225.7
Capital Cost $20,585.6 $385.9 $917. $1,243.0 ($1,064.6)$22,066.4
Working Capital $3,331.5 ($3,331.5

After Tax Cashflow ($20,585.6) $9,301.4 $14,614.% $9,125.9 $8,702.0$21,158.3
Cumulative After Tax Cashflow ($20,585.6) ($11,284.1) $3,330.4 $12,456.4 $21,158.3

After Tax NPV (5%) $15,782.1
After Tax IRR (5%) 37.0%

Tablel.11illustrates the projedftertax sensitivity to silver price.

Table 1.11 After -tax Silver Price Sensitivity

Item Low Pricg Base CasgHigh Price
Silver Price $/0z Ag $16.0 $18.5 $21.0
Pre Tax Cashflow $000's  |$11,751.6$27,945.2%44,138.]
Pre Tax NPV (5%) $7,758.1$21,568.6$35,378.4
Pre Tax IRR 21.29 48.0% 73.4%
After Tax Cashflow $000's | $7,855.4$21,158.3$34,461.3
After Tax NPV (5%) $4,437.3$15,782.1$27,127.(
After Tax IRR (%) 14.49% 37.0% 58.3%
After Tax Payback (Years) 2.8 1.8 1.4

1.11 Conclusions and Recommendations

The project has merit and should be considered for additional work.

It will be important to upgrade trestimatedesources that are currently in the inferred classification.

addition to delineation drillig and sampling to upgrad&ferred materials, work required to support this

effort includes rehabilitation and cavity surveying of the old mine workings where requilnedwill aid
in the definition of material thaemains tde mined from the Presidarea of the mine.

Mine Devebpment Associates
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MDA has reviewed the project data and the Shafter-liiké 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 dgsit.

The Shafter mineral resourastimate honors the dritlole geology and assay data andupported by

the geologic model The resource is at a depth of less than 100 feet in thecemsal portion of the
deposit and then gradually deepens tceptld of over 1,000 feet within the 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 canibus along the 13,0€f@ct length of the deposit, the
resource is fragmentary in the vicinity of the historic Presidio mine due to the removal oftouined
material The resource is also fragmented west ofistoric Presidio minenderground developmeat
the 40z Ag/torcutoff.

A number ofactivitiesare recommendeid 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$1 million. The proposed activities are:

1 Rehabilitate the existing workings as needed aowhpiete a cavity survey of the Presidio
workings

1 Develop a plan to improve the definition of the remaining Presidio mineralization

1 Map the Presidio workings andtsample data information on maps completed with cavity survey
information

1 Complete geotechnical investigations to establish design stope dimensions and a ground control
management plan

1 Complete hydrogeological investigations to determine expected whtev by mine area;

9 Drill 16 holes (predrilled by RC or rotary to 700 feehen corejo testthe zoneeast of mineggrid
53,750. The pmnary objective of this Hiill drill program is to obtain geotechnical data, samples
for metallurgical testingand rock density measurementsA secondary objectivis to test for
continuity and extensions of thégh-grade domairfdomain code00) to the southeast

1 Reexamine historidrill -hole data with respect to collar locations, particularly underground

1 Updatethe database with historic chamseimple information ande-sample some locations to
confirm historic results

1 Reexamineand compile historic information from Amax aGald Fields
1 Dewaterthe shafter area and inspect the underground conditions

1 Developbath 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 Fieldsé underground ¢

1 Develop an accurate survey oftheprggjt 6 s | and hol dings with resp
activities and complete a drawing on the same coordinate system as the grade model
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1 SE recommends that testing be performed on samples representative of the mine plan. Since
extensive teswvork 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 sizegR74 um) on 4 composite 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 etgqueto be in the range of $20,000 to
$30,000. SE recommends that the client 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 thistiedy. 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 gsiobaPacteristic
distributions of 43 and 53 micrometers. This would require 24 grind and bottle roll test which
would cost in the range of $40,000 to $60,000

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

1 SErecommendghat a qualified person be consulted to evaluate the thickeners to determine if
refurbishment and/or upgrading of key components is necessary to achieve the thickening
perfamance predicted by the Pocock testwankd

The estimated cost of this work program is $1 million, as detail&diel1.12.

Table 1.12 Estimated Cost of Recommened Work Program

Item Estimated Cost
Preliminary Mine Rehabilitation & Mapping $100,000
Mine and Cavity Survey $100,000
Goldfield Shaft Dewatering $50,000
Hydrological Studies $50,000
Metallurgical Testwork $100,000
Geotechnical Studies $50,000
Drilling $500,000
Surveying and Geological Services $50,000
Totals $1,000,000

The project should betevaluated at the conclusion of the suggested work program. Additional drilling
may be necessaty complete the programif the project continues to appear posita@refeasibility or
feasibility study for the projechould be completed

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

MineDevel opment As s oprepardadehdeclinicai@pdrdon thé&lealersilver project

located inPresidio County, Texasat the request oARur cana Cor por aa Cacadian( A Aur
company listed orthe TSX VentureExchange(TSX.V:AUN) and theOTC US exchange (AUNFFE)

Aurcana owns 10percenibf the Shafter proje¢hrough its wholly owned subsidiary Rio Grande Mining
Company( i RGMCo0)

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

Il nstitute of Mining, Met aionlStandgrdsFea MideraPResources amdi mo s
Reserves, Definitions and Guideli nes Mayl,a0i1M St an

TheShatfter silver deposit consists of replacement bodies, tamagtbsin a horizontal to gently dipping
sequace of carbonate 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 201 Lnvdénrground and limited opgmt
production commencing in 2012 and terminating in December of ZDi& projechas beemwn care and
maintenancsinceDecember 2013.

2.1  Project Scope and Terms of Reference

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

Themineralresourceslescribé in the current €chnicalReportwere 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 subsidiarieexceptthat of independent
consultant/client relationshipgVr. 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 otrol analysisas described in Sectid2.0 Neil Prenn, P.E. and Principal
Engineer for MDA, described Aurcanads mining at
Section6.1.1, and performed thecenomic analysis described in the PEA. Matt BendeyP.E. Director

of Metallurgy for Samuel Engineerindnc., Denver, Colorado, contributed Sectid3.0 Mineral
Processing and Metallurgical Testwork, Sectionl7.0 Recovery Methods Section 18.0 Project
Infrastructureand portions of Sectia?l.Q 25.0, and26.0pertaining to the iocess plantMr. Bill Tilley,
P.E.,Director of Engineering fo€ementatiorprepared section 16, apartions of section 21 regarding
the mine plan and costdr. Martin J. DeMarse P.E.,with Gault Groupcontributed Sectio20.0and
the permit status shown ire&ion4.0and 4.5

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 histesploration activities and results,
methodology, quality assurance, interpretations, drilling programs, and metallimgputhod siandate
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was to comment on substantive public or private documents and technical information listed in Section
27.0

Mr. Tietz visited the Shafter project on January 30 and 31, 20IBis 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 underground mine and the milln addition, MDA reviewed previous block modelsir. Tietz
visited theShafterprojectagainon May 21 through May 25, 2013During the May2013 site Vig,
additional histori@l drill datawere discovered, compiledndadded to the project databaskir. Tietz
alsoworkedwith the Shaftergeologic staff to develop a cressctional geologic modandmade a brief
underground tour of sonwd the working cesthat were active at the time

Mr. Prenn visited the Shafter project during the week of April 1, 2013 to review mine plans and operations
at Shafter. His observations are included in Se@itrl A more recent site visiwas completed on June

10, 2016 by Mr. Prenn withir. Burgermeisteraseniorprocess engineer with Samuel Engineeringler

the direction of Matt BenderDuring the site visit of June fOMr. Prenn and Mr. Burgermeister toured

the processing facilitgnd inspected the existing equipment and buildings, including the crushing circuit,
the leach and reagents circuits, the thickening and filtration equipment, Merrill Crowe equipment, and the
refinery. Infrastructure was toured, including the hoist rodm, dubstation, warehouse, laboratory,
administration facilities, and the tailings facility. Mr. Burgermeister spent time with onsite personnel
gathering historical operational data from the archives. Equipment list and inventories were also obtained
during the visit.

Mr. Tilley (and Mr. Greg Suttonmining engineerwith Cementationyisited the Shafter project on July

25, 2017. The visit included an assessment of the existing underground mine workings everywhere that
safe access would allow, a vifaasessment of surface facilities, historic operational discussions with the
current Aurcana employees on site, and data collection from the Aurcana data base.

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, the data vither eliminated from useor procedures were
modified to account for lack of confidenitethat specific informationMDA has made such independent
investigations as deemed necessary in the professional judgmtést aithorto be able to reasonably
present the conclusions discussed herein.

The effective date of this reportdsly, 11, 2018. The effective date of the mineral resource estimate is
December 112015. There has been no material work on the prosturce aresince the effective date

of the 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 reportédperial units.

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

AA atomic absorption spectrometry

ACOE Army Corp of Engineers

Ag silver

ATF Bureau of Alcohol, Tobacco, Faems and Explosives

Au gold

core diamond cordrilling method

°F degrees Fahrenheit

ft foot or feet

ft2 square foot

gpm gallons per minute

g/t grams per ton

h hours

hp horsepower

ICP inductively coupled plasmanalytical metbd

ICPES/MS inductively coupled plasma emission and mass spectrometry

ICP-OES inductively coupled plasmaptical emission spectrometry analytical
method

In inch

kg kilograms

kv kilovolt

KW Kilowatt

L liter

M?2 square meter

Ma million yeas old

mi mile or miles

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

NSR net smelter return

0z ounce

ppm parts per million

QA/QC guality asurance and quality control

RC reversecirculation drilling method

RQD rock-quality designation

SHPO State Historic Preservation Office

t metric tonne

ton short ton

TCEQ Texas Commission on Environmental Quality

TNRCC Texas Natural Reswmce Conservation Commission

tpd tons per day

tph tons per hou(dtph=dry tons per hour)

tpy tons per year

um micron

USFWS United States Fish and Wildlife Service

Zn Zinc
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3.0 RELIANCE ON OTHER EX PERTS

The authors havdully relied on Aurcaa and Rio Grande Mining Company, through a series of
communications occurringver a period of three years from Janu2®¢3 through 208, to provide
informationpertaining to land ownershgnd the obligations incurred from any related
underlyingagreemats, as described ltems4.2 (Land Tenure in Texas and the Shafter area) and 4.3
(LandArea).
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40 PROPERTY DESCRIPTION AND LOCATION
41 Location

The Shafter project is located in sowuttntral Presidio County in the TraRgcos region of southwestern
Texas(Figure4.1) . The center of the Shafter resource ar
l ati tude an destlangitide. The sparslp idhabed town of Shafter lies at the eastern end

of the property, aboutO 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
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4.2 Land Tenure in Texas and the Shafter Area
Section4.2is 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, and currently the Statexéd). 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
thereofare 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 lease agreements vary, in Teizey 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 increased from 1/8 to 1/6, eed $@%, royalties for statein

lands of the Permanent School Fund have a minimum standard of 6.25 percent of the grosehealue.
Shafter project includes two parcels whose mineral rights Aurcana leases in this manner from the State,
Section 10 of BlockK3 and Section 320 of Block-8 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 resourteh;ey ar e al | A mi

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 and put into
operation. For ed&csection 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 immediately in order to constru@ raroad 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. &lbseguknssumivigonsidctomns arinto tnasts or bts

(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 fostones), 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 could be in feet, yards, miesaeres, 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 maps of the old
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 payments or possibly workmomi t me nt s ) (murchasedutrighd &nd ttle
conveyed by a puldideed). Title is recorded irognty records by volume, abstract, and certificate
number An abstract number is assigned to a piece of land by the General Land Office of Texas when i

is first granted or sold and is unique within the survey or league/labor to which it is assigned. Abstracts
are associated only with surveys and league/labor land survey types, not for blocR/lracibstract
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number is assigned in perpetuity. Allgi 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 or brass pin, or the cortzrdohark 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 ¢hinfrastructure of the town of Shafter is in disrepair or has disappeared;
landmarks are destroyed; and only a few kinge or multigeneration residents remain. All these aspects

make the location of lots in the Shafter town site in Section 327 uimcehteorder to track tenur&old
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 with many areas in Texagréhare numerous rigbf-ways 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 research and private comparatsmataportant
reference materials may be found at:

http://lwww.p2energysolutions.com/tobirtalk/land-surveywesttexasvs-easttexas
http://www.rrc.state.tx.us/about/fags/royaltiesleases.php
http://www.tshaonline.org/handbook/online/articles/gym01
http://www.glo.texas.gov/whatwe-do/energyand-minerals/hardminerals/index.html

http://www .surveyhistory.org/metes & bounds vs public_lands.htm
http://www.mineralhub.com/2010/04/howcani-locatewho-ownsthe-mineratrightsundermy-land/
http://www.tobin.com/documents/TechWhitePaper8.pdfand

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

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

Through ts wholly owned subsidiarlRGMC, Aurcana owns or controls abd®60acres of property at

Shafter, including eight sections or half sections, 13 parcels of Shafter town lots in two additional sections,
andoneadditionalhalf-section consisting of leasetineral claims All but one section consists of private

land for which Aurcana holds either deeded surface rights or no surface rights, and deeded, leased, or no
mineral rights. The mineral resousadescribed in Sectioh4.0arelocated on private landTable4.1

|l ists the parcels that comprtbhe Astoasaodoé$ 3Bhbhath
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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Table4lAur canaés 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

RoW

Gold | dNDF Y F Q& Payments Easenents (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
L-1090 Eﬂiene:gﬁris“;zzce' coHp: 2F 4 Highway RowW Note #2
D-1050 leased (I\gAllOZSQ) Section 10 37 G t.daBinum See Note #1 Electric Utilities Grazing, hunting rights
D-1074 from State of Texas $1.25/ton (Note #1) (RoW), Telephone (H granted
Di1ogg | 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. . N Passage (E) Grazing, hunting rights
D-1088 No mineral rights. Section 4 572 320 NIA N/A Electric Utilities (E) | leased
D-1050 Deeded surface & . . _ Grazing, hunting rights
D-1075 mineral rights. Section 5 640 N/A N/A Electric Utilities (E) granted
Leased mineral Reconfirm annually byuly
claims Section 6 NY 288 5% NSR $1,000/yr Glen ClainOption 1. Explres ZQlQDt_Jrchase
. Agreement option exercised in June
No surface rights 2018 and in negotiation
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 Sk 320 N/A N/A Passage (E), Electrig Grazing & hunting rights

leased
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Gpld 11 dNDE Y E Q4 o . Payments Egsenents (E) or
Fields File : Description Acreage| Royalties Owed by Rightof-Ways Comments
& Surface Rights
No. Aurcana (RoW)
BLOCK 23Adams, Beatty & Moulton
Leased mineral Section 328, BIk 1 (i.e., 0
L-1055 No surface rights | N%2) 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 . hi
1057, part with no . 6.25% Portion paidin Lessors retain ownership C
' Part of Section 327 SE | 62.5 ' any revenue derived from
D-label) advance to waste rock or tailings
L-1057 | Leased Mineral 2031. 9
rights.
Leased mineral W/2 of Town lot 1, BIK. F .
- ’ ’ 0,
1-1058 No surface rights | Section 327 <1.0 6.25% Paid to 2030
Deeded surface Part of Sectior827, NE/4 .
1 L O
D-1059 Deeded mineral NW/4 310.0 2% N/A Grazing leased
Leased mineral Town lots 6 & 11 & land if
: between lots 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.,
Leased mineral. Lots 6 &7 Cibola Add. B & $25/yr
- 0,
1-1080 No surface rights. | Lot 1, Blk. 1 Cibola Add. <5.0 6.25% Paid until 2032.
Section 327

Mine Devebpment Associates

July 29, 2018

\\mda.cortusersNeil\shafter_2016_pa&a018_PEAShafter_2018_4301_v13_pea.docx

Print Date: 9/5/18 2:59 PM



Preliminary Economic Assessment and Updated Technical Re®mafter Projee, Texas, USA

Aurcana Corporation Page26
Gpld 11 dNDE Y E Q4 o . Payments Egsenents (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 minerallease ;
is suspended Amax Note #3
Part of Section 327, W. ol EL?rrfg?:r; (luligl;(r:rziz) t(())f
D-1050 Deeded surfac& Hwy 67: Northern (Tr. 2b) Telephone (E), Right q :
) : 66.5 No N/A Amax (covers btoric
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
. = . . Amax for tailings
| .
al! YI E zgesduer?agneral Part of Survey 327 137 N/A 'Izgg;of Access to remediation in 1995.
Formerly part of ELO50 &
D-1094.
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NOTE #1MINING LEASE M-110259( iLeas e 110 2 519,8009, wliddorifyeads J ul y
under the following 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 110259rates unless the Owner, on or before that date, pays a
Afdel ay of productiono penalty (considered as a
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 Paid
2012 10, 590 Paid 2018 12,810 Paid
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 payrnef the initial minimum advance royalty 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 annivarsaryledase
110259 in advance, for 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 produfrem Leasell0259 regardless of the 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 rfavhich

such minimum advance royalty is to paid.

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

of theoMarket Valueo. The intention is that i f
onesixteenth (6.25%) of the value of the 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 offgto RGMC) from the sale of minerals and including any
reimbursements for severance taxes and production related costs, or (2) the highest price for materials or
minerals (a) produced the from Leds259 or from other mines and (b) that are comparablguality

to those produced from Lea$&0259 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 premiuend values/costs reported to a regulatory 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 prodonceegse 110259.
Finall vy, by providing 60 daysd notice the Commi s
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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 No€ongressAustin, 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 (25742R Gold 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 Seatidri9.52 acres tin 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 half a mile southwest of the Shafter resource &eld 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 tguired byRGMC 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 &re gant located on Section 327.

RGMC does not own ineral rights bendh the 18acre 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 susperatipction from that same area on account of the lack of a suitable
mar ket for the minerals or ot hiem mnmypalttiyd amd ©tr yb
amount is 16th of $5,000 per annum. The first such payment is to be made witlday® after Lessee
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 succemg the month in which the mine was sitand 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(h6theyf $5,000),

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 withirhe leased property in 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 canaédés Property Position at the

(FromAurcana Corp., 2014)
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Figure 4.3 Detail of Part of Section 327 of Shafter Property Map
(FromAurcana Corp., 2014)
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Figure 4.4 Detail of Part of Section 328 of Shafter Property Map
(FromAurcana Corp., 2014)
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4.4 Environmental Liabilities

The information in Sections 4.4 and 4.5 has been supplied by employees oaRie Gtining Company,
as well as their environmental and reclamation consultants.

Known environmental liabilities for the Shafter mine are limited to reclamation responsibilities for the
tailing disposal area and mill bleed water pond. RGMC requestedeagided, concurrence from the
Texas Commission on Environmental Quality, that waste from these two facilities qualifies as exempt
from hazardous designation pursuant to the Bevill Amendment (42 U.S.C. § 6921(b)(2)(A)).

At closure, the remaining actiymrtion of the tailing disposal facility will be capped with an average of
three feet of alluvium and seeded with a mix recommended by the Natural Resources Conservation
Service. Utilization of native material for capping will promote growth of veget#tiat results from the

dry seeding and facilitate natural colonization of the area from the surrounding biotic communities.

The plant bleed water is managed through a-stgpeoved Plant Bleed Water Management Plan. Excess
barren leaching solutiontko wn as fdApl ant bl eed wrambhagemen)unii(surfadei s c h
impoundment) known as the Bleed Water Pond. The pond is required through the operational life of the
Shafter project. Following completion of any mining activities, the poitidoes closed by removal and

off-site disposal of residual sludge and the primary impoundment liner in accordance with state
regulations.

Reclamation at the Shafter mine required by regulation or statute is limited to the two above described
facilities. Reclamation and disposal costs are estimated at $644,000.00. Further discussion of the tailing
facility and bleed water pond may be found in Section 20.0 of this document.

4.5  Environmental Permitting

Permitting for the Shafter project is regulated by gfB¢xas) and local (Presidio County) agencies. State
agencies include the abeweentioned TCEQ having primary responsibility, Texas Health Department,
Texas Historical Commission, Texas Parks and Wildlife, and Texas Department of Transportation. Local
agencies include the County of Presidio and the Presidio County Underground Water Conservation
District. Federal regulatory programs to which the Shafter mine is subject are limited to the U.S. Army
Corps of Engineers (ACOE) implementing the Clean Watey #&ull programs that demonstrate ACOE
compliance with the National Historic Preservation Act and Endangered Species Act.

As a result of the development and exploration activities conducted by Aurcana, and its predecessors,
between 1999 an2D1§ all necesary permits and approvals are current and in good standing. Numerous
permits, approvals, and operating plans are required to permit mining operations at Shafter, plus numerous
supporting studies. A comprehensive list of permits and approvals requiregutgtory authorities may

be found inTable4.2, andTable20.1 of this document. Sectid20.0contains additional details on each
permit.

The activities and work recommeéed in Section 26 of this report can be completed with existing permits.
The authors are not aware of any other significant factors or risks that may affect access, title or the right
or ability to preform work on the Shafter property.
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Table 4.2 Permit Status

Agency/Program Permit, Status | Experation Permit or License
Management Plan Date Number, Status &
Notes
MSHA
MSHA Mine Legal Identity| Inactive MSHA 1D 4102905,
Report current status
"abananed”
POTABLE WATER
SYSTEM
Texas Commission on Potable Water Current Well Registration
Environmental Quality System Number 1890018
(TCEQ)
Presidio County Water Well Current
Underground Water | Operating Permits
District
INDUSTRIAL WASTE
WAT ER DISCHARGE
PERMIT
TCEQ Industrial Waste | Current expires TPDES Permit
Water Discharge 9/2020 WQO0004297000, use
Permit and/or discharge of
excess mine water
AIR PERMIT
TCEQ New Source Current expires TCEQ Air Pemit
Review Air Permit 9/2027 Number 80987
INDUSTRIAL SOLID
WASTE
TCEQ Notice to Dispose Registration Number
of Waste-Solid 31623, no permit
Waste Registration required- Bevill
exempt
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TCEQ Industrial Solid Current
Waste Managemer
Plan- Tailings
PLANT BLEED
WATER POND
MANAGEMENT
PLAN
TCEQ Bleed Water exempt
Hazardous Waste
Permit
TCEQ Plant Bleed Water| Current
Pond Plan
TCEQ Closure Plan 2
years before end o
mining
TCEQ Plant Bleed Water| Current
Storage Pond
Management Plan
ABOVE GROUND
STORAGE TANK-
FUEL
TCEQ Gasoline N/A exempt until volume
exceeds 1200 gallong
TCEQ Diesel N/A exempt until volume

exceeds 1200 gallong

ON-SITE SEPTIC
FACILITY

Presidio County

Authorization to
Construct OfSite
Septic Facility

Commercial Permit
Number 193

TEXAS
DEPARTMENT OF
TRANSPORTATION

Mine Devebpment Associates
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TxDot Entrance Permit | Current No permit on site. Hav¢
requested a copy from
TXDOT
US ARMY CORPS OF
ENGINEERS
CWA Compliance Section 404 Complete for construction of
NationwidePermit starter dike
TEXAS HEALTH
DEPARTMENT
Texas Health Departmel Radioactive R36454, for process
Materials License plant gauges
SPILL PREVENTION
CONTROL AND
COUNTERMEASURE
(SPCC)
TCEQ SPCC Plan Conplete will need to be updatec
upon restart
RGMC Chemical Spill Current will need to be updatec
Reference Gulde upon restart
SWPPP
TCEQ StormWater Current updated quarterly
Polution Preventior
Plan
TCEQ Storm Water Multi expires Permit Number
Section General 8/2021 TXRO5T074
Permit
P(2) PLAN
TCEQ Pollution Current
Prevention (P2)
Plan
CLOSURE PLAN
none required or preparg
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5.0 ACCESSIBILITY, CLIMA TE, LOCAL RESOURCES, INFRASTRUCTURE, AND
PHYSIOGRAPHY

5.1  Accessto Property

The Shafter project is located in southwest Teapproximately20 miles by road north of the border

town of Presidio via US highway 67. Access to the property from El Paso, Texas is east via Interstate 10
to Van Horn (118niles), then souteast via US highway 90 to Marfa (i#8les), then soutksouthwesvia

US highway 67 to the town of Shafter (4@iles). Most of the property lies west of Shafeard can be
accessed by dirt roads from highway 67

The clogst major airportisatElPasshi ch i s about 3. 5peftyour sé dri ve
5.2 Climate

The climate at the Shafter project is cool and dry during the winter and very hot and dry during the summer.
Average annual precipitation is about 12 inches, with most of the rainfall occduariimgythunderstorms

during July, August, and Septembdiigh temperatures in the region range from 85° to 95°F in- mid
summer, depending on elevation, to about 100°F in Presidio on the Rio Grafidewinter low
temperatures range from 27t4-32°F. The average annual minimum temperature at Presidio is 55°, and
the average annual maximum temperature is(8édfcana Corp., written communication, 2014)able

5.1 shows the precipitatiomd evaporation ras for the Shafter area

Mining and exploration can be conducted year round.

Table 5.1 Precipitation and Evaporation near Shafter
(Data from the Texas Water Development Board as cited by Burgess, 2011)

Evaporation Rates Near Shafter Mine, inches/yr

Evaporation] Precipitation | Net Evap
Mean Mean Mean
January 2.5 0.883] 1.62
February 3.07 0.78] 2.29
March 4.77 0.557] 4.21
April 5.93 0.110} 5.82
May 6.16 1.250] 4.91
June 6.88 1.573] 5.31
July 6.36 1.857] 4.50
August 5.44 1.073] 4.37
September 4.59 2.983] 1.61
October 4,12 0.707] 3.41
November 3.13 0.197| 2.93
December 2.64 0.417, 2.22
Total - inches/yr| 55.59 12.387] 43.20
Total - ft/yr 3.600
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5.3  Physiography

The Shafteprojectareais locatedon the southern side of ti@hinati Mountaiis in rugged, higkdesert
terrain,on the slopes above the Rio Grande valley to the south. Cibolo Creek is the major perennial stream
in the area, whicfoins the Rio Grande at Presidi&levations range from 3,800ft at the town of Shafter

on Cibolo Creekto 4,200ft at the western end of the property.

Vegetationin this ruggedhigh-desert terrain isnainly cactus and succulents.
5.4  Local Resources and Infrastructure

Presidio, Texas, is the nearest population center and a source oés@pylilabor, witla population of

3,959 in 2016 (U.S. Census Bureau)Cibolo Creek flows yearound through Shafter (Kastelic, 1983).
Mine-water inflow is estimated to be approximately 350 gpm, based on measurements nizuld by
FieldsMining Corporatim between 1979 and 198B4lfour Holdings Inc., 2000;Burgess, 2011). This
amount was expected to be sufficient for mill processing requirements, with any excess disposed of
pursuant to permit requiremenalfour Holdings Inc., 2000;Burgess, 2011).

American Electric Powef i A Edeoejates and transmits electricity in the regi@hectric powerat
Shafter issupplied by a nortisouth transmission line installed AP parallel to an existing 69kV electric
line (West Texas County Courier, 2012A high-voltagesubstation owned by AEP is situated on the
northwestern part of tifghafter propertput will require largeicapacity transformers to meet future needs
of the project (Burgess, 2011).

Gold FieldsMining Corporationbuilt a 7ftdiameter explor@gon and production shaft and a separate
rescueventilation shaft, two hoists, and shop buildings at ShaB@ifdgur Holdings Inc., 2000;Burgess,

2011). In additionthere are an air compressor and mine pumps at the site. In 2003, Silver Standard
relocated a 90@on-perday mill to the sitedn 2011 Aurcana constructed a 1,500-parday mill on site.
Section 18 describes the site infrastructure in more detail

During 2015 the Company was approached by representatives of Trans Pecos Pipeline Lliavevho
constructe@buried42-inch natural gas pipeline from the Permian Basin of westral Texas to Presidio,
Texas, for delivery in to customers in Chihuahua, Mexithe route of the pipeline passes through the
Shafter property As currently survged Figure5.1), thepileline route should not materially impact any
resumption of neaterm mining activities. Figure 5.1 shows the site infrastructyreith the pipeling
shown inmagenta
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Figure 5.1 Infrastructure at the Shafter Project Site
(From Aurcana, 20d)
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6.0 HISTORY

The information provided is based on a review of the reports cited. The authors have determined that the
information providedairly represents the project history.

6.1 Exploration and Mining History

The following information has beaeviewed and summarizdtbm Ross (1943)Kastelic (1983)Rio
Grande Mining Co. (1998a, 1998IRpssi and Springett (1999 0zelle (2001)Rozelleand Tschabrun
(2008) Balfour Holdings, Inc. (20Qdncluding parts of a report by Pincock, Allen & Holt dated 2§)00
and Smith (2011)with additional information as cited.

It is thought that some old workingsthe Shafter distriainay date back to ds prospecting by Spanish
explorers Postcolonial miningin the Chinati Mountains began about 1860, when rancher John Spencer
freighted several cartloads of silver ore to Mexico for smelting (Smith, 200tg.mineralized areas in

the Shafter districtvere firstdiscoveredn 18800r 1881by Spencepor his Mexican workers Spencer
interested a group of U.S. Army officers stationed at Fort Davis in his discoveries, including Capt. (and
later General) William R. ShafteiThe first official mining companwas the Presidio Mining Company
organizedoy these officers and othars1881 Mining of the only exposenhineralized roclkat the Mina
Grande open pit begam 1883 but was not profitable until 188Blining continued undergrourat what
became knowias thePresidio mineandwas continuousintil 1913, with grade®f 20 to 300z Ag/toras
estimatedrom annual mine outputvhich average@bout 20,000 tons per yeflaom 1898 to 1913 The
mercurybasedpanamalgamatiormill had 82percentrecovery Mining methods were updateand a
cyanide mill was built in 1913Mine output increased tmore thar84,000 tons per yeénrough t01926,

but grade decreased about 1@z Ag/ton From 1913 to 1926, total recorded production from Shafter
was 1,150,000 torgrading 16z Ag/ton for a total of 19,550,000 ounces of singin¢ock, Allen & Holt,

200(, included in part as an appendix in Balfour Holdirigs., 2000)

The American Metal Company of Texas acquired the Shafter property in 1926 and subsequeatly merg
with Climax Mol ybdenum Company to form Ameri can
of this report, AAmaxo wi | | be used to refer to
Inc. Amax conducted both surface and undergroundndy;ithe database used for the estimate described

in this technical report includes 1,048 Amax drill holes totaling 178,634 feata x @rsial production

from the Presidio mindecreased to 50,000 tormut ata grade of over 200z Ag/ton from 1927 to 992

Much of Amaxdés and al so Presidi obs -cebbed|sortedorepr odu

Production continued through 1®4except for a period in 19301834 when the price of silveedreasd.

When operations resumed in 1934, theiliites were expanded to a capacity of milling approximately
140,000 tons per year. An average grade of nearly 200z Ag/ton was maintained at first, but the grade
declined with an increase in the mined tonnage. In the final full year of productionindg@mduced

140,503 tons at an average grade of 9.390z Ag/itve. mine was closed in August 19d&e to the War
Production Board Limitation Order-208 and at that time the mill feed grades had dropped to an average

of 8.50z Ag/ton. Upon closure in 49, the rails and hand carts were pulled and shipped for scrap metal

as part of the war effort. Smith (2011) <cited t
reserves, water flooding in the lower levels, and a wartime shortage otragether reasons for closure

Kastelic (1983) reported that the Presidio mine was dry to the 950 level, but after the operations ceased,
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the workings were flooded back to the 850 level. From 1926 to 1942, Amax mined 1,156,800 tons of
material grading 3.490z Ag/ton and containing 15.6 million ounces of silver, of which they recovered
13.57 million ounces of silver, 5,982 ounces of gold, and 4, 195 tons of lead. This implies a silver recovery
rate of 87%(Pincock, Allen & Holt, 2000, included in part san appendix in Balfour Holdingbc.,

2000)

Total recorded production from tiReesidio mindrom 1883 to 194%as 2306,800tons of ore containing
35153466 ounces of siler, for an average grade of 15.20z Ag/toRecovery from the millvas 82
percentfrom 1883 to about 191Mcreasing to 8fercentuntil about 1926, when it increased again to 90
percentuntil the mine closed in 1930When the mine reopened in 1934, recovery from the mill was 85
percentuntil the mine closed in 194@alfour Hddings, Inc., 200Q) By 1942 the Presidiomine had
been developed to the 900 level.

Elsewhere in the Shafter distridd@ut 14 smaller leadilver+ zinc and gold mines and prospects operated
west of the Presidio mine from about 1890 to the 1930 Stauber anGleim mines appear to be on
Aur canaods pr op,sauthwest bfithe Bresidio muedine Rerry and Chinati minese also
within Aur c a®ectios 2wpst a theePresidio, mine.

In 1946 M. F. Drunzer leased the Presidione and mined ore from the supporting pillars until 1947.

The district was quiet until Phelps Dodge commenced evaluation of theliRedhtrusion, five miles

west ofthe Presidiomine, when copper priceincreased in the 19503n the1970s, DuvalCorporation

( A Du Jdrdléd@pproximately 80 Hes into the Red Hills intrusioand outlineda coppermolybdenum
porphyry zone Duval also undertook a regional exploration program involving geochemical and
geophysical surveys to search for other mineedl zones.

Teton Exploration Drilling Company drilled about seven rotary holes near the Presidio mine in the early
1970s, hoping to find silvdeadzinc mineralization west and south of the old workings along the Mina
Grande fault. Although they intexsted silvedeadzinc mineralization in some of their holes, especially
near old workings, the results were generally inconclu$testelic, 19893) They abandoned the project

in 1974.

Osceola Metals Corporation drilled eightaammer holes totaling,000ft about 3,000ft westouthwest
of the Presidio minébut not on property currently controlled by Aurcanal970. Two of the eight holes
intersected strong leamdnc mineralization with weak silver and gold, generally as fracturehetied
mineralization in Cretaceous sedimentary rocks (Kastelic, 1983).

Gold Fields Mining Corporation( i Go | d  @EhkenechllddsAzgon Co r p o r Miningo and s
Exploration Division a subsidiary of Consolidated Gold Fields L&tquired th&haftemproperty in1977
from Amax. From 1977 tal983 Gold Fieldsspent over $20 million on exploration and development
work in the Shafter silver distrithat included surface and undergroumapping samplinganddrilling,

as well aextensive metallurgical test worR heydrilled 355coreholes totaling 87,925t from October
1977 to April 1983 Kastelic, 1983 MDA notes that th&013 database contains a total of 403 surface
and underground core holestributed toGold Fields, totaling 218,855fiut cannot account fathe
difference About 30 of these holes were drilled on the regional trextgndingfrom the Presidio mine
four mileswestto the Red Hills. Through a systematic surfadelling program,Gold Fieldsidentified
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thenortheasterndowndip extensiorof the Shafterdeposit extendinghe depositmore than 5,000 from

the lowest development work in the Presidio mijeT he name i Sésaded ia thisréporp o s i t
refers to the entire deposit, of which part was previously mined at the old Presidip @old Fields
sank two 1,000ftdeep shafts, conducted 5,100ft of underground drifting, perforrdestlGt of
undergrounctore andl,346ft of undergroungercussiordrilling, and mined 8,000 tons of material for
metallurgical testingo confirm tonnagesral gradegRossi and Springett, 1995; Pincock, Allen & Holt,
2000b). MDA notes that the database contains 7,719ft of underground core didlivegbyGold Fields
but no percussion drilling dat&d comparison between the results of detailed undergrsamgbling and
diamond drilling from the surface indicated that the actual silver grade may be as mucheaseh®
higher than the grade determined by surface drilling (Gold Fields, 183@)| d Fimnderdralrsddvork

in Block | (seeFigure6.1) found silver grades to be Hercenthigher than what had been indicated by
surface drilling in the same area (Balfour Holdings., 2000).

Gold Fields conducted extensive geophysical work in an attempt to acquire a geophysitaksojriae
depositthat could beusel to generate additional targets (Kastelic, 1983)udi&magneto tellurics
(AAMTO) gave a distinct anomal vy, but ot her me t
surveying identified an eastending ridge generdly coincident with the depositthat probably
represented a deegated feature such as a lineament or an old shor#lishéced polarization and dipele

dipole resistivity surveying failed to show anomalies over the Shafter deposit, probably stcentp
oxidation of themineralization Ground magnetometer surveys located dikes but did not detect the
deposit. Two seismic reflection lines were run over the deposit, but results were ambiguous because shot
holes were not deep enough to impart sidfit energy into the ground. A dekgvel gradierdarray
resistivity survey was conducted in early 1981, which showed an anomaly coincident with the erosional
edge of the Mina Grande Formation, but poor results were obtained from several holes dolieer on
anomalies. AMMMT survey initiated in January 1988oduced an anomaly that was generally coincident

with the Shafter silver deposit, and subsequent surveys were conducted over large tracts of Duval and
Gold Fields land in the Red Hills area. Sbrtt-south lines were run across Sections 33, 34, 186, 187,
and 2. Several of the additional anomalies were drilled, but no mineralization similar to that in the Shafter
deposit was intersected.

Gold Fieldsalso carried outetailed mapping and saikid, rock-chip, and fault samplingthe property.
Surface gochemical sampling generally did not detect the Shafter deposit, probably due to its great depth
from the surface (about 1,000ft) (Kastelic, 1983). Limited lmapde mapping and sampling weegreed

out in specific areas of interest, such as the Montezunmspect, which is located within the current
property boundaryand the Sullivan mine located outside the current property bounda#y.photo
geological study of much of Presidio County waspleted in 1981 and identified several structural and
alteration features that were examined on the ground.

In addition to their workn the vicinity ofthe Presidio mindrom April 1980 to March 198&old Fields
conducted regional mappingoil sanpling, and drilling between Shafter and the Sullivan mine, located
about 5.25 miles west of the Presidio mifiéis workidentified scattered occurrences of silver, zinc, and
gold mineralization within the Shafter distramdidwaspart ofa joint venturevith Duval, with Gold Fields

as the operatorThe joint venturebtainedtwo northtrending gravity profile§ one over the Red Hills
stock and one just west of Sectioni3#h October 1982 in an attempt to define the lateral limits of the
Red Hills stok under Quaternary graveldaylor, 1982) The joint ventura@lsoengaged EM Technology

of Boulder, Colorado, to conduct controlledurce AMT surveys in the Shafter and Red Hills areas in
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early 1983 whose results are described abéMelming, 1983; Kna, 1983). Although Gold Fields
stoped work on the Shaftetepositin April 1983 due to the collapse of silver pricabgy held the
property throughmost 0f1994

In October 1994Ri o Gr ande Mi RGMCg )therma subsadiary of Beicor, Incand Silver

Asset s, | nc. acquiteBhelShatter profest soBbldFelds RGMC mapped and sampled

the 40 and 80levels of the old Presidio mine workingsampled the stopes down to the 300 level,
conducted additional drilling and sampljrandobtainedall major permits necessary for commencement

of operations by 200(Rozelle and Tschabry2008 Rio Grande Mining Co., 199819981. The dril-

hole database used for the resource estimate described in this technical report indhdds\8&verse
circulation (ARCO) h ovVeettse nahsuifacel mindralization db8ve the PbegidioR G M C
workings They reported that hundreds of Amax and Gold Fields sample results painted ds drelri

back of theold workings shoved that many significantareas with 5 to 1z Ag/tonremainedn the old

workings Rio Grande Mining Co., 1998

Silver Assetsacquired Belcor, Inc. and its subsidiary, Rio Grande, through a number of stock transactions
in 1996, 1999 and 2002. Silver Assetwas acquired by Silver StandaRle sour ces | nc.
St a n dtlroughdtpck purchases in 2000.

Aurcana purchased RGMC and thereby the Shafter property from Silver Standard in Jukk 2008c a n a 6 s
exploration & the project is described in Sectidr.

6.1.1 Mining by Aurcana Corporation

Aurcanare-entered the oldPresidiomine through a new declinen June 1, 2012, ancommercial
production commencesh December 14, 2012pm materialdjacent to and betwednma x 6 dopes!| d s
In conjunction with its underground operations, Aurcana beganpipemning of lower-grade naterial

from the old Mina Grande pit at the Presidio mim® April 23, 2012 This genpit mining was
discontinued after the plant comssioning and testg phase wereomplete(Aurcana news releaselune

6, 2012 December 14, 20)2 In addition to themine and mill, Aurcana operatexh onsite assay
laboratory. Aurcana reported that from October 2012 through December 2013, mine production totaled
149,82 tons and mill feed from the mine totaled 109,599 tons. A total of 134,557 ounces of doré was
poured. Due in part toa decline insilver prices productionceasedandthe mine was put on care and
maintenance in December 2013.

Aur canao6s ueraiian cogsisted oh danddilpand roomandpillar methods. The size of the
development headings was reduge@@013from 15t x 15ft to 12ft x 12f, cutting the size of a typical

round from 216 tons to about 115tomst t he t i me o ih ApMIROLY, sminisgiatemged i s i t
over 400 tonger day of material averagin@b Ag/ton based on mine channel samples, and two stopes

were available for production. Water was said to be present on or below tfi@o6@Yyel in the area
Aurcanawas mininged at the 770 | evel in the Gold Fiel dsé

Ore stockded at the surface of the mine svlkansported by 3tn haul trucks to the processing plant,
where crushing, griing, leaching, and smelting were conducted. Oreonashed in two stages, using
a jaw crusher and cone crusher. Crushed ore vies to the grinding circuit and grodnn a ball mill.

Ground ore wasonveyed to the leach circuit to undergo cyanide leachiihg. pregnant solution passed
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through flter pressesn the way ta Merril-Crowe precifiation circuit, where silver wgsrecipitated by
the additiorof zinc dust. Precipitates wetr@nsferred to a smelter to separate silver from zinc.

6.2  Historical Mineral Resource Estimates
The following has been modified from Tietz and Madane 2016:

The Shafter deposit has been divided along itsweast trend into five exploration sectors, called blocks
(seeFigure6.1). These blocks were defined by RGMC based on topography, the old Presidio workings,
andthe primary drill targets of Gold Fields (Balfour Holdindysc., 2000). Block I, farthest to the east,
includes the Shafter deposit from 53,750 East to 59,000 East; it includes the undedgraiopdmenby

Gold Fielas but has had no previous productiddlock Il includes the Shafter deposit from 52,300 East

to 53,750 East; it had a limited amount adguctionfromt he deepest wor kings of /
Block IIl extends from 51,000 East to 52,300 Eastiantlidesextensiveareas of productiony Amax in

the Presidio minalong with the 2013 and 2013 RGMC producti@iock IV includes mineralied rock
immediately east of the Mina Grande fault and extends from 49,600 East to 51,000 East; it was also mined
extensivelffromA ma x 6 s P r e BlacldVi, the wastennenost block, extends from 45,500 East to
49,600 East and includes mineratizareasmmediately west of the Mina Grande fault; this part of the
deposit was mined to a limited degree by Amax.

Various historical mineral resourc&nd resrve estimates are described in Secth@ Terminology

shown in quotation marks is as described by the original authors and may not represent current
classifications. A qualified person has not done sufficient work to dfgsthe historical estimates
described in this section as current mineral resources or mineral reserves, and Aurcana is not treating the
historicalestimates as current mineral resources or mineral resertesehistoricalresource estimates

should notbe relied upon. Thesehistorical estimates are superseded by the current mineral resource
estimate described in Secti@d.0

6.2.1 Gold Fields Mining Corp.

The following information is taken from an economic feasibility stoolyducted by Gold Fields in 1982
(Gold Fields Mining Corp., 1982yith additionalinformation fromCracraft and Williams (1982) and
Rossi and Springett (1995)

Gold Fields drilled the dowdip extension of th8hafterdeposit from the surfaand partidly developed

it with a shaft and underground workings in thte 1970s anéarly 1980s; the dowdip extension is

shown as Blocks land Il dfigure6.1. The first fAore reserve calcul ati
from 44surface core holes. Kriging was used for the estimate, and the results were compared with results
derived from conventional pol ygonal anal ysi s. T
at an average grade of 6.400z Ag/felsewheren t he Gol d Fi el ds report the
4.275 million tons; MDA cannot reconcile this conflict).

Gold Fields completed an-houseeconomic feasibility study of the Shafter deposit in 1982sed on

this study, they sié¢yvenrt eksaufigeol odi 4. 47 millio
Ag/ton, for a total of approximately 28 million ounces of silver. Gold Fieldst i mat ed a figeo
reserveo of 4.49 mil |l i wsingblockksging & secohegtimateusitg.the 2 o z
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polygonal method yielded 4.08 million tons grading 6.030z Ag/fbime estimates were based on an 8ft
minimum mining height with a cutoffradeof 30z Ag/ton.Thefit ot a |l obased on lelcslekriging 0

was based on 52 surface edrolesand was estimatddly Gol d Fi ekdadf Lakd@Wweodr
based on the polygonal method u&&dsurface core holemd wagerformed by the Shafter geological

staff. The fAgeol ogwasodel uesdr veoa n milondoashatae averags er v e
mill-head grade of 5.650z Ag/torontaining26,406,409 ounces sflver. The1982fimineable reserde

included only themineralizationin the Shafter deposit stitovered by Gold Fields and didt include an
additional 1.2 milliont ons of Ainferred oreo i n unmmb8R,dhd ar e a
COMEX average silver price was $7.93 per ounG»ld Fields used a tonnadgctor of 11.65 cubic

feetton to calculate their resouread reservestimategRozelle and Tschabn,2008).

6.2.2 Rio Grande Mining Company 1995

GeoSystems International, Inc. and Altamira Mining and Exploration pt€pared @éiresource estimate

for the Shafter project in December 1995 (Rossi and Springett, 1@8)l v Gol d Fi el ds
undergound drilkhole samples and some older Amax surface holes wereRessdl and Springett (1995)

noted that there were a significant number of sample intervals with poor recoveries, many of which
correspond to highegrade mineralization that is typicaligore friable than the resiThey developed a
geologic block model of the Shafter deposit and used multiple indicator kriging to estimate the grade of
the blocks. A polygonal technique was also used as a separate check on the grade estimates. @he geologi
model was based on envelopes drawn at a 3.00z Ag/ton cutoff, using aumir@ifnthickness. The
envelopes were developed on section and thenfraneed to create a thre@mensional volume of the
mineralization. Mineralized blocks measured 50 by 28fhyContact dilution, internal dilution, and ore

loss were not consideredAt a cutoff of 3.00z Ag/ton, they estimatedl g | darbs#ur e sour ces o
approximately 3.57 million tons with a grade of 6.360z Ag/ton for approximately 22.7 nudiatained

ounces of silver.

6.2.3 Rio Grande Mining Co. and Pincock, Allen & Holt 1998 and 1999

RGMC madeseverakstimates of th8haftersilver depositn 1998and 1999hat are described by Balfour

Holdings Inc. (2000). Themostrecenfi pol ygonal 6i esermaetsedubgeBRGMC ¢
shown onTable6.1, using cutoffs that can be compareadtioerhistoricalestimates This estimatgTable

6.1) assumedh 6ft minimum height for underground mining aindluded Blocls | through V, which

extended from east of Highway 67 to west of the Mina Grande faglire6.1). No date for this estimate

in Table6.1 is given by Balfour Holdingdnc. except that iis more recent thatihe 1999estimatethat is

described belovand shown ofable6.2. The polygonal dimensions used by Gold Fields in their 1982
freserve estimates were used by RGMC for the estimafkainie6.1.
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Figure 6.1 RGMC Block Locations for the Shafter Deposit
(From Balfour Holdings, Inc., 2000)
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Table 6.1 Rio Grande Mining Co. Historic Estimateof fA Pol ygonal Si |

(Balfour Holdings, Inc., 2000)
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Pincock, Allen & Holt(2000b)in the appendix The 1999 PAHdatdbasecontained891 drill holes

totaling 262,473ft of drillingand 14,570 samplesn c | udi ng

underground d

ril 1l d

at a

dr i ||
from

ds o6
dat a

Fi
and

Gol d el

from Amax,

Mine Devebpment Associates
July 29, 2018

\\mda.cortusersNeil\shafter_2016_paa018_PEAShafter_2018_4301_v13_pea.docx
Print Date: 9/5/18 2:59 PM



Preliminary Economic Assessment and Updated Technical Re®mafter Projet, Texas, USA
Aurcana Corporation Page46

programs. Usingthe inverse distance cubedethod to creata silver block modelPAH estimated the

Agpd ogi c r esour ciiemeoda swhriecdh, iinncdliucdaetde d, a nsHowmimf er r e
Table6.2. The estimation didiot provide fo any dlutional effects of mining and vgebased on a density

factorof 12.0 cubic feetdn.

Table 6.2 1999Historic Pi nc o c k , Al l en & Holt fiResour ce:
(Balfour Holdings, Inc., 2000)

Cutoff Tons Silver | Contained Silver
(oz Ag/ton) | (millions) | oz/ton | (million ounces)
6 2.76 13.2 36.26
7 2.16 15.0 32.43

Balfour Holdings Inc. (200Q noted that the main differences betweenli®@9estimates of PAHTable

6.2) andthepresunably laterii d r i | | e d estimatsobRGMC @able6.1) were inBlock |, which
contained the largest portion of the mineralization and wiviet based on a driiole spacingf 200ft.

PAH did not assume continuity of minaealtion between holes, but the polygonal method used by RGMC
assumed continuity to the next hole along the strike of the deposit.

6.2.4 2001 Mineral Resource Estimate by Pincock, Allen & Holt for Silver Standard Resources
Inc.

PAH prepared a technical repodrfSilver Standard in 2001 (Rozelle, 2001) that included a geologic
resource estimate. Resources were estimated inside of a mineralized boundary that was developed using
a 1.00z Ag/ton limiting boundary and the dhible data. Individual model blocks wee25ft by 25ft in

plan, with a block height of 3ft. Underground stopes, drifts, and -cudsswere incorporated into the

model to account for material removed by previous underground mining. The resources were estimated
using polygonal and inverse disice to the third power methods and were based on a density factor of
12.0cubic feetton applied to all materialTable6.3 shows the 2001 geologic resource estimate for the

total of all five exploration blocks at cutoffs of @fid 7.00z Ag/ton.

Table 6.3 2001 Historic Pincock, Allen & Holt Geologic ResourceEstimation
(From Rozelle, 2001)

Measured Indicated Measured + Indicated Inferred
Cutoff Tons Ag Tons Ag Tons Ag Tons Ag
(oz (thousands) | oz/ton | (thousands) | oz/ton | (thousands) | oz/ton | (thousands) | oz/ton
Ag/ton)
6.0 503 11.26 1,061 11.76 1,564 11.60 1,191 15.20
7.0 388 12.68 788 13.60 1,176 13.30 986 17.03

MDA has not done sufficient work to classify thésstoricalestimate as current mineral resources or
mineral reserves, andurcanais not treating thesaistorical estimates as current estimateshese
historicalresource estimates should not be relied upldmesehistoricalestimates are superseded by the
current mineal resource estimate described in Sectiér)
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7.0 GEOLOGIC SETTING AND MINERALIZATION

The following informations the interpretation and conclusions of the qualified perSba authors have
determined that the informationqwided fairly represents the project geologic setting and mineralization.

7.1  Geologic Setting
7.1.1 Regional Geology

The followingreports have provided badkynd information on the regional geolo@alfour Holdings,
Inc. (2000), Rozelle (2001), Rozelle anctfigbrun (2008), Gilmest al. (2003), andbarts of a report by
Pincock, Allen & Holt(200() that were includedi Balfour Holdings, Inc. (2000)

Many of the wor |-libsted silvedendgircsdepositsaoccbr onnnarthexn Mexico, and
some lave been in production since the 16008ese depsitswere formedn thick carbonat@ominant
Jurassic to Cretaceous basinal sedimentary sequences underlain by PaleozoicrusbldEnéMexican
districts lie within or on the margins o& major fotl andthrust zone Theareas omineralization appear
to be controlled by structures parallel to the trend of ftild and thrustbelt Mineralized and
hydrothermallyaltered intrusive and volcanic rocks of Tertiary age presenin most districts The
styles ofmineralizationare characterized byeometricallyirregular deposits that often have definite
structural controls and aret conformable tatratigraphiccontacts

All the carbonatéhosted deposits in northeastern Mexico li@ iectonastraigraphic terrain underlain

by Paleozoic or older crust. There appears to be no consistent connection between carbonate rock type
and mineralization. In some districts, mineralization o@mwvithin numerous different carbonate strata
andsedimentaryacies through vertidantervals of over 3,000ftIn other places, specific strata or facies
contain the bulk of the mineraéd rocks Overall lithologic contrasts appear to be important, with many
deposits containing mineraéd zonesn carbonate stta within, or below, relatively lespermeable

rocks. Mineralization appearshavebeencontrolled by a combination of folds, faults, fractures, fissures

and intrusive contacts that acted as structural conduits for mineralizing solutions. Mineralizati
apparently occurred between 47 and 26 Maiaelieved to be related to the riigdrtiary Sierra Madre
Occidental volcanic event (Megaw, Ruiz, and Titley, 1988).

The regional geology of southwestern Texas is similéihab ofnorthern Mexicowith athick Jurassic
Cretaceous sedimentary basin overlying older Paleozoic baséfigunie 7.1). The sedimentary basin

contains thick carbonate sequences which extend over 1,000 miles in length from soutAeasiean

and southermNew Mexicothrough northern Mexico and southwestern Texahis thick sequence of
Mesozoic sedimentary rocks represents a transgressive succession deposited during the subsidence of the
easternpart of the basinandthe formation of an islanteefbasin @vironment The carbonateock
formations in the basin sequence oftsiceed 10,000in thicknessand consist of continuougsaions of

platform and basirdeposited limestones withinor dolomite sequences

During the &te Creficeousearly Tertiary laramide orogeny, the Jurassicetaceous rocksn
southwestern Texasere folded, overtuned, and cut by thrust faultsthe intensely deformed Chihuahua
tectonic belt.To the east lies the relatively stable Diablo platform, where corresponding Cretaceks.
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are flat lying. The Shafter district lies in the boundary area between the deformed Chihuahua tectonic belt
to the westnd the stable Diablo platform to the east.

The siver-leadzinc deposits in thbasinalimestonesequencesf southwestern @xasare referred to as
fhigh-temperaturecarbonateh o st ed deposi t s o0 bleucsharpscentagtviith thelre i r
enclosinghost rocks(Megaw, Ruiz, and Titley, 1988)At Shafter, Permian basinal limestones are the
main hosts for silver mimalization, although overlying Cretaceous carbonate rocks are also mineralized.
Regionally, thecarbonate deposits of northern Mexlmalong or near the eastern limit of mi@rtiary
volcanic fields and their eastern outliees does the Shafter sitvdeposit Voluminousmagmatism
between 38 and 31 Mgenerated a number of calderas in west Texas, including the Chinati Mountains
caldera,which includesdifferentiated alkakcalcic to alkalc suites of asHlow tuffs, intracaldera lava
flows, and intusionsjust west of the Shafter deposit.

Figure 7.1 Regional Geologic Map othe Shafter Project
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7.1.2 Local Geology

The followingreports have provided baakgind information on the local geologyoss andCartwright
(1935), Ross (1943)Rozelle and Tschabrun (2008incock, Allen & Holt(200; report portions
included as an appendix in Balfour Holdings, 12000, Bogle (2000), Gilmeet al.(2003) and Kastelic
(1983)

The Shafter mining distrids a rectangilar aea, approximagly six miles east and weby threemiles
north and south, with the town of Shaftéuatedn the northeast part of thstrict The districtis located

on the soutkastflank of the Chinati Mountaingdjacent ta Tertiary volcanic caldera. Outcrops in the
district are predominantlyégPmian and Cretaceous limestone, dolomite, siltstone, and sandstocie
were tilted byfolding anduplift during the Laramide orogeny and latet by Tertiary intrusions The
Tertiary intrusions may havdeenthe heat source for the silver mineralization at Shafter (Balfour
Holdings, Inc., 200Q)although there is no direct evidence for that in the vicinity of the Shafter deposit
as discussed in Secti@ni2

The strata in the Shafter miningsttict appear to fornpart of a broad dome with cresattingfaultsthat
may have localized the mineralizatiahthe Presidio mine

Figure7.2 shows the geology of the Shafter propertgt anrrounding areas compiled by Aicana Corp.
7.1.2.1Permian Stratigraphy

The oldest rock unit exposedthe Shafter distriags Permian limestone, with some interlayered shale and

other sedimentary rocks. h&se Permian carbonaded siliciclastic rocksvere depositedn the Marfa

Basin, the westernmost of three large Perrs@&iimentarypasins in west Texas. Permian carbonate rocks

are the main hosts f or tThedPerohianmits have a consbines ithickness  mi |
of more thanl,000t in the vicinity of Shafteland are subdivided into the following formations from
youngest to oldest:

1 Mina Grande Formation Erosional remnants of assive yellowish, dolomitic limestone,
correlative with limestone at the top of the Permian Cibolo Btion elsewhere in the Shafter
region,overlie reefderived talus and foreeef facies limestone.

1 Ross Mine Formation Alternating beds of black limestonghert, and yellow sandy shale become
more calcareous in the upper part

1 Alta Formation- Shaleat the base gradep into yellow sandstone at the top

1 Cieneguita Formatiori This basal unit contains shalehert, and beds of limestone and
conglomerate. Peterson (1973) describes this unit as Pennsylvanian.
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Figure 7.2 Geology of the Shafter Property
(Froﬁrfn Aurcana C
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7.1.2.2Cretaceous Stratigraphy

Cretaceous rocks of the Trinity Group unconformably overlie the Permian units in the Shafter district.
The Trinity Grougncludesthe Presidid-ormation, which is 450ft thickand the Shafterimestonewhich

is greater thanl,000ft thick The Cretaceous units cover much of the Permian strata and may be
mineralized in places themselves.

The Presidio Formatiotrops out near the Presidioma and consists of five major subdivisions, although
there is considerable lateral variation in lithology and thickness of the units
1 Cap Rock Unit- 25 to 50+f thick with massive hard arenaceous limestorad some beds of
calcareous sandstone
1 ShellBrecciaUnit - 110 to 165fthick with soft sandstone, arenaceous limest@amel two rather
thick shell breccias
1 Tripartite Unit- 75ft+ thick with mediumbedded to rassive limestone, shell breccia, and massive
partly calcareous sandstone
1 Conglomerate Unit 90 to 12@Gt thick with arenaceoudimestone calcareous sandstgnand
conglomerate
1 Basal Unit- 50 to 90f thick with soft marl, clay, arenaceolisiestone calcareous sandstone, and
shell breccia

The Shafter Limestone is exposed around the town of Slaadteforms a prominemange of hills about
three milesoutheast of ShafteThe unit rests unconformably on the Presidio Formatidme unit is of
Upper Getaceous age andnsore thanl,000t thick. The unit is primarily limestone with interlayers o
marl and sandstoneThe unit has Ies variation than the Presidi@rifation but facies changes from
sandstone to limestone can be abrupt.

Overlying the Shafterimestone is th&0 to120ft-thick Walnut Formatiorof the Fredericksburg Group
This unitis distinguished from the Shaftefrhestone byhavingless limestonea greater proportion of
marl and clay, and very little sastdne A thick succession of massive limestones overlies the Walnut
Formation and as designated the Devils Riveiniestone Ross, 1943).

7.1.2.3Igneous Rocks

Mid-Tertiary volcanic rocksre presenalong the edges of the Shafter district, and intrusions of andesite
and dioriteare presenwithin the district, including at the Red Hilge st of Aur chlthads pr
central parof the Chinati Mountains and on the plateau east of Shafter, trachyte, rhyolite, andesite, and
tuffs of Tertiary age are exposetlhe Chinati Mountains Group of peralkaline rhyolite and trachyte flows
and tuffs of Oligocene age is almost entirely coadirio the Chinati Mountains calderd@he Chinati
Mountains caldera, which has been dated at 32 Ma, was a major volcanic center that produced an alkali
calcic suite of asffiow tuffs, flows ranging from basalt to rhyolite and trachyte, and intrusionsbhirga

alkali granite, and alkali granophyr&éhe Morita Rank Formation, composed of basakhyolite, and ash

flow tuff, lies east, south, and north of Shafter and is older than the Chinati Mountains Giloege T
volcanic rocks rest unconformably on t@eetaceous units and have undergone some faulting but only
minor deformation.
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Southeast of the Chinati Mountains, a circular intrestock variously described as hornblerdegite
andesite (diorite?)guartz monzonitanonzonite or latite porphyrycrops outin the Red Hills The Red

Hills stock has been datetl@d to 60 Ma (Gilmeet al, 2003). The Red Hillareless than a mile south

of the structural margin of the Chinati Mountains caldera. Howéweradiometricage ofthe Red Hills

stock demonstrates that it paates theChinati Mountains calderand ispart of the older Laramide
magmatic arc that accompanied Laramide deformation as far east as th®deassegion of southwest
Texag(Gilmeret al, 2003) The Red Hills intrusion hdseen explored as a coppgaolybdenum porphyry
prospect Thisstockis about four miles west of the Presidio mine and about one mile west of the western
margin of the Shafter propertiescribed irthis report

Andesitic and basaltic dikes are reportedrfriie immediate vicinity of the Presidio mine, while farther
west basaltic and andesitiglls that are locally up to 100thick intrude the Permian and Cretaceous
strata. Diorite porphyry intrudes the lower part of the Permian sequence and extenathlibad ertiary
fl ows west and north of Aurcanaéds property.

7.1.3 Property Geology

The followingreports have provided baakgind information on the property geologossi and Springett
(1995),Lambeck (2012)Ross and Cartwght (1935)Ross (1943)a porton of a report by Pincock, Allen
& Holt dated 2000 that is included in the appendix of Balfour Holdings, Inc. (2083 Rozelle (2001)

At the Shafter depositthe massive limestone at the top of the Permian Cibolo Formaeoeatthe
unconformablecontact with the Cretaceous Presidio Formatwas the most favorable to replacement
by solutions In the vicinity of the mine, this unit is called the Mina Grande Formation. The erosional
surface of the Mina Grande Formation developed karst topograpith provided large open areidmst
served ashannels for mineralimg solutions. Silver and base metal mingmaére deposited where
conditions were favorable. The Mina @Gde limestone formed as a Permian reef and has over two miles
of mineralized sike length. It is up to 200ft thick and isomposed of massive to tHoedded wackestone

to packstone and carbonate mudstone that have been divided into three broad units from bottom to top
(Bogle, 2000, and Head, 2002): Basal unit consisting of uedlter only slightly dolomitized
wackestones to packston@=ore Reef facies of Kastelic, 1983sewdobreccia unit of clasts of Mina
Grande Formation in a matrix of orangeed, andbrown-stained dolomite and fossiliferous limestone
that shows evidence dissolution during subaerial exposyfReef Talus facies of Kastelic, 1983nd
Massive unit directly below the Permi&lretaceous unconformity that is a dolomitized unit with few to
no original structures of fabrics evidgiMassive Dolomite facies dfastelic, 1983) The Mina Grande
Formation is unconformably overlain by the Cretaceous Presidio Formatiach is in turn overlain by

the Shafte Limestone. Narrow andesitic and basaltic dikesre/eeported by Ross (1943Fissures and
faults are premt in all areas of the Presidio mine workings.

Severahigh-anglefaultsin the area may have been the main channels for the mineralizing solutions, and
high-grade pockets ahineralizatioroccuredwithin the karsts (Silver, 1999). The mineralizatippears

to havebeen controlledby easttrending faults often where intersected by strong nestiuthfaults such

as the Mina Grande fauliThe Mina Grande fault strikes N10°E and haksplacement of 300 to 400ft.

It is near the west end of the Shafteposit and has displaced the mineralized horizons downward to the
west (Kastelic, 1983)Northwest and northeadirending faults of regional extent also cross the Shafter
property (Lambeck, 2012).

Mine Devebpment Associates \\mda.conusersNeil\shafter_2016_paa018_PEAShafter_2018_4301_v13_pea.docx
July 29, 2018 Print Date: 9/5/18 2:59 PM



Preliminary Economic Assessment and Updated Technical Re®mafter Projet, Texas, USA
Aurcana Corporation Page53

>

7.2 Mineralization

The followingreports have providedabkgound information on the mineralizatioRoss (1943)Corbett
(1979),Kastelic (1983)Rossi and Springett (1995 pzelle (2001)Head (2002)Rozelle and Tschabrun
(2008) Shannon (2012pnd Lambeck (2012)yith additional information as cited

The Shafter deposit hosted witln the gently dipping beds of the Permian Mina Grande Formatisn
below their contact with Cretaceous rockihe reefderived dolomite and limestonaf the Mina Grande
Formation were susceptible to differential weathgand karst activity at the upper level of the formation,
and passageways for mineralizing solutions formed along facies camtdtisdding planes.

The deposiis parallel to the bedding, has a tabular form, awedlisd a mantodeposit following colaial

Spanish terminology for a blankkéte or tabular mineralized bodyThe deposit hasome irregularities

in its shapebut dips generally eastVeins containing the same minerals asrfatoare common inte

eastern part of the Shafteistlict. Many of these veins are fissure fillimgnd have brecciatexbnes.

Rozelle (2001) stated thdteamineralization took place aftéine intrusion of dikes and sills of Tertiary

age and Ross (1943) reported that dikes in the Presidio mine are somewhatingiderim contrast,
Lambeck (2012) reported that a eutsknmeneraliratioAThere an a 0 s
has been no radiometric dating of minerals associated with the Shafter deposit, and a source for the
mineralizing fluids has not yéeen identified.

Mineral depositiontook place infour main phases: (1) a limited amount of dolomitization(2)
slicification; (3) deposition of calcite and metallic minerals including galena, sphaleriteacmthite
and(4) supergene alteratiorAurcana identified two separatages ometalmineralization on the Shafter
propertyi an initial leadstagepotentially associated with the nottitending Mina Grande faultpllowed

by a secondtageconsisting of $ver and anomalous lead and githought to be associated with the
Herculano fault system and multiple etreinding faultghat served as distal feeder systdirambeck,
2012) Contacts of the minerakzrl zonesvith unaltered wall rocks are generally sharp.

Basedon drilling by Gold Fields silver mineralizationlocated to the east of the Presidio mine historical
workings (designateBlock Groupsl andll in the historical reportand renamed the Shafter area for use
in this repor}t appeas to be continuous within thenantodeposit which extend over §000ft of strike
lengthalong a zone trending roughly N60&Ed lies between 700 and 9Qdselow the surfaceThe entire
PresidioShafter deposit is up to 1,500ft wide in a nestiuth direction and extends at least 2.5 miles on
an eastvest trend (Balfour Holdings, Inc., 2000)There appears to be a highade core within the
broader mineralized zone located just below thetd&eoud?ermian unconformity. Ae highgrade core

is very continuougast of the Presidio mine workingsthe Shafter areand in the upper workings of the
Presidio mine (Balfour Holding$nc., 2000).

About 5,000ft northeast of the eastdimit of stoping in the Presidio mineilver values decrease
markedly. About 1,000ft further east, the favorable BasdlRseudobreccia units of the Mina Grande
Formation wereaemovedby preCretaceous erosion or dolomitization (Kastelic, 1983). West of the
Presidio mine, dolomitization has also destroyed much of the favorable host rock for the-tgpafter
mineralization(Kastelic, 1983).
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The mineralied material consists @ massive aggregate of medigmained, vuggy silica stained with
varying amounts of iron and manganese oxidesneralogy is fairly consistent within the districThe
mineralization originally cosisted of sulfide mineralsyhich arenow almost thoroughly oxidized.
Secondaryminerals include iron and manganese oxidesnthite hemimorphite, descloizitembolite,
plumbojarosite, cerargyrite, native silver, cssite, anglesite, and small amouatgovellite, chrysocolla,
and possibly other copper mineraRrimaryminerals include dolomite, calcite, quartz, pyrite, sphalerite,
galena, argentite, chalcopyriteovellite, molybdeniteand tetrahedrite Silver occurs predominately as
oxidized acanthite in fine-grained aggregates of quartz, calcite, and goethite, with lesser dolomite,
hemimorphite, willemite, anglesite, galena, smithsonite, and sphalkatel and perhaps zinc appeared
to be more plentiful relative to silver in the outlying mirgdsthe district than in the Presidio mine
although the outlying mines are scattered and were poorly developed so generalizations aréRbgult
1943).

7.2.1 Structure and Control of Mineralization

The sequencef Late Carboniferougo LateCretaceousedimentary rocks the Shafter mining thtrict
hasbeen folded and foraa broad domeThe doming may érelated to intrusive activignd is pobably
related to the Laramiderageny In the vichity of the Presidio nme, beds dip southeast and south
Permian rocks in the Presidiamae are bounded on the west by aspgent fault, the Mina Grandautflt,
which strikes roughly nortsouthanddrops beds about 270ft to the west (Balfour Holdihgs., 2000)
Bodies of Permian rock are located along tlaiult zone, which has been tracedhatsurface for over a
mile in lengthand cuts sharply across the trend of the Cretaceous r8eke&ral other faults in trerea
parallel the Mina Grandefilt

Extensive alteration and silver mineralization watiomalous leadnd zinc values were observedtie
easttrending Herculano fault systerwhich lieseast of the Mina Grande fayltambeck, 2012).The
underground workings of the old Presidio mine lie south of the Herculano fault, while the northeastward
extension of mineralization found by Gold Fields lies north of the Herculano fault.

Faults and dikes are exceptionally numerous and closely spaced in the immediate vicinity of the Presidio
mine. Mineralized bodies show more closely spaced fractuaasit unaltered limestone nearby. Ross
(1943) notes the following structural features in and near the Presidio mine that appear to determine the
distribution of mineralization:

1 Numerous steep faults, many of which do not have the same strike or dipvas flalts in the

surrounding region;

1 Numerous narrow dikes in contrast to the sills in the region to the west; and

1 Relatively large amount of shattering in the mineralized rock.
The Mina Grande Formation in the vicinity of the Shafter deposit had boidganetic and structural
history that prepared it for hydrothermal mineralization (Head, 2002). Multiple phases of dolomitization
and calcification, karstification during peBermian uplift, and multiple phases of fracturingradreased
permeability conduciveto subsequent mineralization.
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7.2.2 Additional Historical Prospects

There are ther prospects and occurrences of mineralizatvdhin and adjacent té&\urcana $Shafter
property buttheyare well outside the boundaries of the mineral resourceidedan this report Past
production, if any, was small. Most of the following information has lseemmarizedrom Ross (1943)
Rozelle (2001)and Rozelle and Tschabrun (2008)his information is included in the interest of full
disclosure.

Regioral N70°Etrending structuresre associated withbedded zinc deposit and several kighde lead

zinc veins (often with some minor gold values) at the Montezuma, Chinati, B&awher.and Gleim

workings (seeFigure4.2 for locations) Alloft hese wor kings | ie within tt
Shafter property.

The Gleim prospeas locatedabout a mile soutsouthwest of theld Presidio mine, close to the highway
to Presidigon the eastern edge of Sectiom@he soutern part of the Shafter propertiittle is known
about this prospectThe upper Presidio Formation is exposed at the surface, and there isyadgipamm
calcite vein that trends east to N70°Bold Fields drill hole SD 264 encountered seven féeitOnz
Ag/ton, 0.070z Au/ton, 4 percelgad, and 2 percent zinc at 383Bamples containing high gold values
were reportely taken at the east edge of the Gleim prop@Riyzelle and Tschabrun, 2008)

At the Staubemprospect west of the Gleim workings the western part of Section $ilicified and
otherwise altered rock containing silver and lead is associated with calcite veins in Cretaceous strata.
Similar mineralization occurs south of the Pgargspectwhich is locatedh Section 2 Surface eposures

show considerable faulting at the Stauperspect

Kastelic (1983) noted that other small depostriatedwestsouthwest ofthe Shafter depositvere
prospected mostly for their lead and zinc values, with only minor amounts of silverldndrge Pery,

Chinati, and Montezuma prospeet® located 1.5 to two miles west of the Mina Grande fault in an area
that drilling has showrontairs high zincvalues(Kastelic, 1983). Mineralization occued primarily

along steep fracture planes in therryprospectin Section 2. Small masses of galena and its oxidation
products were found in and near the Paroykingsin limestone close to the top of the Cibolo Formation;
some of theock was said to contain as much aspeEscentiead (Ross, 1943)The main mineraliation
occurredalong a fracture zone that trends N50°E and dips steeply northwest. Locally the mineralization
spreachlongbedding at the top of the Permian limestone.

At the Chinati and the Montezunpaospects in Section %est of tle Perry prospectyorkings explored
thrust faults in a zone striking nearly east, Witcture planes dipping north generally-80°, but g to

as much a$5° opposite totie dip of the Permian limestoneThese faults served as channels for
mineralizaton. This is the onlyexample ofmineralization in the district known to l@ssociated with
thrust fauls. Zinc was recovered from oxidized bodies in both min€ke Chinatiand Montezuma
prospectsrein thick-bedded Permian limestone.

Gold Fields dscovered a large zone of beddingntrolledand oxidized zinc mineralization during their
regional drill program. Their northouth drill fence with SD 313, SD 316, and SD 317 sdeted six
feet of 10 percent zinmineralization extending 1,2a0down-dip from the Montezuma workings. Drill
hole SD313, located approximately 2@Gfouth ofthe Montezuma prospect, encountered twefcot
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zones with 14 percent zinc, and the bottom horizon contained2A%ton A 4 percent to 6 percent
zinczonewasalsencount ered i n é&albnd strike iefendes 8,000ftrta the leasthand!
3,000t to the west of the Montezuma workings.
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8.0 DEPOSIT TYPES

The Shafter silver deposit isonsidered an example afpolymetallic replacemerdeposit. Because b
their irregular, but sharp contact with the enclosing carbonate host rocks, deposits of th&/éypeen
categorized as higtemperature, carbonatmsted deposits. Other mining districts with examples of this
deposit type are: Leadville, Coloradonfic, Utah, and Zacatecas, Mexico.

Polymetallic deposits consist of massive lenses and (or) pipes, known as mantos or replacement orebodies,
and veins of iron, lead, zinc, and copper sulfide minerals that are hosted by and replace limestone,
dolomite, orother sedimentary rocks; most massdepositscontains more than 50 percent sulfide
minerals. Sedimertosteddepositscommonlyareintimately associated with igneous intrusions in the
sedimentary rocks. Emplacement of these intrusions triggerieeérd formation and they host
polymetallic veins and disseminations that contain iron, lead, zinc, and copper sulfide minerals. Some
polymetallic replacement deposits are associated with skarn deposits in which host carbonate rocks are
replaced by calsilicatetiron oxide mineral assemblages. Most polymetallic vein and replacement
deposits are zoned such that copgeid mineralizations proximal to intrusions, whereas leaihc-silver
mineralizationis laterally and vertically distal to intrusions.

Thereis little evidence in the Shaftenddrict to indicate the source of the mineralizing solutions. No
evidence of contact metamorphism has been noted, and this may indicate that the mineralizing solutions
had traveled some distance, either horizontally ertically through the stratigraphy.
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9.0 EXPLORATION
Theinformation is the interpretation and conclusions of the qualified person based on the reports cited.

Theexploration datdavebeenreviewed and summarizém Lambeck (201p, Lambecket al.(2013)

and Aurcana news releases (March 5, 2012; June 6,;2802 3, 2013, with additionalinformation
provided by Aurcana The authors have determined that the information provided fairly represents the
exploration conducted by Acana on the Shafter property.

Aur c an adlisg erptomation activities are relatively limited, and consist of geophysical surveys,
geologic mapping, and limited rock and chip sampling.

From acquigion of the property in 2008t 0 1 1, A u rkatahe Sliafter pnogect was focused on
completion ofthe permitting required to commence production and on initiating construction of a mine
and mill.

Aurcana began exploration at ShafteMay 2011 with creation of an updated database that included
Gold Fieldsd exploration data from 1977 -borre 1983
ZTEM andaeramagnetic survey covering 51 square miles in May Z0bhg and Legaul2011) A total

of 748.7 line-kilometers of data wereollected The principal geophysical sensors were-axs Tipper

el ectromagnetic (AZTEMO) s yetwveywasfldwna a noelsvesuton ma ¢
southeast direction, with a fligihe spacing of 200m; tie lines were flown perpendicular to the travers

lines at a spacing of 2,350mMurcana reports thahé survey tested for conductivity responses indicating
sulfide mineralization, resistivity responses indicating silicification, and magnetic responses indicating
potential buried intrusive source rockStrong resistivity responses were detected that mirrored the strike

of the Shafter deposit and correlated with silicification surrounding known mineralized zones. While the
ZTEM magnetic data were of interest from a regional perspective and indicateatzer of broad,
anomalous features, interference from power lines made the data difficult to interpret relative to geologic
features found during drilling.

Field mappingtraverses were completed in the northwestern part of the property (sectiorsd €5)5))
in 2012to investigateareas of dicification and alteration. Alteration was noted in the Mina Grande
Formation, andiliceousveins and iron oxides were noted in outaoplimestone (Lambeck, 2012).

Zonge | nter nat iofducsoh, Arizanayvas confractedrtogcenduct an NSAMiientation
survey over the Shafter deposiith approximately 40 lin&kilometers of survey conducted on 10 lines.
However the study was not completed due to technical reasons (Lambeck, Ra&B&yetation of results

was hampered by interference from power lines and project infrastructheesurvey did indicate an
anomalous zone striking nortouth parallel to the Mina Grande fault, locally known as the Presidio
horst. Structural interpretaticof Landsat data confirmed the presence of a parallel fault structure, but a
hole drilledin 2012to intersect the inferred anomadyd not intersecmineralizd rocksor the fault
structure (Lambeck, 2012).

In 2012, historicalworkings of the Mina Graite open pit were surveyed and chegpled on four levels
to a depth of 8fd to determine the extent of the mineralized arigo in 2012, a geochemical study was
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completed on the intrusive rocks in the Herculano fault system based on 10 samplesta Boggkst
that the Herculano dike is a basaltic andesite.

During 2013, Aurcana undertook field mapping to identify zones of favorable structural and stratigraphic
settings for mineralization, especially in the southwest part of the property (von Eeen2013).
Surface work includetimited rock geochemical sampling of gossanous outcrops and goethitic fracture
fillings. Underground reconnaissance was undertaken to investigate the extent of mine workings and
stopes as well as the structurdamework of this same areand ofthe Presidio mine areaSeleced
intervals ofhistorical Gold Fields drill core wrere-assayed to determine a distiegide geochemical
footprint of the Shafter deposit. Histaldrill core near the Shafter deposit wadagged to reevaluate
controls on mineralization. In addition, an ioGAl8ta analysisvas undertaken using 2012 dlbre

assay data, Gold Fields drdbre reassay data, arfustoricalAg-Au-Pb-Zn data.

During 2017, Aurcana undertook an explorationecdrilling program 1.4 miles to the southwest of the
Shafter mine. Five holes were drilled following up on anomalous gold intercepts in Goldfields drilling of
the 19806s. The program successfully encsaodnt er e
thicknesses as prior drilling. Additional drilling will be necessary to determine the geologic context and
style of mineralization encountered. This drilling is not material and will require further drilling and
geologic investigation.

Due to the spradic and very limited nature of the geochemical sampling, the sampling is not considered
relevant nor areany of the resultsonsideredsignificant,to the current projeand specificallyto the
mineral resource estimate described in Sectibf Therefore, further analyses on sampling methods,
quality, and representativity were not conducted
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10.0 DRILLING

The information provided is the interpretation and conclusions of the qualified person based on the reports
cited. Theauthors have determined that the information provided fairly represents the drilling activities
conducted by Aurcana and previous operators on the Shafter property.

10.1 Summary

The following information has beeaviewed and summarizéam Tietz and MacFadne 2016, which
is still considered current since there has been no further drilling since 2013 on the Shafter property.

The Shafterprojecthasbeendrilled by threecompaniegrom both surfaceandunderground locationis
Amax, Gold Fields, and RGMCA summary of the drilling conducted by the various companies is shown
in Table10.1. Drilling by RGMC both before its acquisition by Aurcana and after the acquisitgon
grouped under RGMC ifable10.1. A total of 1,694 drill holesreincluded in thepresentatabase for

the Shafter projectOf these, 1,606 are diamond core holes, and 88 are RC I&ile=e publication of

the previous technical reports, approximately 800 holes hase deded to the database, including a
considerable number of underground and surface holes drilled by Arable 10.1), as well as holes
drilled by Aurcana (RGMQ@011-2013in Table10.1) and a few additinal Gold Fields holes.

Most of the surface drill holesast of the Presidio mine workingsthe Shafter area of the deposire
drilled by Gold Fieldsand spaced 100 to 3fiGapart,with anaverag@ spacingf approximately 20f.
Underground holesybGold Fieldswithin the same areaere drilled from stations at a variaty angles
along lines spaced S0&part Underground holes by Amanr the eastern portion of thieresidio mine
workingswere drilled from stations at a variety of angles, with@tatspaced 100 to 2fiGapart. Surface

drill holesaround the Presidio mine workinggre drilled byGold Fieldswith some older holes by Amax
and some newer holes by RGKA@Qrcana The surface holes in these blocks are more wigphced,
ranging fromL00 to 400f. Underground holes by Amax were drilled from stations along drifts at a variety
of angles and spaced from 50 to 30&part Drilling in 1998 by RGMC explored shallow mineralization
immediately eastfdhe Mina Grandedult based on mineiiahtion of surface outcrops.

Since its acquisition by Aurcana, RGMC has drilled 65 surface core holes and 90 underground core holes
for a total of 63,087.5ftOf the 65 surface holes, 29 weldled for exploration, totaling 35,977ft. These

holes werdrilled at dips betweemt5° and-70°. The renmaining 36 surfaceoreholes totaling 11,874

were drilled in2012 and were designed by thene geology departmeifdr a nearsuface mine infill
program;dipsranged from65° t0-90 °.

Not included in he resource databasein the total RGMC drilling noted abowee eleven underground

core holes completed by Aurcana in late 2013 after the database was finalized for use in the resource
estimate.Aurcana also complete@/é exploration holes in 2017 thare outside the current resource area

and have no impact on the current resource estimate.

Figure10.1 shows the locatiasof drill holes used for the resource estimate described in SdetiOn
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Table 10.1 Summary of Drilling in the Shafter Project Mineral ResourceDatabase
Core
Surface Underground RC Total
Company Date

# of Footage # of Footage # of Footage # of Footage

holes 9 holes 9 holes 9 holes 9
Amax 1926-1940 56 22,332 992 156,302 1,048 178,634
Gold Fields 1977-1982 314 211,136 89 7,719 403 218,855

1998 88 5,712
RGMC 2011-2013 65 47,851 90 15,236.5 88 5,712 155 63,0875
Total 435 281,319 | 1,171 | 179,257.5 88 5,712 1,694 | 466,288.5
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Figure 10.1 Location of Drill Holes Utilized in the Shafter Resource Estimate
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10.2 Drilling by Previous Operators

The Amax and Gold Fields drilling was by diamond core though thédiraited informationon drilling
contractors drill-rig types and procedures used b@old Fields(Springett, 1984 and RGMC (1998
drilling) and no sch informatiorfor the Amax drilling.

The database contains information on 56 surface core holes and 992 undergroundesaiélleal by
Amax. In the process of reviewing and auditinggbarce information (detailed cressctions and plan
maps) it was realized that a significant number of Amax diidles werenissing from thelatabaseThe

hole locations (to an approxitea510ft collar accuracy), downhole orientations, sample assays, and
general geology ofhtese missing holes were compiled by MDA resulting in the addition589€
underground holes and 56 surface core holes to the database.

The database containsfoermation on 314 surface core holes and 89 underground core holes drilled by
Gold Fields. For their surface drill hole€old Fields usedongyear Drilling Co. as the drill contractor

for their SD1 through SB23 holesandBoyles Brothers fothe remaimg SD- series, SPMD (SM series,

and SPSC seriesholes Boyles Brothers used a truokounted diamond core rig for all of the surface

drilling. Drill logs for the SDB, SPMD (SM}, and SPS€s er i es of Gol d Fi el dsod s
core was NC and Xl size, but data are incomplett.appears that NC holes were downsized to NX and

BX as necessary. A few holes were started with a rotary drill, changing to NX coring.

Drill logs for theSU- series of underground core holes drilled by Gold Fields 81-1982 indicate that
American Mine Services Inc. was the drill contractbioles were drilled from a traekounted rig and
were of BX size (Springett, 1984).

Although the database does not contain results from the percussion holes drilled by Gql&iiglgstt

(1984) reported that they were drilled with a rubtied longhole machine. A short secondary

percussion hole was drilled slightly below the collar of the percussionholegto enable sludge
collection (Gold Field®peratingCo.1 Shafter undatedl The percussion drill prografmas not been
compiled and these sampke® not part of the current database.

RGMC drilled 88 RC holes in October and Novembe
Aurcana. Dateline Drilling, Inc. waké drill contractor, according to the drill logs.

10.3 Drilling by Aurcana Corporation

The following information was taken from Aurcana news releddasch 5, 2012June 1, 201,2April 3,
2013 with additional informationfrom Lambeck (2012) and gwovidedby Aurcana This section
describes drilling by Aurcanhat is shownn Table10.1 as RGMC 2012013 drilling

Aurcana legan drilling at Shafter in November 200&11-401 was thesingle hole drilled in 2011and
concluded ir2013 (Lambeck, 2012) Both surface and underground core drilling was conducted during
this period Of the 65 surface holes, 29 were drilled as part of the exploration progtala 36 were
drilled by themine geology departmembdr mine infill drilling. Boart Langyearand Connors Drilling
werethe drill contractas for thesurfaceholes drilled in2011 and2012 drilling HQ core holeswith
reduction to NQ core as necessamnreedrill rigs were used: one ¥4 and two LF90s, oneof which
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wastruck mownted and one track mounted. The Boart Longyea®QFruckmounted rig was the most
productive rig used, but their 1-¥4 rig was inefficient and unable to cope with the difficult drilling
conditions. Connors used the tradlounted LFO0, which was deemeto slow to move around the
property. Holes from tle explorationprogram were driéd at angles from 45° to 70° in attempt to
identify a vertical feeder system for the mineralization (Lambeck, 2012).

Of the 90 underground core holaghe databaséve were drilled as part of the exploration pragraith

the rest drilled by thenine geology departmenfurcana purchased a Boart Longyear Skid Steer LM 30
core drill in August 2012 for underground drilling that was put into use in-208. Logs of he
underground core holes show that sdm&swere also drilled by Connors Drilling; core size was NQ.
Of 81logs of the underground core holes reviewed by MDRAh@eswere driled by Connors Drilling,
and 57do not have the drilling company identifibdt mayhave beemrilled by Aurcana.

Not included in the resource database or in the total RGMC drilling noted above are eleven underground
core holes completed by Aurcana in late 2013 after the database was finalized for use in the resource
estimate A 2015review ofthese eleven drill holes indicates that their inclusion would not have a material
impact on the resource model or the resource estimate.

All core logging for the 201-2012 surfacedrilling was completedvith handheld Trimble Juno Units
usng Geolnfo Mobile software and imported into a Geolnfo Tools datalhasebeck,2012). Logging
included lithology, formations, recovery, RQD, structures, alteration, mineralogy, intervals of silver
bearing clays and sand called the Jaboncillo intervajgy intervals, and in a few holes, fluorescence
(Lambeck, 2012).

In 2017, Aurcana completed/& surfaceexploration core holes the western portion of the property,
approximately 1.4 miles wesbuthwest of the current mineral resource .afdtar Drilling was the drill
contractor and core size was HQwo holes encountered significant silver and gold mineralization though
true thickness and mineral orientation are not yet knadditional drilling is recommended. These core
holes do not impact theurrent resource estimate and are not included in the current resource database.

10.4 Drill -Hole Collar Surveys

Drill-hole collar locations or hol es dri |l | ed \gereirepartedly (RozAlle,r2@02)n a 6 s
surveyed to determine the collar cooiates.Co |l | ar s f or Aurcanads undergro
Aurcana staff. Coll ars for Aurcanad6s surface ho

10.5 Down-Hole Surveys

Pincock, Allen & Holt 000a;200M, portion of a report included in tlapendix of Balfour Holdings,

Inc., 2000) reported that most of the 891 holes in the database for the Shaftergptbiedime of their

reporthad not been surveyddr downhole deviationsand that forthose holes for which dowinole
surveyswererecr ded on the dril | | o gwas reotintdlipatedd. b1 emat i ¢ de

The current database has no ddvate survey data for any of the Amax or Gold Fields holdswever,
handwritten notes odrill logs for some of the SPbseries holes, most of tf&PMD- holes, andome of
the holesfrom SPSCG217 to SPSE309 indicatethat these holewere downhole surveyedmost likely

Mine Devebpment Associates \\/mda.conusersNeil\shafter_2016_p&a018_PEAShafter_2018_4301_v13_pea.docx
July 29, 2018 Print Date: 9/5/18 2:59 PM



Preliminary Economic Assessment and Updated Technical Re®mafter Projet, Texas, USA
Aurcana Corporation Page65

with a singleshot camera. For most of these holes, the dogka information consists of a single dip
reading at or near the fihdrill depth. No azimuth is providedThese holes were all drilled as vertical

holes and the occasional dip reading indicates only a minor deviation of less than 5 degrees from vertical.
None of these sporadic data has been tabutateatluded in theurrent database

For Aur c a&dladilbng, 2li0ofltiesurfacecoreholes were surveyed down haed these data

was avail abl e .fThe surfdAdles wesmrweyee o the total depth with either a
REFLEX EzShot singleshot cameraroa REFLEX EZTRAC multi-shot camera (Lambeck, 2012). The
explorationholes were surveyed at 20 or 50ft intervals. It was noted that the data for 13e38 to

S-12-462 were inconsistent, and the tool was replaced for subsequent holes; the intosistevere
attributed to the accelerometers in the tool being damaged due to excessive shock, which resulted in poor
constant on the azimuth, resulting in a lack of information on the actual drift in thesdLaotdseck,

2012). Lambeck (2012) reportéuhat it was assumed that the holes were set up at the intended azimuth
and dip. Aurcana notes th&toles S12-417, S12-438, S12-439, S12-440, and S12-459 had significant

errors in their survey data

REFLEX Ezshot datdor 17 of the 20122013 undeground holesvas avai |l abl e for MDA
verification

10.6 Core Recovery

The database contains core recovery data for the Gold Fields and Aurcana core holes.

Average core recoveipr all drill intervalsis 93 percent while average core recovienthe mineralized
intervals assaying greater than 1oz Ag/toi86spercent. The core is generally moderately to highly

fractured within the mineralized horizons.

MDA analyzed the drill data to determine if there was a depad# relationship beteen poor recovery
intervals and decreasimgjver grades. Figure10.2 andFigure 10.3 show thesilver grades (blue vertical

bars) and the number ACount o of i rplotedivtheverticdl | i gh't
axis, while core recovery is plotted along the horizontal akine core recovery data have been separated
into distinctbinsforeachOper cent i ncreasediwnwaleeovertyhe Bortihe

all data pints which have core recovery values between 70&ngercent. Figure 10.2 includesall

sample intervals whil€igure10.3 has onlythose mineralized intervals assayih§ozAg/ton or greater.

The highdaa count in the A1000 recovery bin reflects
exactly 100 percent.
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Figure 10.2 Core Recovery versus Silver Gradé All Sample Intervals

Shafter Core Recovery vs Ag Grade
all data
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For allsample dataRigure10.2), there is a distinct increase in silver grade with decreasing core recovery.
This correlates with the observation from core and underground that the mineralized rock is fractured and
susceptible to poor regery as compared to the unmineralized limestone wallrock. When the data is
filtered to only show those sample intervals assaying 1.00z Ag/ton or greigtere(10.3), the inverse

grade relationship with core recovery is no langgparentThe data suggests that within the mineralized
horizon there is not a selective grade loss with decreasing core recovery.

Figure 10.3 Core Recovery versus Silver Gradé Sample >1.00z Ag/ton
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10.7 Summary Statement

MDA believes that the drilampling procedures provided samples that are representative and of sufficient
quality for use in the resource estimations discussed in Séeifn

The current database does mmlude the Gold Fields underground percussion drilling noted in Section
10.2 These data, if available, should be added to the project database.

There is some uncertainty associated with the Amax drilling due to the flackoomation on drill
procedures, drill type, and core recoveagd this uncertainty is reflected in the resource classification
noted in Sectionl4.0 Confidence in the Amax drilling is provided by spatial and sample sesult
comparisons with the more recent verified underground and surface drilling conducted by Gold Fields and
Aurcana.

The 2017 exploration drilling program is outside of the Shafter project resource model framework and is
presently not material to the resoearestimateAdditional drilling is recommended to followp on the
positive 2017 results.

MDA is unaware of anyther drilling, sampling or recovery factors that materially impact the mineral
resources discussed in SectighQ
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11.0 SAMPLE PREPARATION , ANALYSIS, AND SECURITY

The following information has beerviewed and summarizédm Gold Fields Operating Cd.Shafter
(undated),Kastelic (1983),Springett (1984),Rozelle (2001) and Lambeck (2012)with updated
information provided by AurcanaTheinterpretations and conclusmstated are those of tiggP.

11.1 Sampling Procedures

Sampling at the Shafter project has occurred over a considerable timegperiwds conductddy various
companies Mostof the samples that we taken prior to the work of Gold Fieldame from chip samples
in the ribs and back of the underground openaigag with underground core drilling by Amax

MDA has seen no information on sampling procedures used by Aflag.core sampling data ineth
current databasalong withthe original assay tables shown on the project esessons, indicate that
Amax selectively sampled and assayed only those intervals with visual indications of mineralization.
Many of the core holes have just a few induatl samples with most of the hole lengvingno assay

data.

AlthoughGo | d Famplingliscludeaorg chip, channeland undergraod bulk samples, only the
coresample datavereused inthis resource estimateSpringett (1984) described the relatimerits of
different sampling methods that were examined during their underground test program: underground core
drilling, sampling the cuttings from percussion holes, or developing raises and either bulk sampling or
channel sampling the raisé compaison of results from percussion drilling, bulk sampling, and core
drilling indicated that the core results may be biased low, possibly due to washing egitauigHriable
material during drilling (Springett, 1984).

Gold Fields sampled core lenghsvarying from 1ft to 5ft; itvas generally sampled in 2ft to 3ft intervals

in weakly mineralized areaswhile 1ft samples were taken in strongly mineralized zones in order to
minimize dilution (Kastelic, 1983)Although the protocols for sampling indicdtsludge from the core
drilling would be collected and assayed due to the fineness of the silver particles (Gold Fields Operating
Co.1 Shafter, undated)|igdge was not collected from the core hdfegringett, 1984)Core from surface

holes was generglINX or NC, but core from the underground holes was BX sizee core was logged
geologically by the geologistVisibly mineralized sections of core were selected eutdn half with a
diamond savin order to preserve loose fine material that contaiasynof the silver valuesStandard 2ft
intercepts were generally prepared for assay, but 1ft intercepts were utilized on certain sections (Springett,
1984). One half of the sawn coxeas placed in bags and shipped to the assay lab for sample preparation
and assaying.

For theirundergroundpercussion has, which arenot represented in the project database used for this
report, Gold Fields collected the cuttings in eithegalon buckets for horizontal holes or in-gallon
garbage cans for inclined heleThe excess water was carefully decanted, and the cuttings were stored in
10-inch by 16inch plastic bags tied with a tagged waed labeled with the hole number and footage
increment. Cuttings were collected over 4ft incremeatsespondingo the dill -steel lengths.

ForGo |l d HRmndergrausddulkirift samplingwhose results ameot included in the database used for
the current resource estimagach blasted round was mucked with a scoop tram and taken to the surface
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for separate treatmetiirough a bulksampling plant. A guide to sampling procedures used by Gold Fields
provided further details on this sampling method (Gold Fields Operating $lmafter, undated).

Other than the drilling progranaaied out by RGMC in the latt990sand Au cana6s rdheent dr
majority of thesamples in the drihole databasa&verecollected prior to 1982. Although there is limited
information available on the sampling methodology employed by the previous mining companies that can
bereviewed or vdfied, Amax and Gold Fields wexeell respected mining companieghwva long history

of operationaéxperience. The results obtained by each company geregedlyd withresults from others

who explored in the district, as well agth datafrom the hisbrical mining records.

RGMCO6 s sfranmtpeir £9981999 drillingwerereported to bstardard 5f-long chip samples from

RC drilling and were split using a cyclorsplitter (Rozelle and Tschabry2008) However, Aurcana
noted that ecording to the dif logs, samples were collected mainly inf2.iBcrements (occasionallyits
increments) where visual indications of mineralization and/or favorable lithology were noted by the rig
geologist. The assay database indicates most of the samples were tak&ft amtervals.

For Aur c &0laegpboratbofsdrfacedrilling program, drilicore assay intervals were determined
based on t Visaal exanmationgithe tofeismineralization, which wathen confirmed with

a handheld Deltax-ray flu o r e s cX&RRoc)mstrumént intervalswith silver greater than 20ppiy

XRF and anomalous lead and zinc weetectedfor assay. A minimum of two XRF readings were
obtainedon each box of coréSample intervals were normallyt for initial orientation purposes and later

were 2ft intervals, with a barren sample selected above and below the mineralized zone to limit the
mineralized zone. Core waawn and one half was placedarpolyethylene sample bags along with a
sample tag and secured with a-lopk tie.

ForAurcanads wunder gr ocoanmthtlesdr f atenglr prbgngmby Aurc
department,sample intervals were generally 2ftCore wassawn and one half was placedtan
polyethylene sample bags along with a sample tag amndeskwith a ziplock tie.

For Aurcanaods 2017 expl or-adreiassayintevalsiveredetermiined based n g
on the geologistbdés visual examination of the cor
intervals, with abarren sample selected above and below the mineralized zone to limit the mineralized
zone. Core was sawn, and one half was placed into polyethylene sample bags along with a sample tag
and secured with a zjpck tie. Bags were sealed in five gallon butkevith tamper resistant tape and

driven by company employees to Alpine, Texas where they were shipped to ALS Global in Tucson,
Arizonavia UPS.

11.2 Sample Preparation Analysis, and Security
11.2.1 Sampling by Previous Operators

Very little documentation existegarding the sample preparation or security procedures used by former
operatorof the property Gold Fields analyzed all mineralized core samples by fire assay for gold and
silver; lead and zinc analyses were done by titration at first and later by aosoirption (Kastelic, 1983).
Gold FieldsusedUnion AssayOffice in Salt Lake City, Utalor sanple preparation and assayiafall

core samples until mid981 (Kastelic, 1983)Check samples were assayed by Skyline Labs(ihoov
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Skyline Assayers&ba b or at or i eirsWheafiRBdgey Colonado.0From 1981 until the end of Gold
Fielddwo r k , core samples were analyzed by various |
Coloradq the Gold Fields Operating Cd. Shafterlab at the projectand Skyline. Soil and stream

sediment samples were screened to minus 80 mesh at Shafter and sent to Skyline in Tucson, Arizona, for
analysis. Silver and gold grades were determined by standard fire assaying techn&nesUnion

Assay is no longer in biress, details of tliesample preparatioorocedures aneot available for review.

RGMC usedActlabsSkyline in Tucson, Arizona, as the assay laboratorytheir 19981999 drilling
progam based on copies of as Sangeamaysidorigddiamdailvesvas i n Au
performedusing standarne assayon, fire-assay techniques with a gravimetric finish.

11.2.2 Sampling by Aurcana Corporation

The following information was taken fromambeck (2012)Aurcana news releases (March 5, 204gril
3, 2013, and information provided by Aurcana

For their 2011201 2explorationdrilling programA u r ¢ a n adresanglesveledried andcrushedo

minus 10 mesh. A 250g subsample was pulverized fefnipassing 150 medlsing aring and pek

pulverizer. Samplegaken inearly2012were analyzed by Pinnacle Analytical Laboratofie8 Pi nnac | e 0
in Lovelock, Nevaddholes $12-401, S12-407, S12-408, S12-409, and S-12-410 with S12-412 not

sampled) Duplicate samples on returned pulpsdelected samples with higand lowgrade silvemwere

sent toAmericanAssayLabs( i Ame r i ¢ dmSpakks, dlevad&)) check assayingPinnacle closed

in 2012. Samples fom surfaceholes $12-417 to S12-467 (which included both exploration and rein

geology department surface holes)d from underground hole201200602, 201200603, 201200604,
201200609, and 20120070&re sent to American Assay for analysiSampés were delivered to the
laboravbries by courier.

At Pinnacle all samplesvere assayfor silver and goldby fire assay with gravimetric finish on a 30g
sample.Samples from 82-401 wereassayedvith fire assayor silver and gold and for 3gtherelements

using ICROES analysiswith two-acid total digestion. Holes-8-407 through S12-410 were only
assayed for silver and gold~or the holes analyzed by American Asgaylti-element analysis for 72
elements including gold was performed, consisting of&eid digestion and analysis by ICFES. For

hole S12-417, fouracid total digetson and analysis by IGRES was usedSamples with ifver values
greater than 2.9bz/ton were analyzed by fire assay with a gravimetric finish on a 30g charge. Pulps and
rejects were returned to Aurcabw courier

Pinnacle was accredited by the Im&tional Accreditation Service and complied with ANS/ISOIEC
Standard 17025:200%ccording to a copy of their accreditation certificaemerican Assay is 1SO
170252005accreditedaccording to their website

For their 20122013 underground drill progma mostofAur canaés dr i | | atthenrpl es w
onsite laboratory According to Aurcana,anples were crushed, pulvexzand screenedhensubjeced

to multi-acid digestion.Silver was analyzed by atomicsadrption spectrophotometriiAA0). Samples

with greaterthan 2.91@z Ag/ton were reassayed usinfire assay for gold and silveMDA has not

verified these procedures with Aurcana.
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Anal ytical anal ysis of the 2017 exploration samg
were preped using protocols CRB1, PUL-31 and SPi21 at ALSG6s Tucson, AZ
samples were shipped to ALS6s Vancouver facilit?

element analysis using MES41 and gold analysis using AAA24. Silver, zirc or lead results which
exceeded the upper limit of MES41 were then analyzed by AYG46, ZrOG46, or PbOG46,
respectively.

11.3 Quality Assuranceand Quality Control

This discussion ofjuality assurance/quality contfol@A/QCO jocuses only on the driliole assay table

used by MDA for the estimation of the HKdloacatt er r e:
data, which for practical purposes means data generated prior to the RGMC drilling programs of 2012 and
2013.Thereis noformal daumentation of any QA/QC programs that may have been in effect from time

to time prior to RGMC6s acquisition of the proje
at the Aurcana mine office, MDA did find some files whose labels indicated that y cont ai ned
check assaysand which proved to contain copies of assay certificates or records from at least three labs.
Aurcana personnel scanned the paper files to dig
the site. SubsequéntMDA reviewed the scanned records and was able to compile two sets of
comparisons between labs. These are describ@dation11.3.1.1andSection11.3.1.2 which follow.

The RGMC 2012 and 201assay data fall into two groupthose generated by the mine geology
department and those generated by the exploration departhoerst i | | i ng per formed by
geology departmenh 20122013, QA/QC consisted of standards, pulp duplicateyassa fAcoar se bl
material, and check assaying. Three standards were prepared by MEG of Reno, Nevada. In addition, the
mine lab used standards for internal quality control. Coarse blank material came from a quarry in
Cretaceous rock that could potetiyidoe weakly mineralized. Original assays were performed bgrithe

sitemine lab, and coarse crush material was sent to Pinnacle for check assaying.s Ah&y8QC data

from Aurcanads mi isdiscussedih Segtigil.32e par t ment

For A u sucfacaeexloration drilling in 2011 to 2012, pulp and field duplicates, control standards,

and blanks werased for QA/QC. Standards and blanks vireserted into the sample batches by Aurcana

staffat a minimum frequencyf one QA/QC sample, alternating, for every 10 samfilembeck, 2012;

Aurcana news release, March 5, 2012; April 3,2@iformation provided by Aurcanalield duplicates

consisted of quartezore. Duplicate samples of returned pulps from selectgtt-tand lowgrade silver

assay§ rom Pinnacle were sent to American Assay for
from Aurcanads expl or at 11313 Standards@andiblanksdvers mouirsdste d 1 n
by Aurcana into the sample stream fonderground exploration holes 201200602, 201200603,
201200604, 2012609, and 201200705.

11.3.1 Historical QA/QC Data
11.3.1.1 Skyline vs. Union Silver Checks
MDA was able to match 495 sample numbers of assays done by Skylin8Gradd 1981 to sample

numbers in the Shafter database. The original analyses were done by Union Assay Labs, and Skyline
received pulps for the purpose of check assays.
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MDA compared the silver grades in the 495 sample pairs. Twelve assay pairs wetequuye extreme
differences that skewed the comparison and obscured the underlying relationship between the Skyline
checks and the original assays. MDA evaluated the remaining 483 pairs and obtained the results illustrated
in Figure11.1 andFigurel1l1.2.

Figure 11.1 Skyline Silver Checks vs. Original
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Figure 11.2 Silver Relative Percent Diference- Skyline Check vs. Original
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In Figurel1.2 and similar charts the relative percent difference is calculated as:

p TUGE -

Figurell.1l andFigurell.2 suggest that, with some exceptions, the correspondence between the Skyline
checks and the original Union Assay data is quite good, particulargiiver grades above abio. 10z

Ag/ ton. It should be noted, however, that the pa
in means and medians at the@scentconfidence level, suggesting that significant differences do exist.
Nevertheless, MDA concluddhat the Skyline silver check assays substantially support the silver assays

in the Shafter database.

11.3.1.2 Gold Fields vs. Skyline Silver Checks

MDA was able to identify 93 pulp check samples don&at| d F i-®té rdisedabooatoryand
compare the sikr values to the silver values in the Shafter assay table. The assays in the assay table
appear to have been done by Skyline.

MDA eliminated one pair of silver assays having an extreme difference from the comparison, leaving 92
assay pairsFigure11.3 andFigurell1.4 illustrate the comparison.

Figure 11.3 Gold Fields Silver Checks vs. Original
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Figure 114 Silver Relative Percent Difference Gold Fields Check vs. Original
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In Figurell1.4 and similar charts the relative percent difference is calculated as:

p TI G -

Figure 11.3 andFigure 11.4 suggest that, with some exceptions, the correspondence betwegaldhe
Fieldschecks and the original Skyline data is quite good, particularlyilicer grades above about 6z1

Ag/ ton. It should be noted, however, that the pa
in means and medians at ®&percentconfidence level, suggesting that significant differences do exist.
Nevertheless, MDA concludes that tB®ld Fieldssilver check assays substantially support the silver

assays in the Shafter database.

11.3.2 Aurcana/RGMC Mine Geology QA/QC Data
11.3.2.1 Standards

R G M C inise geology department at Shafter used three distinct standards during th@ @03 Arilling
campaign. All three were prepared by MEG of Reno, Nevada. of the standardMEG-Au.09.03 and
MEG-Ag-2,weref r om ME GO s r e ghe thiadr Shaftely veas dusiorrmgade using material
from Shafter. MDA has specifications provided by MEG for these standards.

In the notes provided with the specifications, MEG stated that the specifications for -Bhafeer
preliminary and shouldedo modi fi ed as results from Shafterés
accompanying charts, for the three MEG standards
and statistics generated from the Shafter lab data. The failure coliatdeil.1 weredetermined using

MEGG6s statistics.
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The laboratory batch files that MDA obtained from RGMC also coathiesults for samples designated
icontdor awlh i stamdandeusesl by tloe-site mine lab for inernal quality control. It appears that

two distinct Acontrol o6 samples were used during
these as ACont r ol TakledllaMBA dief€ mnhavwsmetificaloms for these two

control samples, so MDA calculated a set of statistics from the results themselves.

The mine geology department provided MDA with compilations of the results of the standards inserted
by that department. MDA builts ownconpi | ati on of the mine | abds <co
laboratory batch files.

The results obtained for the standards are summarizédhlle 11.1 and shown graphically for each

standard irFigure11.5 throughFigure119,i ncl usi v e. T h e TéabkHLLihclud@anynt s o |
anal yses falling out si deviatibns,aising the specificationa provieled By 3 s |
MEG for the three MEG standardsed statistics calculated from the compiled analyses for the two control
samples.

Table 11.1 Specifications and Results for Stndards

) . Fail Counts
Standard Insertions | Start Date | End Date | Best Value | Average | Bias Pct -
High | Low
Standards Inserted by Mine Geology Department
MEG-Au.09.03 47 10-May-12 | 19-Jan-13 0.5 0.501 +0.2 7 12
MEG-Shafter-A 81 2-May-12 | 1-Apr-13 4.73 4.487 -5.1 1 6
MEG-Ag-2 42 20-May-12 | 19-Jan-13 8.54 7.86 -8 0 2
Standards Inserted by Lab
Control 1 205 10-May-12 | 8-Dec-12 ?? 1.744 n/a 2 0
Control 2 65 19-Nov-12 | 6-Apr-13 ?7? 3.538 n/a 0 2
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Figure 11.5 Control Chart, Silver in Standard MEG -Au.09.03

Control Chart, Silver in Standard ME&2.09.03
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Except for one unexplained high outlier, the results for M&(09.03 Figure11.5) exhibit a period of
generally low bias from Mathrough to the end of Septem#)12. In the first two weeks of October

2012 a distinct high bias is present, after which an overall low bias resumes. At the relatively low grade
of this standard, the high failure count and the magnitudes of all but one of the failures themselves
engendeno concern with respect to the silver grades in the resource estimate. The one unusually high
outlier is puzzling; it may be due to an analytical failure or to some other cause such as a sample mix
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Figure 11.6 Control Chart, Silver in Standard MEG -Shafter-A
Control Chart, Silver in Standard MEG-Shafter A
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The results forstandard MEG-ShafterA (Figure 11.6) show a generally low bias relative to the
preliminary results obtained by MEG from three labs useMBG for its roundrobin tests. Though not
conclusive, this suggests the possibility thatdheite mine lab may produce slightly low silver results
in this grade range.
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Figure 11.7 Control Chart, Silver in Standard MEG-Ag-2

Control Chart, Silver in Standard ME&g-2
11.00
10.00 -
9.00 +
S 8.00 -
5]
=
@ 7.00 4 /l \ /
6.00 -
excluded from stats
5.00 - o=
blue linesrepresent this data seted lines represent manufacturer's spec
4.00 r r T . :
1-May-12 20-Jun-12 9-Aug-12 Date 28-Sep-12 17-Nov-12 6-Jan-13
Expected Ag opt  ---- Upper Warn ---- Lower Warn = UCL
e |_CL —e— Silver_opt Mean ---- Mean + 2SD
---- Mean - 2SD Mean + 3SD Mean - 3SD

The silver results for ME&\g-2 (Figurell.7) are all biased slightly low relative to the statistics reported
by MEG.

Figure 11.8 Silver in Control 1

Control Chart, Silver in Control 1
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Predictably, the analyses of Contro{Figure11.8) conform reasonably well to statistical control limits
derived from those same analyses. It is evident that at about the beginning of October 2012 some change
took pl ace that resulted in greater s csadefaresd of

Figure 11.9 Silver in Control 2

Control Chart, Silver in Control 2
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The results for Control 2, illustrated iigure 11.9, reveal two lowside failures but are otherwise
unremarkable.

11.3.2.2 Pulp Duplicate Samples

Pulp duplicate assays are analyses of splits from the original pulps, done by the RGMC lab during the
same analytical runs as the originabays. MDA compiled the pulp duplicate data from individual Excel
batch files provided by RGMC. Note that a number of cases exist in which the mine geology department
requested that analytical batches beurg resulting in reanalyses for every sangpin the batch. For the
purpose of this discussion, suckamalyses, done in a separate analytical run at a different time on batches
whose results were already deemed suspect, are not considered to be part of the pulp duplicate data set.

MDA identified 178 pulp duplicate pairs derived from 160 batch files provided by RGMC. Nsinety
batch files do not contain any duplicate analyses.

Four of the duplicate pairs are statistical outliers exhibiting extreme differences in the silver values.
Possible cases for this includebut are not limited tonatural heterogeneity in the sample material,
problems during sample preparation, analytical errors, or samplepaix To get a sense of underlying
quality of the duplicate data, MDA eliminated the four @urdifrom its statistical evaluations.

Mine Devebpment Associates \\/mda.conusersNeil\shafter_2016_p&a018_PEAShafter_2018_4301_v13_pea.docx
July 29, 2018 Print Date: 9/5/18 2:59 PM



Aurcana Corporation

Preliminary Economic Assessment and Updated Technical Re®mafter Projet, Texas, USA

Page80

MDA evaluated the remaining 174 pairs using a scatterpligufe 11.10), relative difference charts

(Figure11.11), and statisticatests including a paired-test, Wilcoxon signed rank test, and a Pearson
correlation coefficient. All tests suggest that there is no meaningful difference between the results for the

original and the duplicate.

Figure 11.10 RGMC Silver Pulp Duplicate Scatterplot
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Figure 11.11 RGMC Pulp Duplicates - Relative Percent Difference
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In Figure11.11 and similar charts the relative pent difference is calculated as:
p T GF

h
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11.3.2.3 Coarse Blank

The QA/QC datainclud®d®a nal yses of mat er i a] andyedduringbhe geriods A c o
July 10, 2012 through January 16, 2013. RGMC advises Nhiafthe material used for the coarse blank

is from a quarry in Cretaceous rock and that it could potentially be weakly minerdfigene11.12is a

time-series chart of the silver analyses of the coarse blank material. G&v/podgsibility that the material

is naturally weakly mineralized, MDA can draw no important conclusions from these data, other than to
conclude that there is not evidence for contamination of a severity likely to have a material effect on the
resource esmate.

Figure 11.12 Silver Grades in Coarse Blank

Silver Grades for Coarse Blank (N = 19)
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Figure 12.12 was modified by MDA from a chart prepared by RGMC.
11.3.2.4 Checks at External Lab

RGMC provided MDA with a file containing a comparison of silvegilgses of 43 samples from the 2012
drilling program. The samples were originally analyzed bythsite nine lab, and then coarse craesh
rejectmaterial was sent to Pinnacle for comparative analyses. The use ofrepanteeaterial for external
checkanalyses means that rather than producing a comparison of just analytical results, the outcomes of
the entire processes of splitting, pulveriziagd analyzing are being compared.

The results of MDAG6s eval uat i oiginaledre illustraged Blyiguren ac | e
11.13andFigurell.14. The Pinnacle silver analyses are on average significantly higher than the Shafter
analyses. The magnitude of téferences is best illustrated by the relative difference chdftgare
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11.14. MDA cautions that this comparison provides no infation as to which lab is closero

t he

Atru

silver concentration, and it momplicated by the fact that Pinnacle was given coarse crush material to
work with, introducing many variables into the comparison. The comparison does indicate that relative
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Figure 11.13 Silver in Pinnacle Check vs. Shafter Original
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Figure 11.14 Silver Relative Percent Difference Pinnacle Check vs. Shafter Original
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11.3.3 Exploration Geology QA/QC Data
11.3.3.1 Standards

The QA/ QC data set provi ded b y55analyses afraad@msner@ak pl or .
standard, CDNME-8, t wo anal yses of -la andtwa andyses df one dentified f i e d
as f.Md&Eheanalyses of AL and MEG were done by Pinnacle, as were six of the analyses of CDN

ME-8. The remaining9 analyses of CDNME-8 were done by American Assay.

Of the three standards, only CEME-8 was analyzed enough times to be useful for monitoring tHigyqua

of routine silver assays. h€ sixanalyses of CDNME-8 done by Pinnacle show erratic silver values.

MDA suspects that the erratic values are due to sampleipsixather than analytical errors, but in any

case MDA concludes that the data from Pimf@are not useful. This leaves #@ analyses done by
American Assay as useful monitoring dat a. MDAOG s
in Figure11.15. No failures or other problemseaevident.

Figure 11.15 Control Chart, Silver in Standard CDN-ME -8
Control Chart, Silver in Standard CEN\E-8
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Note: The horizontal axis iRigure11.15represents an approximate time sequence.
11.3.3.2 Pulp Duplicates
11.3.3.2.1Pulp Duplicates Fire Assay Gravimetric
Twentypulpduplicates are included in the QA/QC data set for the exploration drill holé®.nstances,

both the original analysis and the duplicate analysis were done using a fire assay preparatgon with
gravimetric finish. MDA reviewed thesk) duplicate pairs using scatterplots, relative difference gharts
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and statistical tests includingt&€sts and Pearson Correlations and found no issues of consequence. The
comparison is illustrated by the scapiet in Figure11.16.

Figure 11.16 Exploration Silver Pulp Duplicates, FA-Gravimetric
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11.3.3.2.2Pulp Duplicates ICPESMS

In nine instances, both the original and the duplicate pulp analgstsdone using an ICPB%S method.

In all but one casa two-acid digestion was used for both the original and duplicate analyses. In one of
the nine cases, the original analysis was done using-aétidigestion, but the duplicate was again done
using a tweacid digestion. As with other duplicate pairs, MDA reviewed these nine duplicate pairs using
scatterplots, relative difference charémd statistical tests including-tésts and Pearson Correlations.
MDA found no issues of consequence. Theparison is illustrated by the scatterplofFigure11.17.

Two sample pairs, readily identifiable Figure 11.17, cause the average value of the duplicates to be
biasedhigh relative to the original samples. If those two sample pairs are removed from consideration,
the bias effectively disappears.
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Figure 11.17 Exploration Silver Pulp Duplicates, ICPESMS
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For one insince of a pulp duplicate, the initial analysis was done using IGFPE®ith a twoeacid
digestion, but the duplicate was done using fire assay with a gravimetrit filfseese analyses yielded
2.570z Ag/ton and 3dx Ag/ton, respectively. No general camibn can be drawn based on this one
comparison of the two analytical methods.

11.3.3.3 Field Duplicates

The exploration department s QA/ QC data include
duplicates OThe results appear ifiable11.2. Three duplicate pairs are too few to draw any general

conclusions, but MDA notes nothing unusual in the results.

Table 11.2 Silver in Exploration Field Duplicates

Original Duplicate Original Duplicate Original Ag Duplicate Ag

Sample Sample Batch Batch (oz/ton) (oz/ton)
2012441014 2012441015 SP0102194 SP0102194 1.321 1.727
2012441020 2012441021 SP0102194 SP0102194 2.505 1.718
2012441025 2012441026 SP0102194 SP0102194 1.035 1.245
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11.3.3.4 Blanks

The QA/ QC data set provided b ys5shAverracalysesad matedak pl or ¢
described in theo ldralteck(2Gl3 says the blafkkniateralnnasnmineralized
Cretaceousock fromcore.

11.3.3.4.1Blanks Analyzed at Pinnacle Analytical Laboratories

Seven of thé5 silver analyses of blanks were done at Pinnacle, using a fire assay gravimetric method.
Six of the severanalyses returned less thandxJAg/ton. The otheanalysis returned 0.52 Ag/ton.
MDA hasno explanation for this aberration. It could affect hol&23107.

11.3.3.4.2Blanks Analyzed at American Assay Labratories

Forty-eight of thes5 silver analyses of blanks were done at American Assay. MDA was able to4iiatch

of those to samples that numerigafireceded them in the sample sequence. MDA found that in 22
instances, the samples numerically preceding blanks in the same batches were themselves blanks. In one
rather extreme example, batch SP0101800 contained five blanks in numerical sequen0&24387a51

through 2012437055.

Figure 11.18 is a scatterplot showing the silver analyses obtained fodTHdanks referenced to the
vertical axis, plotted against the silver in the numerically preceding sanfpieneed to the horizontal

axis. The intent of this type of plot is to gain a visual impression as to whether the analysis obtained for
a blank is influenced by the grade of the preceding samplEiglme11.18, there is a visual impression

that blanks numerically following highgrade samples tend to have higher grades reported than blanks
that follow lowergrade samples. A Spearman rank correlation test supports this possibility, yielding a
correlation coefttient of 0.44, found to be significant at the@3centconfidence level.

While the blanks show plausible evidence of d@wel betweersample contamination somewhere in the
processing of samples, the magnitude of such contamination does not ajfj@esevere enough to have
a material effect on the outcome of a resource estimate.
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Figure 11.18 Silver in Exploration Blanks vs. Preceding Sample
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11.4 Security

MDA has no information on sample securityubey oper at ors prior to Aurcan
2012012 drilling, Aurcanad6s samples were sent to
pulps and rejects returned by courlrill core is stored within secure facilities within tthee gated mine

property.

11.5 Summary

MDA is of the opinion that the sampling methods, security, analytical procedmeQAQC procedures
and results indicate that the dateaadequate for mineral resource estimatfmncipal findings from the
data veification are:

1 There is limited information available on the sampling methodology employed by Amax and Gold
Fields. These were well respected mining companies with a long history of operational experience
and the results obtained by each company gegexgieed with the RGMC results.

1 There is no QA/QC data on the Amax drilling which is reflected in the Mineral Resource
classification.

1 The limited Gold Fields QA/QC data indicate that these assay data are sufficiently accurate for
use in Mineral Resourasstimation.
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1 There is limited evidence from standard and second lab check analyses that the RGMC lab shows
alow bias in the silver grades. MDA does not believe this bias has a nefteaabn the resource
estimate

The authors are not aware ofyathersampling or assaying factors that may materially impact the mineral
resources discussed in SectighO
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12.0 DATA VERIFICATION

The following section islerived fromTietz and MacFarlan€016 whichis still current asio new data
has been added to the databd$e data verification procedures described herein as being completed by
MDA were devised, implemented and directly supervised by Paul Tietz.

Data verification, as defined in NI 4101, is the process of confiting that data has been generated with
proper procedures, has been accurately transcribed from the original source and is suitable td'he used.
drilling, sampling and assaprocedures used to generate 8tefter drill datawhich are described in
Sedions10.0and11.Q were reviewed and are considered to be proper and appropriate with no material
concerns. The transcription of the data into the current digital database was vhrifiegh adetailed

audit of the historical and Aurcana assawlcollar dill data The audit included a verification obaut

40 percent of therojectassay data Drill hole geology was verified using geologic cresstions and

maps along with a visual insgemn of select core interval¥he use of handrawn crosssections and

maps was a limitation on verifying the Amax drill data while there was a failure to audit some of the Gold
Fields drill data due to a lack of source materfalirther details on theath audit procedures and results

are in Sectiori2.1

Additional wnfirmationon t he dr i | | fordusetaatibesanalgsasiof thebGold Fi¢ldg and
Aurcana QA/QQprocedures and results as described in Setich No material issues were noted in
the QA/QC data which would cause concern with the use of the data.

12.1 Database Audit

In April of 2013, Peter Ronningan MDA associate workingnder the directiomnd supervisiomf the

QP, visited the Shafter site for 4 ¥2 days and worked in the +siteetechnical office. A principal task
during that week was to search throdgifile cabinets and a dozen cardboard boxes that contain many
of thehistoricalrecords of the Shafter opamat, looking for original sources of data to compare with the
current digital database.

12.1.1 Assay Table

The primary focus of MDAGO6s database audit was th
of this work the audit of thenistoricalassays wthi reference to paper sources, and the audit of the assays
produced by the drilling done by RGMC in the period 2011 to 2013 with reference to digital sources.

12.1.1.1 Historical Assays

Large numbers dfistoricalassay certificates and related records existittiphe files at several locations

within the file cabinets and boxes at thmessite office. MDA requested that RGMC scan these records

to PDF files, a task that RGMC was able to complete during the week that MDA was at the site. There is
considerableepetition of the same documents among different file folders, cajanetdoxes, but MDA

asked to have everything that seemed reles@arinedind sorted out duplications and redundancies after
the site visit.

In the assay certificates, it is usualtlough not alwayspossible to ascertain from which drill hole
samples originated. Howevet is not common for the certificates to contain any information about
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sample intervals As sources for sample intervals, MDA resorted to hartten drill-hole summary

records, in which assays had been entered and matched to the sample intervals by the original workers.
MDA used the combination of assay certificates and summary records to match assays to drill holes and
intervals in the digital assay table. dnsmall number of caseso summary records existed, so while

MDA was able to verify that the assays for a hole in the database match the assays on a certificate, MDA
was not able to verify that the assays were assigned to the correct intervals.

Roughly athird of thehistoricalassay records, and almost@)centof thehistoricalrecords that MDA

checked, have hole identifiers that consist only
t o the @ nuni@ableilzld Mostef ndt al,sof these holes were drilled féimax. All of the
assay records in the 0nAnmareeAssayccertificates, or edeedveen leandd r i | |

written summaries of assays, are not available for these holes. Hothewvarill holes appear on a series

of undated crossections with basic geological interpretations, and esx$s sectiohas in one corner a

table setting out the assays for those holes that appear on the skttieviewing these crossections,

it was discovered that there were a significant number of AMAX drill holes that were on theartisas

but not in the RGMC databaseAs described in Sectiofi2.1.3 these drill holes were added the
databasgegetting locéions from the cross sections and related plan views, and getting the assays from the
tables on the crossections.Subsequently, different persons associated with MDA decideked about

68 percentof the assay table records that MDA had entered, &saiied inTable12.1.

One complicating factor that MDA encountered is thathik#oricaldrill-hole identifiers (names) used in

the original typed assay certificates, hamitten logs and hanewritten summaries are very communl

not the same as the hole identifiers in the digital assay table, but are altered and usually shortened versions
(see for exampl@able12.3). It is likely that the digital assay table was first compiled at & tivhen

computer memory and data storage capacity were very limited. It was common for software to impose
limits on the sizes of data fields to conserve computing resources, and this is probably why many of the
original Shafter hole identifiers were shoréel. In most casgthe shortened identifiers are recognizably
similar to the original long ones, but in a few cases, particularly those of underground drill holes, the
identifiers in the database are quite unlike those in the original records. Thiedeecaiatched to original

ones only by matching the locations and orientations.

In general MDA found that the data entry in tHastorical database was very accuratéable 12.1
summarizes the results of the checks.

Note tha for four of the drilthole series listed iffable12.1, MDA did not have original sources to use
for checking the assays. This does not necessarily mean that original sources do not exist, only that they
did notcometohanddui ng MDAOGs record3search in April of 2«
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Notes: Different treatments of data at the lower detection limits are not counted as differences for the
purpose of this compilation.

For the purpose of this tabulation, "records” areunited only if they have a silver assay. Some
records for intervals without silver assays exist in the assay table but are not counted in this

tabulation.

"numeric” drill hole identifiers consist simply of numerical digits. Such holes for the mostgaat
drilled for A.M. Co. of Texa8rhax) ®

Checks oAmaxholes were done using scanned, haghidwn crosssections as sources, not

certificates.

MDA did not have original sources for assayKist & { € =
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Differences are determined to be "significant" if they are deemed to entail a risk that the local
estimation would be affected in a material way. The determination of which differences are

"significant" is subjectivéd  a SR 2y
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deemed to be significant differ by an order of magnitude.

12.1.1.2 Audit of Recent RGMC Assays

Aurcana Corporation Page92
Table 12.1 Summary of Audit of Historical Assays
) Counts Percentages
Drill Hole
Series | Records| Checks | Differences S'ignificant Checked | Differences Sigriﬁcant
Differences Differences
numeric 5,631 3,836 57 9 68.1 15 0.2
RG 762 614 6 nil 80.6 1 nil
S 96 nil n/a n/a n/a n/a n/a
SD 5,809 1,698 nil nil 29.2 nil nil
SM 539 nil n/a n/a n/a n/a n/a
SPSC 170 nil n/a n/a n/a n/a n/a
SuU 2,477 nil n/a n/a n/a n/a n/a
SW 775 302 11 nil 39.0 3.6 nil
Total 16,259 6,450 74 9 39.7 1.1 0.1
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In order to audit the silver assays from drilling done by RGMC in 2012 and 2013, MDA obtained
laboratory batch files from the mine geology department in the form of Excel files. MDA compiled the
batch files into its own assay table and then used software tools to compare silver in the MDA assay table
to silver in the RGMC assay table. The resulthe comparison are summarizedliable12.2.

Originally
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Tablel122, a total of aly four differences are indicated. The reason for the large reduction in differences
is that MDA sent the original list of 128 differences to RGMC for review and comments. The review
determined that MDA had not had all of the relevant batch files, astlohthe differences resulted from

RGMC having selected a different assay from two or more that were available for each sample. More
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assay to use. A comparison of t he taonhsdrdbeasedinc e s

favor of higher grades.

A few differences were consequences of redaeping errors in the batch files, which RGMC had

corrected, but which corrections were not reflected in the batch files given to MDA.

Table 12.2 Summary of Audit of RGMC Assays

) Counts Percentages
Drill Hole
Series | Records| Checks | Differencest| S9MMCaNt | cpocked | Differences | Sionifcant
Differences Differences
2012 2,087 1990 3 1 95.4 0.2 <0.1
S11 75 nil n/a n/a n/a n/a n/a
S12 1,563 754 1 nil 48.2 0.1 nil
P2013 24 nil n/a n/a n/a n/a n/a
Total 3,749 2,744 4 1 73.2 0.1 <0.1

Notes: *Differences incounts reflect differences remainiraiter review by RGMC. See the discussion
preceding the table.

12.1.2 Collar Locations

In reviewinghistoricaldocuments, MDA found numerous iterations of celtaration tables, as well as
reports describing campaigns of location verification. The collar locatidnstoricaldocuments do not
always agree exactly withthosenow found t he col | ar +thaelatabaserableRGMCO6 s
f r om MD Aibitgepatioft April 20B, shows some of the more extreme examples of the types of
differences that exist between the coordinatabéndatabase and the coordinates found in one original
source, a typed list of coordinates issued by Bassham Land Surveying Company in 1981.

Mine Devebpment Associates
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Table 12.3 Coordinate Differences in SM Series Drill Holes

Hole Identifiers Coordinate Differences
Databas{Source Documen| x (ft.) | y (ft.) | z (ft.)
SM1 | 80lorSMPEL | -2.94 | 232 | 0.03
SM2 | 8020rSMPE2 | -6.24 | 4.42 | 0.70
SM3 | 803 or SMPEB | -2.32 | -0.26 | -2.37
SM4 | 804or SMPB+ | -0.16 | 4.78 | 4.86
SM5 | 805o0r SMPB | -1.58 | -0.18 | 3.00
SM6 | 806 0r SMPB | 554 | -6.48 | 1.00
SM7 | 807 or SMPEY | 1.00 | -0.59 | 7.52
SM8 | 808 or SMPEB | 1.56 | 10.28 | 3.47
SM9 | 809 or SMP® | -1.84 | 0.24 | 3.4
SM10 | 810 or SMPELO | 4.07 | 6.4 | -5.00
SM11 | 811or SMPEL1 | 1.78 | 2.84 | -1.58
SM12 | 812 or SMPEL2 | 1.21 | -4.19 | -195
SM13 | 813 or SMPEL3 | -1.42 | -321 | 1.47
SM14 | 814 or SMPEL4 | 0.94 | -3.02 | -4.24
SM15 | 8150r SMPEL5 | 3.11 | 059 | 0.41
SM16 | 816 or SMPEL6 | 2.26 | -0.50 | 0.50
SM17 | 817 or SMPEL7 |-11.94 | 4.68 | 0.61
SM18 | 818 or SMPEL8 | 2.14 | -2.21 | 0.56
SM19 | 819 or SMPR9 | -3.12 | 426 | 2.78
SM20 | 820 or SMPE20 | -3.00 | 1.80 | 1.09
SM21 | 821 or SMPR21 | -2.73 | 475 | 2.76
| SM22 | 822 0r SMPE22 | 4.10 | 3.78 | -4.32

The differences listed ifable12.3 are, as stated, among the more extreme examples oédifts. MDA

has no means to judge the relative merits of any particular sets of coordinates.

MDA did have a

conversation with the person responsible for the coordinates in the 1981 list, who is now employed by

RGMC as a surveyor and who has a long hysteith the Shafter operation.

Based in part on this

discussion, MDA believes that the collar coordinates in the current database provide a sound basis for the
resource estimate. The comparisoifable12.3 is presented only to illustrate the issue.
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12.1.3 Historical Drill Data Added to Database

The existing project database did not include data on many aitlae drill holes found on the geologic
crosssections and/or plan map3hese drill holes had not been in thrgginal collar orassay table that
MDA received from RGMC MDA and RGMC worked together to add thésées, getting locatiorasnd
geology, if availablefrom the crossections and related plan vieassd getting the assayi available,

from the table®n the crossections. A total of 589 underground holes and 56 surface core holes were
added to the databas@f this total, 464 of thé\max drill holes had no recorded assay dattnin the
crosssection assay tablesn a similar manner as MDA treatéhe unsampled intervals in tho&max
holes which had partial assay data, the unsampled drill holes were considergetralizedin the
database and in the resource estimate.

In addition to theAmax drilling, 10 Gold Fields surface core holes, alltkin or adjacent to the current
resourcewere also added to the database.

12.1.4 Verification of Historical Amax Drill Data

There are no original collar surveys or assay certificates for the historical Amax core drilling which makes
up about 60 percent of thetal project drill holes and about 45 percent of the samples used in the current
resource estimate. To provide confidence in the drill data, during the audit process the drill holes were
checked against the haddawn crosssections and plan maps whiphovide locations and downhole
survey information relative to known underground workings and development drifts. The sections and
maps also have the historical mine grid so collar locations can be checked to within a 5 to 10 ft accuracy.
MDA reviewed theAmax hole locations and made some minor edits so that the hole locations correlate
in space with the underground workings.

To provide confidence in the use of the Amax assay data, MDA audited a large portion of the sample data
and also statistically comaped the Amax composites used in the resource estimate against similar Gold
Fields and Aurcana composite data. Only Gold Fields and Aurcana composites located within the
historical Presidio mine area was used in the analyses so they would be generally spiacident with

the Amax data. The analyses indicate that the Amax composites are about 13% higher in mean silver
grade versus the more recent drill data but the median silver value is within 5%. Graphs of the population
plots closely track eachtlwer with the higher difference in mean silver grade being a result of higher
extreme silver values (>200z Aug/ton) within the upper 2% of the composite data. It is not surprising that
the Amax data would contain a larger proportion of higher grade sasiptee much of the Amax drilling

is adjoining the historical mine stopes while the more recent drilling targeted areas between the historical
workings or along possible extensions of mineralization away from the known areas of mineralization.

The holelocation verification and sample data comparisons provides confidence in the use of the Amax
data. It also must be recognized that Amax was a large mining company with productive mining operations
and it is expected that their drilling, sampling and agsagedures were of high quality.
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12.2 Data Verification Summary and Conclusions

MDA is of the opinionthat the data verification procedures support the geologic interpretations and
confirm the database quality. Therefore, Bigafterdatabase isuitablefor use in estimating and
classifying a Mineral Resourcérincipal findings from the data verification are:

(0]

(0]

About 40 percent of the assay data was verified by MBay errors found were corrected

for use in the resource estimate.

The use of handrawn crosssections and maps was a limitation on verifying the Amax
drill data while there was a failure to audit some of the Gold Fields drill data due to a lack
of source material.

A significant number of historical Amax drill holes were added to the pgrdpabase as

a result of eskazh éfferts @ ersuret all Anfax drill data is added to the
database should be continued.

Confidence in the use of the Amax assay data was provided after MDA audited a large
portion of the sample data and alsdistaally compared the Amax composites used in
the resource estimate against similar Gold Fields and Aurcana composite data. No material
concerns were noted.
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13.0 MINERAL PROCESSING AND METALLURGICAL TES TWORK

This section was prepared bhatt Bendeof Samwel Engineeringlnc., located irDenver, ColoradoThe

term Aoredo is used in this section only in a met:

The Shafter mine has a history of operations and testwork that prove the mineralgatioenable to
several techniques of beneficiation and extraction. Though slight improvements in recovery can be
achieved through concentration of thell feed and focused leaching, the main fastéor achieving
desirable recovery is affected by grindiengd cyanide leaching.

Recovery predictions are dependent on the head grade due to a relatively constant tail lgeade.
consistency of the tails grade is due to occluded silver and silver nsjreckled in quartz or jarosite
grainsat orsmaller tlan thelO micron rangeThis rendershat portion of the silvanaccessible to cyanide
leach without extensive and expensive grinding. Practically all theencapsulated Ag appears to be
recoverable, making the recovery prediction highly dependetiteonill feed head grade:

Recovery = (Head grad&ails grade)/Head grade
13.1 History of Operations

The Shafter Silver deposit, located in Presidio County, Texas was discovered in 1880. In 1883 the Presidio
Mining Company began operations and worked thegmty until 1926. In 1927, American Metals
Company of Texas updated the mill and mine and operated it until 1942 when operations ceased due to
shortages in equipment and labor brought on by the Second World War. At thefandrafan Metals
Company of B x agefations, in 1942, the average mill head grade was abp@igtonwith an average

mill silver recovery of about 81 percent.

In 1977 Gold Fields Mining (then Azcon Mining and Exploration Division) entered into an agreement
with Amax (successootAmerican Metals Company of Texas) leading to an exploration drilling campaign
which indicated an extension to the old Presidio Mine.

Rio Grande Mining Company took ownership of the property in 1993. Aurcana acquired Rio Grande
Mining as a US based Issidiary and, thereby, ownership of the Shafter property in July of 2008.

In December 2012, the Aurcana Mill was brought on line utilizing whboteleach to process5DO tpd

of ore. However, after thebout a year of operatipthe project was pladen care and maintenanaed

themill wasshut downn December 2013, when design silver production rates were not met. During the
operationthe mine producednaverage head grade of abooz6Agton at less than,@00 tons per day

andwith an averagsailver 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 grade of 1.8z Agton.
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13.2 Metallurgical Testwork
13.2.1 Historical Testwork

Metallurgical testwork for the Shafter property is extensive and inslugek done byGold Fields,
Colorado School of Mine Research InstituB€$MRI0), Allis Chalmers, Hazen ReseardiHazerm),
Kappes, Cassiday & Associatd&KCAQ), Kerley ChemicalCorporation, Warren Spring Laboratories,
Inspectorate Mining and Mineral Services L{dii | n s p e dPbcock dntlustida), Inc., and SGS
Metcon/KD Engineering. The testwork combined with operating data from the historical wodsngs
well as recent opetians in 2012 and 2018rm a good basis for the current flowsheet criteria.

In 1978, Gold Fields began mineralogical and metallurgical testwork dhehrew composite drill core
sampla, the old Presidio Mine ore, and mill tailings. Testwork fordeleldswasperformed by several
laboratories described in the following paragraphs.

CSMRI conducted testwork for Gold Fields between 1979 and 1982. They conducted leach testwork as
well as gravity separation of silver, lead, and ziminerals In addtion they studied the mineralogy and
concluded that the old Presidio Mine ore and the core composites from the newly discovered extension
had comparable properties.

IN 1980 to 1982Gold Fields Research Laboratories Limitddfii G F R tesearghed leach versgrind

size. Results suggested that the optimal grind size would be approximately 30 percent passing 45 microns
(P80 = 74 microns) with grinding residence time of 24 hourshey also determined that a very fine
dispersion that was not amenable tornigta dissolution was preser&FRLL also investigated the effect

of lime addition on silver dissolution and concluded that best results were obtained at a CaO addition of
2 kg/tome

Allis Chalmers conducted abrasion index and bond mill work indiegs in 1982determining the A
range of 0.115 to 0.4795 (grams) and Bond Ball Mill Work Index range between 12.4 and 12.7 kWh/ton.

In 1982 Hazen was contracted to confirm the Gold Fields testwork as well as investigate the use of sodium
carbonate as a sufiate for lime. Hazen was successful in reproducing some of the previous leach
recoveries at the 24 hour leach times, generating recoveries that pointed to an approach to a constant tails
grade, shown ifTable13.1.

At higher headyrades, recoveries were reduced, but most likely due to the limited leach times. The tests
did not prove sodium carbonate as a promising substitute for lime.

Hazen also performed gravity and flotation testing as well as mineralogical examinationtadindye
Flotation and gravity testing did not yield promising results as the overall recoveries were not significantly
different from wholeore leach and did not merit the added complication of the flowsheet. Hazen also
identified that silver was lo@d in the tailings as silver bearing jarosite and as occlusions in quartz at size
ranges between 2 and 10 microns.
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Table 13.1 Hazen 1982 Whol&re Leach Test

Hazen 1982 Whol®re Leach Testing Results
Leach Time P80 Head Tails Extraction
Sanple :
Hours microns opt opt %

HR$23506 24 90 7.15 1.96 72.6%
24 60 7.08 1.70 76.0%

24 90 5.85 1.77 69.7%

24 90 6.53 1.78 72.7%

24 50 7.02 1.72 75.5%

24 60 6.83 1.62 76.3%

24 40 7.05 1.39 80.3%

24 43 6.88 1.43 79.2%

24 165 6.8 2.31 66.0%

24 40 6.66 1.49 77.6%

24 100 7.32 1.81 75.3%

24 43 7.01 1.48 78.9%

24 60 10.63 2.22 79.1%

24 50 13.28 2.13 84.0%

24 89 13.15 3.55 73.0%

24 100 10.56 3.16 70.1%

In 1998 KCA performed testsn 20 samples from 18 locatignscluding from underground workings.
Their testsincluded head analyses, screen analyses, wet gravity separation, heavy media separation,
flotation, and bottleoll leach tests.

In 2004 KCA issud a scoping study concludj thatneither gravity separation nor flotation yielded
desirable silver recoveries and proposed a whoddeach approach to silver extractioh.summary of
the KCA results is shomin Table13.2.
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Table 13.2 KCA 1998 Whole-Ore Leach

KCA 1998 Whol®©re Leach Results
Leach Time P80 Head Tails Extraction
Sample :
Hours microns opt opt %
96 900 14.71 3.14 78.7%
96 165 15.40 2.15 86.1%
96 80 15.15 1.66 89.1%
26352 96 104 13.94 1.98 85.8%
96 62 16.54 1.36 91.8%
96 42 15.88 1.36 91.4%
96 35 14.96 1.05 93.0%
26502 96 50 4.24 0.89 79.0%
96 125 37.05 2.52 93.2%
96 88 45.10 1.89 95.8%
26535 96 65 42.89 1.46 96.6%
96 58 43.34 2.72 93.7%
96 55 41.67 2.00 95.2%
96 52 44.84 2.71 93.9%

13.2.2 Testwork Commissionedby Aurcana

In May, 2010, Pocock performed a set of tests aimed at determining the optimal liquid/solid separation
parameters for the Shaftetineralization mainly focusing on material as would treatedwith the KCA
proposed whol@re leach flowsheet. The result of these tests showed that the Shafter material was highly
amenable to both filtration techniques as well as thickenligckening achieved underflow densities of
between 6%ercento 70percentolids, whie vacuum filtration achiewkbetween 16 and Jercentake
moisture and pressure filtration achieved between 9 anger2entcake moisture.

In 2012 and 2013, Aurcana sent composite samples to SGS Metcon for testing with the goal of optimizing
the proess flowsheet for silver recovergGS performed comminution testwork, gravity concentration,
flotation tests, whol®re leachas well as other tests focused on galena and copper sulfate minerals. The
SGS report data suggest that flotation is not al@iaption as the concentrate neither leached well nor
was of high enough grade to sefdditionally, the flotation tails recovery did not improve significantly

over other wholere agitatedcyanideleachresults.

In the SGSeportdatedin March of 20B, wholeore leach tests were run omll feedfrom the mine

during operations. These leach tests proved consistent with the history of the mine operations and lab
work performed to that date. In October of 2013, SGS submitted a reporiitiidllurgical Study on
Composite Samples (Shafter Projéctyith a more complete set of tests on composite safipi@ the
projected mine plan. This tesork involved gravity concentration, and flotation testing with cyanidation

of tails from eachand a third st of leach tests on whetee. The mill feed from the actual operation
performed as expectétbm the March 2013 repodsshown in thelable13.3.
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Table 13.3 SGS2013Whole-Ore Leach

SGS March 2013 Whelere Leach Testing Results
Leach Time P80 Head Tails Extraction
Sample :
Hours microns opt opt %
12001 72 74 16.29 1.72 89.4%
12002 72 74 3.82 0.56 85.3%
12003 72 74 6.57 0.68 89.6%

Testwork observation reported in October 20X3wholeore composite samples for agitate cyanide
leaching indicated lower recoveries than had been achieved in the past at similar grinbesizggads

in these tests were significantly higher than what was witnessed at the mill during the aid milli
operations prior to the 1942 shutdqwas well as what was observed in the 2011 through 2013 operations.
Additionally, the October 2013 SGS whalee leach results do not appear to be consistent with much of
the previous testwork. The results of thadh tests performed on the flotation tails; however, did appear
to achieve tails gradanore consistent with other studies, showable13.4 below. These tests were

run at varying grind size distributions with P80s rangigiB7 to 74 microns and showed no significant
changes in recoveries due to grind varigtgimown in Table 13.4

Table 13.4 Whole-Ore Leach vs Grind Size

Agitated Cyanide Leach on Overall Composite (Whale) Grind Size Series
Summary of Results

Grind Size P8 Products Grade (g/t) Distribution (%)
(micron)
Au Ag | Pb (%) Au Ag Pb
74 72 Hours Pregnant Solutiof 0.06 | 168 | 0.00 77.03 | 78.46 | 0.05
53 72 Hours Pregnant Solutiol 0.08 | 168 | 0.00 | 81.47 | 80.77 | 0.05
37 72 Hours Pregnant Solutiol 0.06 | 167 | 0.00 | 77.10 | 81.66 | 0.07

Since the SGS October 2013 work is inconsistent with the past experience with i@hadtatization it

is recommended that another testwork campaign focusing on composite samples that rapresestt t
recent mine plan be run to optimize and confirm wiarke leach recoveries at a grind size of P80=74
microns.

After the completion of the SGS study, a flowsheet was developed that continued with thensheteh
configurationof the existing oprations and addedaunter current decantatign@CDo Wwash circuit
prior to deaeration and zinc precipitation.

13.3 PEA Flowsheet Development

The current PEA is based on a whole leach flowsheet with CCD wash for recovery of silver in solution

and the ge of Merrill Crowe to recover the silver precipitate for smelting. Whbodeleach testing by
several labs and results from operations in 2011 through 2013 at the proposed grind size of 74 microns
have an extractiopercentageange from the low 70s tbé high 90s. The range is primarily from tailings
grade remaining relatively constant while head grades vary significantly. Given the current mine plan
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and the consistency of the leach residue grade from both early and most recent operations, as well as
previous and recemestvork, the following general design criteria was used in this economic evaluation.

Plant Throughput: 600 short tons per day

Mine Plan Average Silver Head Ged 103 troy ounces per ton

Target Grind: P80 = 74 micron

Leach Reslency: 72 hours

LeachExtraction: 85.7 percent

Overall Recovery 85.4percent(99.6% of leach extraction)
NaCN Consumption: 1.58lb/ton

Lime Consumption: 5.01b/ton

As noted silver recovery is expected to be dependent on the head assagstahtctail of 1.5 ounces

silver per ton is expectehole-ore leach at a grind of 74 microns for 72 hours was determined to be the
best approach for economic extraction of the Shafter mine silver. The flowsheet will use a jaw crusher
for primary crushig followed by cone crushing. Crusher product will feed a single ball mill in closed
circuit with cyclones to produce the final grind size efP74 microns. Preach thickening followed

by a 72 hour leach will achieve the desired extraction. CCD wikhecover the solubilizedgilver,
overflow from which will report to deaeration and zinc precipitation in a standard Merrill Crowe circuit.
Precipitatedsilverwill be filtered, driedn a retortand smelted with flux to produce silver doré. Tagin

from the CCD circuit will be filtered and dry stacked at the tadistgrage facility.
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14.0 MINERAL RESOURCE EST IMATE

This section is taken from Tietz and MacFarla2@1l@. The effective date of the database used for the
mineral resource estimate @tober 15, 2013 The effective date of the mineral resource estimate is
December 11, 2015%nd the current estimate reported herein is that which was presented by Tietz and
MacFarlane (208).

14.1 Introduction

The modeling and estimation of silver resounsese done under the supervision of Paul G. Tiéfz.
Tietz is independent of Aurcamadthere is no affiliation between Mr. Tietz and Aurcana except that of
an independent consultant/client relationshyfr. Tietz had prior experience with the Shafbeoject in

the early 1980s while an employee of a previous opef@tid Fields).

Although MDA is not an expert with respect to any of the following aspects of the project, MDA is not
aware of any unusual environmental, permitting, legal, title, taxafociceconomic, marketing, or
political factors that may materially affect tBbaftermineral resources as of the date of this report.

MDA classifies resources in order of increasing geological and quantitative confidence into Inferred,
Indicated,andMe asur ed categories to be in cornrfoiMnaalce wit
Resom ces and Mi ner)aClM Riremlaasoureesdefinijo@s@re divenbelowwi t h  ClI Mo
explanatory material shown in italics

Mineral Resource

Mineral Resources are swuflivided, in order of increasing geological confidence, into
Inferred, Indicated and Measured categories. An Inferred Mineral Resource has a lower
level of confidence than that applied to an Indicated Mineral Resource. An Indicated
Mineral Resource has a higher level of confidence than an Inferred Mineral Resuttrce
has a lower level of confidence than a Measured Mineral Resource.

A Mineral Resource is a concentration or occurrenc®lod material of economic interest
inorontheEarh 6s crust in such form, grade or quali:¢t
prospects for eventual economic extraction.

The location, quantity, grade or quality, continuity and other geological characteristics of
a Mineral Resource are known, esttathor interpreted from specific geological evidence
and knowledge, including sampling.

Material of economic interest refers to diamonds, natural solid inorganic material, or
natural solid fossilized organic material including base and precious metalk, and
industrial minerals.

The term Mineral Resource covers mineralization and natural material of intrinsic
economicinterest which has been identified and estimated through exploration and
sampling and within which Mineral Reserves may subsequentlyefieed by the
consideration and application dflodifying Factors. The phraséreasonable prospects

for eventualeconomice x t r aimplies @ajmdgmentoy the Qualified Person in respect
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of the technical and economic factors likely to influence the pobspke economic
extraction. The Qualified Person should consider and clearly state the basis for
determininghat the material has reasonable prospects for eventual economic extraction.
Assumptions should include estimates of cutoff grade and geologicahuity at the
selected cubff, metallurgical recovery, smelter payments, commodity price or product
value, mining and processing method and mining, processing and general and
administrative costs. The Qualified Person should state if the assessivasgd on any
direct evidence and testing.

Il nterpretation of the word 6deventual 6 in this
or mineral involved. For example, for some coal, iron, potash deposits and other bulk

minerals or commodities, itmaybea s onabl e t o envisage o6eventual
as covering time periods in excess of 50 years. However, for many gold deposits,
application of the concept would normally be restricted to perhaps 10 to 15 years, and

frequently to much shorter periodstime.

Inferred Mineral Resource

An Inferred MineralResourcds that part of a Mineral Resource for which quantity and
grade or qualityare estimated on the basis lirhited geological evidence and sampling
Geological evidence is sufficient to impbut notverify geological and grader quality
continuity.

An Inferred Mineral Resource has a lower level of confidence than that applying to an
Indicated Mineral Resource and must not be converted to a Mineral Reserve. It is
reasonably expected thaktmajority of Inferred Mineral Resources could be upgraded to
Indicated Mineral Resources with continued exploration.

An Inferred Mineral Resourcies based on limited information and sampling gathered
through appropriatesamplingtechniques from locatiorsuch as outcrops, trenches, pits,
workings and drill holesInferred Mineral Resources must not be included in the economic
analysis, production schedules, or estimated mine life in publicly disclosdeeRstbility

or Feasibility Studies, or in the Lifef Mine plans and cash flow models of developed
mines. Inferred Mineral Resources can only be used in economic studresided under

NI 43-101.

There may be circumstances, where appropriate sampling, testing, and other
measurements are sufficientdemonstrate data integrity, geological and grade/quality
continuity of a Measured or Indicated Mineral Resource, however, quality assurance and
quality control, or other information may not meet all industry norms for the disclosure of
an Indicated or Meaged Mineral Resource. Under these circumstances, it may be
reasonable for the Qualified Person to report an Inferred Mineral Resource if the Qualified
Person has taken steps to verify the information meets the requirements of an Inferred
Mineral Resource.
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Indicated Mineral Resource

An Indicated Mineral Resource is that part of a Mineral Resource for which quantity, grade
or quality, densities, shape and physical characteristiesestimated withsufficient
confidence taallow the application oModifying Factors in sufficient detaib support

mine planning and evaluation of the economic viability of the deposit.

Geologicakvidence is derived from adequately detailed and reliable exploration, sampling
and testing and is sufficient to assume geologiadl grade or quality continuity between
points of observation.

An Indicated Mineral Resource has a lower level of confidence than that applying to a
Measured Mineral Resource and may only be converted to a Probable Mineral Reserve.

Mineralization may belassified as an Indicated Mineral Resource by the Qualified Person
when the nature, quality, quantity and distribution of data are such as to allow confident
interpretation of the geological framework and to reasonably assume the continuity of
mineralizdion. The Qualified Person must recognize the importance of the Indicated
Mineral Resource category to the advancement of the feasibility of the project. An
Indicated Mineral Resource estimate is of sufficient quality to suppBredceasibility
Study which can serve as the basis for major development decisions.

Measured Mineral Resource

A Measured Mineral Resource is that part of a Mineral Resource for which quantity, grade
or quality, densities shape, and physical characteristics are estimated witfidence
sufficient to allow the application of Modifying Factors to support detailed mine planning
and final evaluation of the economic viability of the deposit.

Geological evidence is derived from detailed and reliable exploration, sampling and testing
and is sufficient to confirm geological and grade or quality continuity between points of
observation.

A Measured Mineral Resource has a higher level of confidence than that applying to either
an IndicatedMineral Resource or an Inferred Mineral Resouit@enay be converted to a
Proven MineraReserve or to a Probable Mineral Reserve.

Mineralization or other natural material of economic interest may be classified as a
Measured Mineral Resource by the Qualified Person when the nature, quality, quantity
and distribution of data are such that the tonnage and grade or quality of the
mineralization can be estimated to within close limits and that variation from the estimate
would not significantly affect potential economic viability of the deposit. This cgtegor
requires a high level of confidence in, and understanding of, the geology and controls of
the mineral deposit.

Modifying Factors

Modifying Factors are considerations used to convert Mineral Resources to Mineral
Reserves. Thesmclude but are not restted to, mining, processing, metallurgical,
infrastructure, economic, marketing, legal, environmental, social and governmental
factors.
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MDA reports resources at cutoffs that are reasonable for deposits of this nature given anticipated mining
methods andlpnt processing costs, while also considering economic conditions, because of the regulatory
requirements that a resource exists fAin such for
reasonable prospects feventuak conomi ¢ extraction. 0

14.2 Database

The Shafter database used in the current resource estimate ctr@@#drill holes with a total footage
of 466,288.%. Of these, 1,606 are diamond core holes, and 88 are RC Woksnmary of the drilling
conducted bylte various compaes is shown iTable10.1. The majority of drill holes (992 holes) are
underground core hadecompleted by Amax in the 110

Since publication of the previous technical report2008 approximately 800 holdsave been added to

the database, including a considerable number of underground and surface holes drilled by Amax as well
as new holes drilled by Aurcana (RGMC 22013 onTable 10.1) and a few additional Gold €lds

holes.

The Shafter drithole assay database conta#®s006silver assays8,144lead assays, ansl584 zinc
assays.Both lead and zinc are associated with the silver mineralizaltiongh oty silver was estimated
due to the relative lack d¢adand zincdata

The database contains do¥vale survey informatioonly forthe recenRGMC surface and underground
drilling. Drill-hole locations for the Amax drilling are approximate locations derived from both plan maps
and underground crosections The lack of dowshole survey data and the possibladouracies in the
Amax hole locations create some risks in the current resource estimate.

The project coordinates, including topography, are in a (50,000E, 50,000N) local grid using Imperial units
(fo).

14.3 Geologic Background and Modeling

Silver mineralization at Shafter occurs as a-Bakizontalmantowithin variably silicifiedMina Grande
limestone at or just belothe Cretaceous/Permian unconformity. Mineralization occurs over a 13,000ft
eastnortheast strike length, is up to 1,200ft@&s, and is generally 10 tof2€hick. The resource is at a
depth of less than 100ft in the wesintral portion of the deposit and then gradually deepens to a depth of
over 1000ft within the eastern end of tlepdsit following the general stratigraphic didantothickness

and siher grades can be highly variapleften related to nearertical structures that served fhsid
conduits and/ostructuraltraps.

Upon completion of the database validationgei®s, MDA constructed 150 crosgctions spaced 50ft to

100ft apart and looking northeast at 70°. The sections were spaced to best fit the existing drilling with the
tighter spacing within the center of the deposit in the area of the recent RGMC aodddgvelopment

and drilling.

One set of sections was made for lithology and then another for silver-h@lalinformation, including
rock type and silver grades, along with the topographic surface were plotted on theectioss. The
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lithology crosssections were constructedth RGMC and MDA workingin tandemwhereaghe silver
crosssections were constructed by MDA using the litholeggtions as a guide.

The lithology crossectional modeincludesthe Cretaceous/Permian unconformityre Mina Grande
Formation/Ross Mine Formati@ontact thedominant faults, the Herculano intrusive dike and associated
intrusive dikes the strongclay/rubble alteration along the unconformity, and the zones of silicified
limestone These modelesurfaces antbcktypes were used to guide the silver domain madd| in the
case of the clay/rubble zonessign densities into the block madel

Quantile plots of silver were made to help define the natural populatiGilsafgrades to be shown on
thesilver-domainsections. The analytical population breaks indicated on the quantile plots were used to
guide the creation of distinct levand highgrade mineral domainsThe silver domains amodeled and

drawn on the crossections areot strict grade shells but wereeated using geologic information such as
orientation, geometry, lithologic contacts, and continuity. Each of these domains represents a distinct
style of mineralizationThe low-grade domaiis associated with weakly fractured and silicified limestone
characterized by silver grades between 0.80z Ag/ton and 5.00z Adtiorain code 100) The high

grade domain (>5.00z Ag/ton) is associated with strongly silicified, fracture/brecciated limestone that can
contain a few percent lead and z{domain cod&00).

The crosssectional geology ansilver domains were rectified threstmensionally tdong-sectionson
10ft intervals that coincide with the miugdidth of themodelblocks. Thdong section®f theclay/rubble
zonesand silver were used to cotlee block model to percent of block by lithology ailder domain.

The underground workings were imported into biheck model as a solidand blocks were coded by

volume percentage within the underground sold. described irSection14.7, those blocks coded at 5

percent or greater undergrouwdb r Ki ngs wer e oahsi dededemmveddfrom
mineral resource.

14.4 Density

The Shafterdensity database consists5s®&specific gravity measurements Gold Fieldsdrill core. The
analyses were completed KgppesCassidayk A s s 0 ¢ iIKEA0grs1998 Gisinghe wateimmersion
method to calculate the specific gravity valu&he core samples collected for testing wéam
moderately to strongly mineralizedaterialpredominantly within the eastern half of the deposit.

In addition to the individual measurements on core, specific gravity and bulk density analyses were
completed by SG&bin 2013 on four composite samplefamineralized coreollected byAurcana The
compositesamples were from botold Fieldsand Aurcanacore holes inthe vicinity and to the
immediate east & u r ¢ aundargraund development

Four density (tonnage factor) values were used in the resource model as sHablteid.1. MDA 6 s
analysis of all of the specific gravity data was done in the context of the geologic anudiespecific
rock typeandsilver gradewereassignedo eachKCA density value This analysis indicatethat all of
thedensity data are from within timeodeled silver domainsith no density datérom the unmineralized
limestone or from within the generally weakly mineralized, -@ayinant rubble zonesDue to the
occasiondy fractured nature of the deposit and to account for the unavoidable ssakgkion bias, the
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measured density values were factored down fgréento 2percent The factored data, shownTable
14.1, reflect thetonnage factovalues assigned to ttghafterblock model.

Table 14.1 Shafter Tonnage Factorsby Rock Type

Rock Type TF (cuft/ton)
outside Ag domains 12*
low-grade Ag (domain 100) 12.7
high-grade Ag (domain 200) 13.1
clay/rubble 14**

* no data; unmineralized tonnage factor uses general limestone value
** no data; clay/rubble value is an estimate based on field observations

A single tonnage factor of 11.@%bic fed/ton for all mineralized material was used ®gld Fields in
their economicevaluationduring the 198Qs This tonnage factor was determined from an underground
bulk samplebut MDA has no knowledge of the ma#drsource or the type of analgsiThis tonnage
factor is significantly lower than all subsequent measurements and wasedot the current analysis.

The relatie lack of density datand the use of estimated values within the modiedducesome risk into
the resource estimate. MDrAcommends that significantly more density data be collectddhedensity
variability be better characterized, both spatially and by rock type.

14.5 Sample Coding andComposites

The crosssectionalsilver domains were used to code samples in the drillbda® Quantile plots were

made to assess validity of these domains and to determine capping levels. As a result, MDA chose to cap
12silverassaystwo in the lowgrade domain and 10 in the highade domain Assay statistics, including

the capping graal for thesilverdomains used in the resource estimate are preseniatliel4.2.

Table 14.2 Shafter Silver Mineral Domain Descriptive Statistics- Assays

. Mean Median Min. Max.
Domain Assays Count (oz Ag/ton) (oz Ag/ton) Std. Dev. cv (oz Ag/ton) (oz Ag/ton)
100 Ag 6191 2.04 1.52 1.80 0.88 0.00 63.58

Ag Cap 6191 2.04 1.52 1.66 0.81 0.00 20.00
200 Ag 2196 13.70 9.23 16.76 1.22 0.00 310.44
Ag Cap 2196 13.45 9.23 13.93 1.04 0.00 120.00
Al Ag 8387 4.62 2.00 9.38 2.03 0.00 310.44
Ag Cap 8387 4,56 2.00 8.21 1.80 0.00 120.00

Compositing was dont 4ft down-hole lengths (the model block size), honoring all mirdaahain
boundaries. The composites were coded by the miné@hain interpretations, and lengtieighted
composites were used in the blatlodel grade estimationThe volume inside eaghineral domain was
estimated using only composites from inside that domain. Composite descriptive statistics are presented

in Table14.3.
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Table 14.3 Shafter Silver Mineral DomaiDesgiptive Statistic§ Composites

. Mean Median Min. Max.
Domain  Count (oz Ag/ton) (oz Ag/ton) Std. Dev. cv (oz Ag/ton) (oz Ag/ton)
100 4161 2.04 1.69 1.38 0.68 0.00 16.88
200 1240 13.45 9.91 11.87 0.88 1.16 120.00
All 5401 4.56 2.14 7.42 1.63 0.00 120.00

14.6 Estimation

The resource block model reflects tteneral eastortheast trendnd subhorizontal naturef the Shafter
mantchosted silver mineralizatiorA variographic study was performed using siteer composies from

each mineral domain, collectively and separately, at various azimuths, dips, andAlecgptable
variogram models were obtained from composites Swerdomain 100, as well dsthsilverdomains
together. A maximum range of abd@ft was dtained in the horizontatrike (azimuth 70°) and dip
(azimuth 150°Yirectiors; these are geologically reasonable orientations for the global strike and dip of
the mineralization, respectively. Parameters obtained from the variograplyyvetue used inan
ordinarykriging interpolation and also provided information relevant to both the estimation parameters
used in an inversdistance interpolation and resource classification.

The estimation parameters applied atf&nare summarized iffable14.4. The estimation used three

search passes with successive passes not overwriting previous estimation pasdastpass search
distances take into consideration the results of both the variography afftbldri$pacing. Theecond

and third passes were designed to estimate grade into all blocks coded to the mineral domains that were
not estimated in the first pass.

The estimation passes were performed independently for each of the mineral domains, so that only
compositecoded to a particular domain were used to estimate grade into blocks coded by that domain.
The estimated grades were coupled with the partial percentages of the mineral domains to enable the
calculation of a single weigifatveraged blockliluted grade foeach block.

To reflect the change imantoorientation observed along the strike of the deposit, three search ellipse
orientations all based on the local mine grid Eastingsre used to control the resource estim&ee
Table14.5 for search ellipse parameters.

Silver grades were interpolated using inverse distantigetthird power, ordinarkriging, and nearest
neighbor methods. The mineral resources reported herein were estimated by-disianse
interpolation, ashis technique was judged to provide results superior to those obtained by ordinary
kriging. The nearesteighbor estimation was also completed as a check on the other interpolations.

Silver grades were estimated into all blocks coded by the silver rawrains includingthose blocks
coded as fAminedpeocenofdlock gluraeanitrenrundérdraumd wérkings).
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Table 14.4 Shafter Estimation Parameters
All Mineral Domains
Description Parameter
First Pass Samples: minimum/maximum/maximum per hole 2/91/3
First Pass Search (ft): major/semi-major/minor 751751375
Second Pass Samples: minimum/maximum/maximum per hole 1/127/3
Second Pass Search (ft): major/semi-major/minor 300/ 150/100
Third Pass Samples: minimum/maximum/maximum per hole 1/18/3
Third Pass Search (ft): major/semi-major/minor Fill domain / isotropic
Rotation/Dip/Tilt (all searches) See below
Inverse distance power 3
Table 14.5 Shafter Search Ellipse Orientations
. . Major .
Estimation Area . Plunge | Tilt
Bearing
Area 10; <51100 East 70° 0° -5°
Area 20; 51100 East to 54250 East 70° -10° -10°
Area 30; >54250 East 70° 0° 0°

14.7 Mineral Resources

MDA classified the Shaftersilver 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 geology. The samples used for thicealéss criteria stated above are
independent of the modeled domains. The criteria for resource classification are ghadneih4.6.

There are Measured, Indicated, and Inferred resources withBhtfeerdeposit. There are no Measured
resources associated with #smax historic drilling due to ayome uncertainty in the driole locations

b) a lack ofQA/QC dataand c) no origindlaboratoryassaydata None of these detrafrom the overall
confiden@ in the global project resource estimate, but they do detract from confidence in some of the
accuracy which MDA requires farMeasured resource.

Table 14.6 Criteria for Shafter Resource Classification
Measured (RGMC and Gold Fields drill holes only)

Minimum no. of samples /minimum no. of holes / maximum
. 3/2/30
distance (ft)
Indicated
Minimum no. of samples /minimum no. of holes / maximum 21 %)r/ 50
distance (ft) 2/2/75

All material not classified above but lying within the modeled mineralized domains is Inferred
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An assigning of an Indicated classification for resources associated with the Amax drilling is a result of
the subsequent underground development, both historical and recesurfand and underground drilling
activities that serve to confirm the general tenor of mineralization observed within the Amax drilling.
Hole location verification and sample data comparisons discussed in Séibprovides confidence

in the use of the Amax data. It also must be recognized that Amax was a large mining company with
productive mining operations and it is expected that their drilling, sampling and assay procedures were of
high quality.

To account for thaistolic mining, all blocks coded at fiygercent or greater underground workings were
considered Amined outo and removed from the <c¢l as

Because of the requirement that the regradeprce exXxi
quality that it has reasonable prospectef@ntuae conomi ¢ extracti on, 060 MDA i s
atacutoff grade thais reasonable for deposits of this nature that will be minaahlolgrgrounanethods.

As such, some economic congiaions based omast angbrojectedShaftercosts were used to determine

the cutoff grade at which the resource is presented. MDA consideeasonhle metal pricé$20 Ag)
extraction(mining and processingnd administrativeosts of about #5/ton to $80/ton, and recoveries

in the 80% to 85% rangeThe calculated cutoff is then lowered somewhat to reflect the additional
economidbenefit fromthose blocks which would be minedpmovide access to higher grade blocks, and,

since mining costs are nosunk, would be sent for processiagd would provide a positive economic

return.

The Shaftertotal reported resources are tabulatedable14.7. The stated resource is fully diluted to
10ft by 10ft by 4ft blocks and is tabulated on silver cutoff grade o#.00zAg/ton. The bloclkdiluted
resources are also tabulated at additional cutoffabiie14.8 andTable14.9 in orderto provide grade
distribution information.

Table 14.7 Shafter Reported Resources
Shafter Reported Resource:

Cutoff
Class Tons oz Ag/ton oz A
(oz Ag/ton) 9 9
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 oz 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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Table 14.8 Shafter Mineral Resource

Shafter Measured Resource

(o;:z\tg;:on Tons oz Ag/ton oz Ag
2.0 220,000 5.55 1,200,000
3.0 170,000 7.39 1,006,000
4.0 100,000 8.73 888,000
5.0 80,000 9.77 799,000
6.0 70,000 10.70 719,000
7.0 60,000 11.68 637,000
8.0 50,000 12.53 567,000
9.0 40,000 13.49 494,000
10.0 30,000 14.48 426,000
12.0 20,000 16.84 299,000
15.0 10,000 20.14 185,000
20.0 3,000 25.71 80,000

Shafter Indicated Resource

(ozc,li\tg/f:on Tons oz Ag/ton oz Ag
2.0 2,490,000 5.60 13,967,000
3.0 1,940,000 7.56 11,646,000
4.0 1,110,000 9.15 10,171,000
5.0 880,000 10.41 9,114,000
6.0 710,000 11.53 8,230,000
7.0 580,000 12.69 7,363,000
8.0 470,000 13.89 6,550,000
9.0 380,000 15.22 5,757,000
10.0 310,000 16.47 5,122,000
12.0 210,000 19.07 4,039,000
15.0 130,000 22.67 2,954,000
20.0 60,000 28.71 1,772,000

Shafter Measured and Indicated Resource

(nggzon Tons oz Ag/ton oz Ag
2.0 2,710,000 5.60 15,167,000
3.0 2,110,000 6.00 12,652,000
4.0 1,210,000 9.14 11,059,000
5.0 960,000 10.33 9,913,000
6.0 780,000 11.47 8,949,000
7.0 640,000 12.50 8,000,000
8.0 520,000 13.69 7,117,000
9.0 420,000 14.88 6,251,000
10.0 340,000 16.32 5,548,000
12.0 230,000 18.86 4,338,000
15.0 140,000 22.42 3,139,000
20.0 63,000 29.40 1,852,000
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Table 14.9 Inferred Resources

Shafter Inferred Resource
(ozCZtg/ron Tons oz Ag/ton 0z Ag
2.0 2,610,000 4.29 11,189,000
3.0 1,370,000 6.00 8,193,000
4.0 870,000 7.47 6,511,000
5.0 650,000 8.49 5,518,000
6.0 490,000 9.47 4,649,000
7.0 370,000 10.41 3,887,000
8.0 280,000 11.45 3,160,000
9.0 200,000 12.50 2,549,000
10.0 150,000 13.57 2,044,000
12.0 70,000 16.25 1,207,000
15.0 40,000 19.28 712,000
20.0 10,000 24.34 267,000

Typical cross sections of the Shafter block model are showigure 14.1 (Cross section 6100) and
Figure 14.2 (Cross section 10500). Locations of the cresstions are shown iRigure 10.1. Cross
section 6100 is within the historic Presidio minethe area of the recent RGMC development, while
crosssection 10500 is to the east in the dedm extension drill defined by Gold Fields.

Mine Devebpment Associates \\/mda.conusersNeil\shafter_2016_p&a018_PEAShafter_2018_4301_v13_pea.docx
July 29, 2018 Print Date: 9/5/18 2:59 PM



Aurcana Corporation

Preliminary Economic Assessment and Updated Technical Re®mafter Projet, Texas, USA

Pagell4d

Figure 14.1 Shafter Block Model with Silver Gradeg Cross-Section 6100
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Figure 14.2 Shafter Block Model with Silver Gradesi Cross-Section 10500
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Checks were made on tBhafterresourcenodel in the following manner:

1 Block-model information, such asineral domains, etal grade, geologgoding,andnumber of
samples, washeckedvisually on the computer osections antbng-sections

Crosssection volumes tevelplanvolumesto blockmodel volumesvere checked;
Nearesineighbor and ordinarkriging models were mader statistical and visualomparison;

A simple polygonal model was maudeth the original modeled section domgiresnd

= =4 A =2

Normal quantile distributioplots d assays, composites, and blaolodel grades were made to
evaluate differences in distributiongsilver grades

14.8 Discussion of Resources

The Shafter mineral resourasstimate honors the dritlole geology and assay data andupported by

the geologic model.Silver mineralization occurs as a shibrizontalmantowithin variably silicified
limegone at or just below the Cretaceous/Permian unconformity. The Shafter resource occurs over a
13,000fteastnortheast strike length, is up 1200t wide, and is generally 10 to &Ghick. The resource

is at a depth of less than 100ft in the wasttal portion of the deposit and then gradually deepens to a
depth of over 1000ft within the eastern end of the deposit following the general stratigrapMartip.
thickness and sikr grades can be highly variaptdten related to neasertical structuesthatserved as
conduitsfor mineralizing fluidsand/orstructuraltraps.

Silver mineralization is generally continuous along the length of the defhmsigh at the Doz Ag/ton

cutoff, the resource becomes fragmented to the west distaic Preslio mine workings The removal

of the fimined outo materi al spatially associated
fragmentary nature of the resource within the historic Presidio mine area.

The useof the historic Amax drill datandthe associated n c e r t a i n t drilelacationpandfasag x 6 s
guality bringsome risk to the resource estimate. This risk is somewhat ameliorated by the presence of the
underground workings, which helps spatially define the mineralization, and tiar $enor of the more

recent RGMC and Gold Fields assay data.

Additional infill drilling, increased underground mapping and sampling, and significantly deossty
measurements are recommended to bring greater confidence to the current mineral estouaite.
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15.0 MINERAL RESERVE ESTI MATES

No estimate of mineral reserves based on the current mineral resource described il&6ttaanbeen
made for this report.
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16.0 MINING METHODS

As described irSection 14.2, siler mineralization at Shafter occurs as a-Babzontalmantowithin
variably silicified Mina Grande limestone at or just below the Cretaceous/Permian unconformity.
Mineralization occurs over a 13,0@@astnortheast strike length, is up to 1,Z08cross, and is generally

10 to 20ft thick. The resource is at a depth of less thanfillOthe westcentral portion of the deposit

and then gradually deepens to a deptimofe thari,000ft within the eastern end of the deposit following
the general sttegraphic dip. Manto thickness and silver grades can be highly variable, often related to
nearvertical structures that served as fluid conduits and/or structural traps.

Although silver mineralization is generally continuous along the 13f00é€ngth of the deposit, the
resource is fragmentary in the vicinity of the historic Presidio mine due to the removal ofouined
material as well of west of the historic Presidio mine in the area more recently mined by Aurcana

A resource model with bloe#filuted metal grades and block dimension offtlBy 10ft in easting and
northing by 4ft in vertical direction was used tefine resources aralitline the mining locationsThe
resource model was reblocked to aftlily 10ft by 8 ft model to allow aninimum mining height of 8 ft
to be usedo define the areas considered for mining.

The relatively sudhorizontal geometry and the thickness of the mineralization suggested the use of
variations of roorandpillar mining methods with a minimum height oft&d allow sufficient height for
personnel and equipment. Areas with thickness over than 2@t can be mined in two or more passes

or could be mined using post roeandpillar mining, or another variation of the conventional reant

pillar mining.

For the purpose of design and scheduling, the model was codedwi#ohes:

1 PresidioMain(i Pr e 9;i di 00
1 PresidioLower (i L o wWe r 0

1 Shafter Wesand

1 ShafterMain

The Shafter area has access througapproximatelyl,000ft deep shaft that wasepare by Goldfields

in the early 1980s to enable close spaced drilling, test mining, and obtaining additional samples for
metallurgical testing.Figure16.1 shows the Presidio and the Shafter areas in the resource nimtel.

that no mningwas considereth the PresididVest aeaas part of this PEA
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Figure 16.1 Presidio and Shafter Underground Areas
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Measuré, Indicated and Inferred material were used in the estimation of theahimeentory. Figure
16.2 shows the blocks of the resource modelct Agton cutoff.

Figure 16.2 Resource Blocks Considered for Mine Design and Schedule
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16.1 Mining Method Selection

The relatively subhorizontal geometry and the thickness of the mineralization suggested the use of room
and pillar as the primary mining method. Longhole slashing, benching and partial pillar recovery would
be employed as needed during theoselary extraction phase. A minimum mining height of 8 ft was
included in the resource modeling to allow sufficient height for personnel and mechanized equipment.
Areas with thickness ovdi5 or 20 ft can be mined using the secondary extraction methsidd kbove,

or another variation of conventional roandpillar mining. A conceptual illustration of the selected
mining method is shown iRigure16.3.

Figure 16.3 Room and Pillar Mining with Benching in Thicker Areas

Vertical benching foves

Pillar LT g

Benching of thicker parts

16.2 Mine Design

Mine design for primary extraction is based on 6.8 oz Ag/ton cutoff grade. Block grades for the stopes is
the block dilutedgrade of thelO ft x 10ft x 8 ft block with a cutoff of 6.8 oz Ag/ton. T minimum

mining height is 8 feet with basic heading size of 28 ft wide. Average height for the above cutoff resource
base is 12 ft. Stopes were formed by successibooking of the block model at higher cutoffs. The
average stope width is estimated® 140 ft from the selected resource blocks. Pillarplarened to be

24 ft by 24 ft. These stope dimensions yield a primary extraction ratio of 78%. Secondary extraction
involve mininghalf of thepillars. Overall extraction increases to 89%, asegrhalf the pillar marterial

is recoverable Figure16.4 shows the overall stope layout.
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Figure 16.4 Typical Primary Extraction Stope Layout for the Resource Areas

Once the primary extraction sequeme@ach work ares completesecondary extractiowould include
combinations of: slashing pockets of back material, benching floor areas that meet cutoff, slashing of ribs,
and partial pillar recovery. Once pillaecovery starts the stope areas would only be accessible with
remote controlled equipment.

Mining areas considered in this study are Presidio, Lower Presidio, West Shafter and Shafter Main. West
Presidio is excluded due to uncertainty around the ringdreas. Opportunities exist to add minable
material to the plan if this area can be relitabed and delineated.

All mine development and production rock will be hauled up the Presidio decline to surface with rubber
tired equipment. The opportunigxists to lower costs slightly by storing waste rock in mioet
workings.

The Goldfields shafts (#1 and #2) are only planned for ventilation use during the expected mine life. Itis
possible that these shafts could be rdltated and used for hoistg men and mined material, but a
detailed cost estimate ftnis and tradeoff study would be needed to evaluate this possibility.

The production plan is based on 350 days per year at 600 tons per day or 210,000 tons per annum.
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16.3 Cutoff Grade

The use ba cutoff gradeidentifies the material that may be economic if the cost of the required mine
development to reach the blocksnore than offset by the revenue generated by mining the blocks. The
cutoff grade used in this studybased orthe followingcriteria:

Metal Price: $16.00/0z Ag

1 Operating Cost: $91.50/ton of processed material ($60.00/ton mining, $23.00/ton processing,
$8.50/ton G&A)

Milling Recovery: 82%
Indicated cutoff grade: 6.8 0z Ag/ton

The individual zones were developed by applyingrade shell, surrounding polygons and the above
cutoff criteria and is show iRigure16.5 below:

Figure 16.5 Material Above Cutoff Grade by Zone

Shafter Project — Targeted Resource Zones I

Perspective View
(MDA's Development shown for reference)
Not to scale North

Shafter Main

i
B

Shafter West
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Thematerial dove cutoff gradés summarized iTable16.1 below:
Table 16.1 Material in Planned Stopes
Item All Material Above Cutoff All Material In Stopes
Classification 000's Tons| oz Ag/t | 000's ozAg [000's Tons| o0z Ag/t 000's 0z Ag
Measured
Presidio 34.2 8.8 300.7
Lower Presidio 1.4 11.7 15.8
West Shafter 0.0 0.0 0.0
Shafter Main 445 10.2 455.0
Total Measured 80.1] 9.6 771.5
Indicated
Presidio 265.9 11.9 3,153.5
Lower Presidio 44.8 11.6 518.7
West Shafter 12.4 9.4 116.2
Shafter Main 116.2 11.3 1,310.5
Total Indicated 439.3 11.6 5,098.9
Measured and Indicated
Presidio 300.1 11.5 3,454.2
Lower Presidio 46.1 11.6] 534.5
West Shafter 124 9.4 116.2
Shafter Main 160.7] 11.0 1,765.5
Total Measured + Indicated 535.6 114 6,084.8 519.4 11.3 5,870.4
Inferred
Presidio 26.5 9.2 242.5
Lower Presidio 45.9 9.0 415.0
West Shafter 64.0 8.0 508.9
Shafter Main 108.9 11.1 1,204.9
Total Inferred 282.1 9.5 2,676.2 245 .4 9.7 2,371.2

16.4

Note: Includes internal or plannédution but excludes external or unplanned dilutoml ore loss

Stope Design

The stopesindmining areas were determined from the block moddie block grades used were block
diluted grades which included afiternalblock dilution (see block motidiscussion irSection 14).

To start the process of stope design, the blocks were flagged by zone (i.e. Zone 1 is Presidio, Zone 2 is

Lower

Presi di

o, etc.)

Wi

t h

t he

Vul

for material thapassd certain volume and grade criteria that are integral multiples of the original block

size.

The approach to stope design begins with an estimate of the minimum fraction required from-the high

grade domain diluted to a whole block volume and padsiagpecified cutoff gradef 6.8 oz Ag/ton.
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minimum height of 8 ft. and a minimum grade of 6.8 oZtéwg are formed and considered part of the

plan.
Once

area.

t he

Aistopeso

16.5 Dilution and Mining Extraction

Dilution andmining extraction othe material identified by thVulcan Stope Analyzer (SA) is illustrated

ar

e flagged,
the constituent blocks on a per zone baBigurel6.6Figurel6.6 shows typical stopes within the Presidio

Figure 16.6 Typical Stopesi Presidio Zone

grade

shell s

ar

in Tablel16.2 below. Dilution of the SA tonnages is assumed to be 10% of the total tonnage and dilution
gradeestimated to be 5.1 oz Au/torDiluted stopes less than the cutoff gradé.8 oz Ag/ton were

eliminated from the summary. Stopes not meeting the cutoff criteria can be considered for secondary

mining if development costs have been sunk. A mining extraction ratio of 89% was then applied.

Table 16.2 Material in Mine Plan Summary

Area Material in Stopes Extracted Material (89%) Dilution (10%) Total Material in Mine Plan
Tons Grade Metal Tons Grade Ounces Tons | Dilution Ounces Tons Grade Ounces
(000's) | (oz Ag/t) [(000's 0z Ag) (000's) | (oz Aglt) [(000's oz Ad) (000's) | (oz Aglt) [(000's oz Ag) (000's) | (oz Ag/t) | (000's oz Ag
Presidio 326.9 11.3 3,696.4 290.7 11.3 3,290.4 29.1 5.1 148.3 319.8 10.8 3,438.3
Lower Presidio 92.1 10.3 949.5 81.9 10.3 845.1 8.2 5.1 41.8 90.1 9.8 886.9
West Shafter 76.4 8.2 625.2 68.0 8.2 556.4 6.8 5.1 34.7) 74.8 7.9 591.1
Shafter Main 269.6 11.0 2,970.3 240.0 11.0 2,643.6 24.0 5.1 122.4 264.0 10.5 2,766.(
Totals 764.7 10.8 8,241.1 680.6 10.8 7,335.1 68.1) 5.1 347.1 748.7 10.3 7,682.7

Note: Includes internal or planned dilution and external or unplanned diarigbore loss
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16.6 Production Sequence

Production mining will start in the Presidio areas and msgreast through the Lower Presidio, West
Shafter, and Shafter Main. Mining could be happening in two areas at any given time, depending on
heading availability and development status.

16.7 Production Schedule

Table16.3 shows theife-of-mine production schedule.

Table 16.3 Mine Production Schedule

ltem Year1l | Year?2 Year 3 Year 4 Totals
Mine Production (000's tons)
Presidio 210.0 109.8 0.0 0.0 319.8
Lower Presidio 0.0 90.1] 0.0 0.0 90.1
Shafter West 0.0 10.1 64.7] 0.0 74.8
Shafter Main 0.0 0.0 145.3 118.7 264.0
Total Production 210.0 210.0 210.0 118.7) 748.7
Mine Production (o0z Ag/ton)
Presidio 10.8 10.8 0.0 0.0 10.8
Lower Presidio 0.0 9.8 0.0 0.0 9.8
Shafter West 0.0 7.9 7.9 0.0 7.9
Shafter Main 0.0 0.0 10.5 10.5 10.5
Total Production 10.8 10.2 9.7 10.5 10.3
Mine Production (000's 0z Ag)
Presidio 2,257.9 1,180.3 0.0 0.0 3,438.3
Lower Presidio 0.0 886.9 0.0 0.0 886.9
Shafter West 0.0 79.8 511.3 0.0 591.1
Shafter Main 0.0 0.0] 15224 1,243.4§ 2,766.G
Total Production 2,257.9 2,147 2,033.1 1,243.4 7,682.2

An average of eight active working faces (12 feet high by 28 feet wide) will be required to maintain
planned poduction rates with several marere indevelopment andndergoingehalilitation.

16.8 Mine Development

Mine developmentvill consist ofwidening the existing main declin@and installing new drifts The
guantities of rehahtation and development work i@ been measured from the existing mine model or
drawn to the stope areas. Assumptions used for the estimate afitai@b/'stripping and development
are as follows:

1 An average of five tons per foot for stripping and slabbing to 14 ft by 14 ft crassnskas been
assumed.

1 Mine development and stope access will follow a standard cross section of 14 ft hy161 f
tons/foot) to accommodate a 30 ton haul truck.
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1 Rehalilitation of existing development drifts that are at least 14 ft by 14 ft in cros®seall
consist of check scaling at a minimum with rock bolts and mesh being applied if needed.

1 All development, stripping, and rehiliation is assumed to be waste rock with no accounting for
recovery of mineralized material.

1 Rock density in waste sssumed to be 12 cubic feet per ton.

Development will be initiated by rehidibtation and stripping the existing main decline and the existing
escape raise, followed by rehighion in Presidio. Mine development followsighbasic outline and
progressefrom Presidio through Lower Presidio and West Shafter to Shafter Main. iRektiabh and
development are scheduled to advance togethAgure 16.7 through Figure 16.10 show the Mine
Development and Relbilitation for preproduction through year 3 respectively.

Figure 16.7 Year -1 (Preproduction) Mine Development and Rehabilitation
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Figure 16.8 Year 1 Mine Development and Rehabilitation
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Figure 16.9 Year 2 Mine Development and Rehabilitation
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Figure 16.10 Year 3 Mine Development andRehabilitation
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Table 16.4 summarizes the estimated annual amounts for horizontal and vertical development and
rehab/stripping.

Table 16.4 Mine Devdopment and Rehabilitation Schedule

Item Preproduction | Year 1 Year 2 Year 3 Totals

Lateral and Decline Development (ft)

Decline 361 2,000 1,925 1,069 5,355

Stope Access 688 1,038 1,217 2,500 5,443

Total Lateral Development 1,049 3,038 3,142 3,569 10,798
Vertical Development (ft)

Presidio Vent Raise 0 720 0 0 720

Total Vertical Development 0 720 0 0 720
Rehabilitation (ft)

Decline 6,482 0 0 0 6,482

Primary Stope 3,001 3,001 2,582 2,7320 11,316

Secondary Stope 0 2,885 2,101 1,201 6,187

Main Access 0 434 797 1,141 2,372

Shaft Area 0 0 545 545 1,089

Total Rehabilitation 9,483 6,320 6,024 5619 27,445
Lateral and Decline Development (000's tons)

Decline 6.6 36.4 35.0 19.4 97.4

Stope Access 12.5 18.9 221 45.5 99.0

Total Lateral Development 19.1 55.2 57.1] 64.9 196.4
Vertical Development (000's tons)

Lower Presidio Vent Raise 0.0 1.7 0.0 0.0 1.7

Total Vertical Development 0.0 1.7 0.0 0.0 1.7
Rehabilitation (000's tons)

Decline 17.7 0.0 0.0 0.0 17.7

Primary Stope 8.3 8.3 7.2 7.6 314

Secondary Stope 0.0 8.0 5.8 3.3 17.2

Main Access 0.0 1.2 2.2 3.1 6.5

Shaft Area 0.0 0.0 15 15 3.0

Total Rehabilitation 26.0 17.5 16.7 15.5 75.7]
Total Waste Moved (000's tons) 45.1] 74.5 73.8 80.4] 273.8
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Table16.5 summarizes the annual/daily tonnages associated with development and rehabilitation.

Table 16,5 Mine Development and Production Schedule

Area/ltem Preproduction| Year1l | Year2 | Year3 | Year4 | Totals
Production
Stoping (000's tons) 0.0 210.0 210.0 210.0 118.7 748.7
Development
Lateral (000's tons) 19.1 55.2 57.1 64.9 0.0 196.4
Vertical (000's tons) 0.0 1.7 0.0 0.0 0.0 1.7
Rehabilitation (000's tons) 26.0 17.5 16.7 155 0.0 75.7
Subtotals (000's tons) 45.1] 74.5 73.8 80.4 0.0 273.8
Material Movement
Production and Development (000's tons) 45.1 284.5 283.8 290.4 118.7 1,0224
Work Schedule (days) 245 350 350 350 198
Daily (tons per day) 184 813 811 830 600

Haulage distances vary over the mine life. Averagevesne haulage distances have been used for each
mining area along with distances from the portal to the coarse rock stockpile (plaghtjvaste dump
(Figure16.11). For this study all material mined was assumed to be hauled out of the Atioet half

of the of the mine waste will be hauled to the tailings facility where it will be used in the construction of
rock berms.Some waste material may be used to backfill stopes to reduce haulage requirements and lower
costs.

Figure 16.11 One-way Haulage Distances

Average UG Ft
| [Haulage Dist. ]
Mine waste dump  [#% | %
Location 1575 ft | Presidio 3,200
fr portal | |Lower Presidio 6,100
2 31 |West Shafter 8,200
Shafter Mine : Shafter Main
Portal | g —

¥R

Coarse Ore
Stockpile F
Location 800 ft [
from portal

~ Measure gistance

fotal distance: 1,575.31 ft (480.15m)
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16.9 Safety and Emergency Egress

Budgetary allowancehave beemadefor outfitting a mine rescue team during Yehr Communications
would need tmccurwith the district MSHA office to find out if any other mine rescue teams exists in the
district to function as a baakp team. These could be from otheining companies or government
organizations like the Waste Isolation Pilot Plant north of El Paso.

Secondary escape during Yedr will be via the existing escape shaft (#3) and hoist. This shaft is
connected to the current access decline on lowelsleva internal raises with ladderways. Budgetary
allowances have beemcludedto check and rehabilitate this hoist.

A new raisebore shaft (#4) is planned for the end of Year 1 and it will provide intake air for Yeérs 1

of production. Once completthe existing hoist system from #3 Shaft will be moved over to #4 Shaft to
provide emergency escape for the remainder of the mine life. The Goldfields (#1) Shaft could be used for
secondary escape also later in the mine life if it proves to be econlyrfeeaible to rehabtate the shaft

A refuge chamber will be purchased and kept within 1000 feet of the furthest east work area through out
the mine life. This willprovidea safe area for miners to retr@ab during an emergency situation that
keers them from getting to surface via the designated primary or secondary escape route.

#1 and #4 Shafts will be intake air and if a fire occurs between them and the access portal the miners east
of the fire will all retreat to the refuge chamber to waitifstructions.

16.10 Productivity

Manpower needs for Yeal are based on single heading advance rates for development and stripping
from contractords experience.

Manpower needs during Yearshtough4 were based on productivities of 30 tons of materialedger
production and maintenance manshift. This productivity is a reasonable assumption for headings of this
size based on similar mines in Missouri and Tennessee.
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16.11 Manpower

Approximately 50% of the initial peoplell be hiredfrom outsid the area and the remaindes expected
to befrom the local area. Estimated manpower needBriproductionthrough Year 4 are showirable
16.6.

Table 16.6 Staffing Schedule

Title Preproduction| Yearl | Year2 | Year3 | Year4
Site Team
Project Superintendent 1 1 1 1 1
Safety Coordinator 1 0 0 0 0
Mine Engineer 1 1 1 1 1
Grade Control Geologist 0 1 1 1 1
Clerk 1 1 1 1 1
Maintenance
Lead Electricians 2 2 2 2 2
Lead Mechanics 2 2 2 2 2
Electricians 2 0 0 0 0
Mechanics 2 2 2 2 2
Operations
Lead Miners 2 2 2 2 2
Miners 6 10 8 8 6
Operators 4 10 10 10 8
Nippers 2 2 2 2 2
Totals 26 34 32 32 28

Note: quantities shown are tofarsors per day Payroll includes a third crew of operations and maintenance.
16.12 Water Management

Cementatiorassumed that 50§pm will be the maximum water inflw during the mine life, based on
review of historic mine recordsPumps are purchased in Years 1 and 2. Mine water will be settled
underground piro to pumping to the surfa@round water inflows from the existing access ramp and the
new development faelings will be pumped up the access ramp in stages of approximately 250 vertical
feet. Steel pump skids with water boxes incorporated will be placed along the access ramp to accomplish
this.

The existing pump system in the #1 Shaft will be sufficiepump down the existing pool in the old

Shafter workings before the new development activities get close to the old workings. The original Shafter
Pumping system can be put back into service once access has been gained from the new development.
The majoity of the mine inflows can be pumped from there once that takes place.
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16.13 Ventilation

The project ventilation follows the mining and development and is expected to be at full extent early in
Year 3. A typical scenario for this type of project carsbhmmarized in the following points:

1 Preproduction Primary ventilation will be accomplished by placing two 48 inch x 100 HP vane
axial fans on the existing fan ductwork connected to the old Presidio workings on approximately
the 500 level of the accesamp. The air will flow through the access ramp and eventually exhaust
out the access ramp portal on surface. The syistectioned previously and should be sufficient
to supply ventilation for the two headings that will be active duArgproductiordevelopment
and rehathitation. Auxiliary ventilation will be accomplished via 48 inch x Ifivane axial fans
connected to 48 inch layflat canvas ventilation ducting. These fanmewéfresh air from the
access ramp into the active headifrgsn whichit will exhaust out the drift and eventually back
to surface.

1 Year 1 and 2 Theproposectight oof ventilation shaft (#4) will be complete early in Year 1. An
underground bulkhead with fan ductwork will be installed and three 48 inch kplgéne axia
fans will be installed with the goal aioving200,000 CFM of fresh air down this shaft. This air
will exhaust out the access decline and back to surface at the portal. The thpfa08 will be
removed from the old Presidio workingsich will be clogd off with abulkhead. This will be
the primary ventilation circuit during Years 1 and 2. Auxiliary ventilation will be accomplished
via 48 inch x 10tpvane axial fans connected to 48 inch layflat canvas ventilation ducting. These
fans willmovefreshair from the access ramp into the active headings exhausting out the drift and
eventually back to surface. It is estimated that five of these auxiliary fans will be required during
the remaining mine life.

Year 31 Once safe access is present to the WdftSarea a bulkhead and fan ductwork will be
placed at the bottom of this shaft. A 48 inch x XpOvane axial fan will be installed to add
approximately 75,000 CFM of intake air to the circuit from this shaft. Total primary ventilation
will be 275,000 EM for the remainder of the mine life. The access decline portal will remain the
primary exhaust opening. Auxiliary ventilation will be accomplished similar to previous years.

Further work will involve the ventilation circuit analysis via vent planrsafiware once a more detailed
mine plan has been developed.

16.14 Mobile Equipment

The mine will require a moderate fleet of rublieed mining equipment to support development and
production operations over the mine life. It has been assumed that the qgapmeeat fleet will be
utilized for preproduction development work as well as the mine production work. The equipment fleet
will require at least six months of lead time for procurement. All equipment except the 6 cubic yard LHD
and the 30 ton haul truskwill be able to operate in the 8 feet minimum mining height areas. Rock from
these lower back stopes will be trammed out with the 4 cubic yard LHD and stockpiled for the bigger
LHD and haul trucks to have access to move it. Both LHDs must be equiftheédmote control systems

for eventual pillar recovery use.
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Table 16.7 shows the required mine equipment fleet with estimated cd@dtequipment is purchased
during preproduction.

Table 16.7 Mobile Equipment
Description Units

Low Profile Jumbo

Rock Bolter

4 cu yd LHD (incl remote)

6 cy yd LHD (incl remote)
30 Ton Haul Truck

Jacklegs

Telehandler with Man Basket
Powder Truck with Emulsion Pump
Scissor Truck
Personnel Carriers
Diesel Pickups
Totals

NI EN NI

[N
O

16.15 Fixed Equipment

Fixed equipment required to develop and operate the wilh@eed to be purchased or reconditioned
Table16.8 shows thdixed equipment

Table 16.8 Fixed Equipment

Description Preproduction | Year 1
Refuge Chamber 1 0
Mine Rescue Equipment 1 Lot 0
Computers, Software, Engineering 1 Lot 0
Survey Equipment 1 Lot 0
Initial Safety Equipment purchases 1 Lot 0
Vent Fans (@$30K ea) with starters 8 1
500 KVA Transformers (@ $100K efa) 0 1
Pump Skids (@ $86k ea) 3 1
Escape Hoist Reconditioning 1 0

16.16 Mine Power Supply and Distribution

The mine power will be supplied from the diig surface 69 kV substation. It will be transformed down

to 4160V and distributed throughout the mine with properly sized cable via the main access decline and
extended as the mine workings expand. Mine power centers will transform it down to 488Waorking

areas and at permanent fan installations. It is estimated that the mine will require seven transformers
during the mine life. Currently, five transformers exist from previous operations and two additional have
been added to the cost estimatefforchase.

Annual power consumption estimates are presentédhbie16.9 throughTable16.12.
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Table 16.9 Preproduction Power Consumption

ltem Quantity | kW (Electrical) | Load Factor % | Utilization % | Consumption (000's kWh/yr)
Jumbo 1 135 95 60 675.0
Bolter 1 70 95 60 350.0
Main Fans (100 hp) Old Workings 2 75 80 100 1,052.0
Heading Fan(100 hp) decline rehab 1 75 80 90 474.0
Heading Fan(100 hp) Spiral Decline| 1.5 75 80 90 710.0
Heading Fan(100 hp) Stope Rehab 2 75 80 90 947.0
Pump 1 85 85 67 425.0
Pumps 5 15 85 50 280.0
Diamond Drill 1 75 95 60 375.0
Surface Compressor 1 200 80 30 421.0
Subtotal 5,709.G
Misc. allowance 5% 285.5
Total 5,994.5
Table 16.10 Year 1 and 2 Power Consumption
ltem Quantity | kW (Electrical) |Load Factor % | Utilization % | Consumption (000's kWh/yr)
Jumbo 2 135 95 60 1,349.G
Bolter 1 70 95 60 350.0
Main Fans (100 hp) #4 Shaft 2 75 80 100 1,052.49
Heading Fan(100 hp) primary stope rehab 1 75 80 90 474.0
Heading Fan(100 hp) Main Decline to Shafter 1.5 75 80 90 710.0
Heading Fan(100 hp) Stope Production 2 75 80 90 947.0
Heading Fan(100 hp) Secondary Rehab and stope acces$ 75 80 90 474.0
Pump 1 85 85 67 4250
Pumps 5 15 85 50 280.0
Diamond Dirill 1 75 95 60 375.0
Surface Compressor 1 200 80 30 421.0
Subtotal 6,857.0
Misc. allowance 5% 342.9
Total 7,199.9
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Table 16.11 Year 3 Power Consumption

Item Quantity |kKW (Electrical) | Load Factor % | Utilization % | Consumption (000's kWh/yr)
Jumbo 2 135 95 60 1,349.G
Bolter 1 70 95 60 350.0
Main Fans (100 hp) #4 Shaft 2 75 80 100 1,052.4
Main Fans (100 hp) #1 Shaft 2 75 80 100 1,052.4G
Heading Fan(100 hp) primary stope and main access fehabl 75 80 90 474.0
Heading Fan(100 hp) Shafter Stope Access 1.5 75 80 90 710.0
Heading Fan(100 hp) Stope Production 2 75 80 90 947.0
Pump 1 85 85 67 425.0
Pumps 5 15 85 50 280.0
Diamond Drill 1 75 95 60 375.0
Surface Compressor 1 200 80 30 421.0
Subtotal 7,435.0
Misc. allowance 5% 371.8
Total 7,806.9
Table 16.12 Year 4 Power Consumption

ltem Quantity kw (Electrical) Load Factor % Utilization % | Consumption (000's kWh/yr)
Jumbo 2 135 95 60 1,349.4
Bolter 1 70 95 60 350.0
Main Fans (100 hp) #4 Shaft 2 75 80 100 1,052.4
Main Fans (100 hp) #1 Shaft 2 75 80 100 1,052.4
Heading Fan(100 hp) primary stope and main access fiehab 1 75 80 90 474.0
Heading Fan(100 hp) Shafter Stope Access 1 75 80 90 474.0
Heading Fan(100 hp) Stope Production 2 75 80 90 947.0
Pump 1 85 85 67 425.0
Pumps 5 15 85 50 280.0
Diamond Drill 1 75 95 60 375.0
Surface Compressor 1 200 80 30 421.0
Subtotal 7,199.4
Misc. allowance 5% 360.0
Total 7,559.0
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17.0 RECOVERY METHODS

Matt Bendewith Samuel Engineerinig Denver, Coloradqrepared thissectianThe t er m fior e o
in this section only in a metallurgical sense, to indicate mineralized material processed.

The Shafter mine processing facility proposed in this study will use vanelgyanide leacimg to extract

silver from themineralization Metal recovery will be accoptished using a standambunter current
decantation (CCD) anMerrill Crowe method. Ruof-mine ( i R O hatgrialwill be crushed to a
nominal 1 inchsizeusing a single jaw crusher for primary crushing and a cone crusher in closed circuit
with a productscreerfor secondary crushingThe crushing plant will operate on a single 12 hour,shift
seven days a wegto replenish the crushedill feed stockpile. The stockpile will have enough capacity

to feed the milling operationg/hich will operatecontinuouslywith two, 12-hour shifts 24 hourgdayand

7 days 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. Thickened slurrat 68percentsolids 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 of
45 percent Thepreleach thickener overflow will report to the process water tank for use in the grinding
circuit and as wash water for the tailings filter.

The leach tanks are desegifor 72 hour retention to achieve an extraction of sivith a constant tail

of 15 ounce per ton silverThe slurry from the leach circuit will report to the CCD circuit using four
thickeners for cleaning of the slurry of pregnant leach solution at an anticipated wash efficied6y of 9
percent The pregnant solution from the CCDctiit will flow by pumps to the deaeration vessel and then

to the zinc precipitation circuit. Cleaned residue from the CCD cinglliive pumped to the tailings plate

and frame filters for one final wash before the residue cake is conveyed to a tasidgait area where

it will be haukdto a lined dry-stacked tailings storage facilityf{Note: Tailings handling is not part the

scope of this estimate. Filtered tailings cake will be conveyed to a tailings load out area to be hauled to
the tailings storge facility or trucks for delivery to the mine operations as backfill f@dak battery limit

for this estimate is the discharge end of the filter discharge conveyor).

The zinc precipitation circuit will mix zinc with silvdrearing pregnant solution csing the silver to
precipitate from solution. Thslver precipitated slurryill be pumped through the zinc precipitation
filters to capture the silver as a cakiéhe silver precipiatedcakewill be transferred to a retort for drying
and to remove anyonitained mercury which will be collected for removal off site. The dried cake from
the retortwill thenbe mixed with flux andsmelted in a gas fired furnace for pouring in silver dorée
silver doréwill be storal in a safe until it is shipped off sito a refiner.

Figurel7.1lillustrates thesimlified Shafter flowsheet.
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Figure 17.1 Shafter PEA Flowsheet
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17.1 Process Design Criteria

Tablel17.1 lists theprocesgesign criteria.

Table 17.1 Process Design Criteia

Shafter Silver Mine 600 tpd Process Design Criteria

‘ Units ‘ Nominal | Design Source
General
Site Data ‘
Location Presidio County, Texa&lSA
Coordinates 29°49'N | 104°19.5' W| Client
Elevation ft 4,066 Client
Precipitation In TBD
Production Rates
Annual tpy 210,000 MDA
Daily tpd 600 MDA
Mine Life years 3.6 Cementation
Mine Life tons 749,000 Cementation
Operating Schedule
Crushing Operations
Operating Days Per Year days 350 SE
Hours per Day h 12 Client
Plant Availability % 75 SE
Availability hours 3,150 Calculation
Operating Hour per day hours/day 9 Calculation
Crushing Hourly Rate tph 66.7 Calculation
Mill Operations hours 24 Client
Days per year days 350 SE
Availability % 90 SE
Hours per year hours 7560 Calculation
Operating Hours per day hours/day 24 Calculation
Mill Hourly Rate tph 25 Calculation
Material Characteristics
Feed Grade
Silver Grade Oz Ag/on 10.3 Cementation
Silver Production Oz Ag/day 6,156 Calculation
Silver Production Oz Aglyear 2,152,000 Calculation
Leach Extraction % 85.7 Testwak/History
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Shafter Silver Mine 600 tpd Process Design Criteria

Units Nominal Design Source
Ag Recovery (Overall) % 85.4 SE
Recovered Oz Ag/day 5,256 Calculation

Oz Agllyear 1,837,300 Calculation
Ag to Tails Oz Agday 900 Calculation
Tails Ag Grade Oz Aglt 1.50 Testwork/History
Specific Gravity 2.77 Testwork
Bulk Density (for Mass) Ib/ft3 156.7 172.4 SE
Bulk Density (for Volume) Ib/ft3 144.8 130.3 SE
Bond Ball Mill Work Index 12.7 Testwork
Abrasion Index Ib 0.0011 Testwork

17.2 Comminution

Mineralized material from the mingill be processed through two stag#fscrushing toachievea crush
size of 80 percent passing 1.0 incfihe crusher unit operations include primary jaw crusher, and
secondary cone crushin@he crusheanill feed stockpile provides surge capacity for the facility.

17.2.1 Crushing

ROM materialwill be transported to the primary crushing area by haul truck and dumped onto the grizzly
feeder. Grizzly oversizewill feed the primary jaw crusher to reduce the R@WM feed from an
anticipated size distribution of 80 percent passing 8.3 inch, to adlgnB0 percent passing 2.0 inch.
Grizzly undersizewill join the primary crusher discharge abeconveyed to the secondary crushing
screen.

Secondary crushing screen undersidebe fed to the crushenhill feed stockpile via conveyor. Screen
oversizewill be fed to the secondary cone crusher for reduction from 80 percent passing 2.3 inch to 80
percent passing 1.0 inch. Cone crusher dischailybe returned to the secondary crushing screEme
crushedmill feed stockpile has a 2Hr live capacity,or roughly 1900 tons.

17.2.2 Grinding

The crushednaterialat the crushedill feed stockpile will be reclaimed by three pan feeders underneath
the stockpile whictwill transfer thematerialto the grinding circuit. Pebble limewill be added to the
crushedmaterialby a screw feeder from the lime silo as thid feedis conveyed to the grinding area.

Crushedmaterialwill be fed to the ball mill for reduction to 80 percent passing 504 micrdvisl
discharge falls to the mill sump wherevitl be pumpedo the cyclonesCyclone underflow, at 80 percent
passing 670 microns and 65 percent soin be returned to the ball mill feedCyclone overflow, at 80
percent passing 74 microns and 24.5 percent salilhe fed to the prdeach thickener.
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17.3 Leach

Cyclone overflowwill be pumped to the conventional pieach thickenerThickener overflowwill flow

to the process water tankhich will distribute water back to the grinding circuit for dilution at the mill
and the cyclone feed tap&nd for finalleach residue wash at the tailing filters. Thickener underflow, at
68 percent solidsyill be pumped to the cyanide leach circuit. Dilution to the design 45 percent solids
will be achieved primarily by filtrate returned from the tailings filtefSour &isting leach tanks will
provide for the total desigi@2 hour leach timeThec y a n i d@NO fooaentréti@mwill be 2,000ppm

in the first tankwith anticipated consumption to bring t&& concentratiorto approximately 10@ppm

in the final tank. The leach circuits planned tcachieve85.7 percent silver extractionLeach slurry
exiting the final leach tank will flow to the CCD circuit.

17.4 Counter Current Decantation (CCD)

The CCD wash will recover the solubilizesilver from the leach circuit at aexpected efficiency d39.6
percent Slurry from the leach circwitill combine with the overflow from CCD #2 to feed CCD #1 with
the overflow going to the pregnant solution tatkaderflow from CCD #will combine with overflow
from CCD #3 to feed CCB2. This mixing and thickeningill continue with the slurry solution becoming
more dilute as it passes from CCD #1 in sequence to GICD #

The CCD wash solutionvill be provided by barren filtrate from the precipitation filter and introditoe

the CCD darcuit at CCD #. Wash solution from the precipitate filtev#ll be combinel with slurry from

the underflow of CCD #4 to dilatthe slurry prior to being thickened and sent to the tailings filters. The
overflow from CCD # will combine with underflow skry from CCD # to feed CCD 38, diluting the

slurry prior to being thickened and pumped to CCD #his processvill continue increasing the silver
concentration in the overflow until the solution overflow from CCD #1 carries approximatély&@ent

of the solubilized silver. Final pregnant solution leaving the CDD circuit will depend on the rate of wash
solution and the grade dfill feed procesed,and should be around the design tenor of 200 Agm

A final wash and capture of leached silvall beachievel at the tailings filter where barren fresh water
will be combined with the underflow from CCDBi#o provided final dilution before the final pragsiuce
the tailings cake moisture to 15 percémpreparation for hauling to the dry tailingemage facility. Final
washed tenor of the moisture in tailings cake will be ardiingpmsilver.

17.5 Merrill Crowe

After the CCD circuit, the pregnant overflow from CCDw#ll flow to a pregnant solution tank for surge
capacity. The pregnant solutiavill then be clarified using leaf type filters. After clarification the
pregnant solutiowill be deaerated in the packed tower deaeration vessel wiedissolved oxygen
concentratiorwill be brought to belows ppm. The solutiorwill then pumped to thprecipitate filters.
Between the filter feed pumps and the filteanc eductowill be used to introduce low solids zinc slurry

(300 ppm zinc) to the deaerated pregnant solution. Inline mixers will insure adequate contact for the
cementation procesghere silvewill be precipitated as a solid while the fluid is transported to the filters.
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The two precipitate filters are each designed to accommodate 24 hours worth of precipitate. The
precipitate filters will be preoated with diatomaceous earthoprto the introduction of the precipitate
slurry. Filtrate will be contained for the surge after the filter cycle in the barren solution Bamnien
solution will then be used as wash water for the CCD circuit and as mix water for the zinc mixing syste

17.6 Refinery

Precipitate filter cak&vill drop from the filters into pans abetransferred to the mercury retort where it

will be dried in a vacuum at 1350 °F for about 16 hours. The ofivjalse cooled to allow any mercury

to precipitate and be ctained before the gas is vented to atmosphEhe. dried cake from the retort will

then be mixed with flux and melted in a gas fired furnace for pouring in silver dore. The silver dore is to
be stored in a safe until it is shipped off site to a refiner.
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18.0 PROJECT INFRASTRUCTURE

The Shafter Project is in Presidio County, the two principal towns of which are Marfa and Presidio. Marfa,
(population 1,800) is a local administrative center that relies on arts and culture, ranching, and tourism.
Southeast oMarfa are several bentonite mines and numerous abandoned mercury and fluorite mines.
Presidio (population 4,100) is an important administrative center for.theBorder Patrol, agriculture,
ranching, tourism, and transportation. It is located acresRithGrande River from Ojinaga, Chihuahua,
Mexico (population 23,000).

Because Shafter has been in operation recently {2012), the existing infrastructure for the project is
extensive and will require relatively little cost to return to operatioradiness. The infrastructure for
the Shafter project includes:

1 Local resources for labor and housing
Access and internal roadways
Buildings including maintenance shops, warehouses, offices, labqratory

Power supply and distribution

= =4 4 =

Utilities including water, sewage and garbage disposatl

1 Fencing and security systems
18.1 Local Resources

During development activities at Shafter2010 to 2013, employees resided in either Presidio, Marfa or
Alpine, Texasand commuted to the site daily. Experienced tgrdeind miners and mill operators were
sourced mainly from outside the area, particularly Nevada, New Mexico, Canada, and Chilu&hua.
expected that this would also be the case for a restart of operations.

18.2 Roads and Earthwork

PavedU.S. Highway 67 rus through the property between the mine facilities and the town of Shafter
itself (population <20shown in Figure 18.1 Access to the project site from U.S. 67 is by gravel road,
which is currently gated to limit access.
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Figure 181 Highway US 67Near the Shafter Roject

Site roads are adequately maintained for access to the administrative building, the warehouse, the process
facilities, and the mine portal and shatfihe road to the tailing storage facility is in need of some general
maintenance, such as grading and some berm repair, before accepting haul truck traffic.

The tailings facilityis designed and permitted as a two phase facility. Phase 1 has theydapstote
about 929,500 tongr about what has beernillad plus the total plannetb be milled inthis PEA study.

The tailings facility is permitted to hold up to 31llion total tons of dry stacked tailings. TB812 to

2013 operations deposited abd80,000 tons of tails. The planned tailings deposition required for this
study totas about750,000 tons.About 115,000 tons of wasteck from the mine is requirddr tailings
berm construction.

Figure18.2 shows the Shaftegereral arrangement map withost of the current site infrastructure.
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Figure 18.2 Shafter Project General Arrangement Map
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18.3 Buildings

All buildings remain from the 20 to 2013 operations, with most ofethoriginal furnishing and
accommodationsemainfrom when the plant last operated in 20Ihe plant area layout is shown in
Figure 18.3. Bildingsinclude:

1 A 24,000 ft2 warehouse complex, which houses the maintenance and truck S8pf®, the
warehouse (12,000 ft?), and the assay laboratqB0@5ft2),

1 A 10,560 ftz administrative building, which house the offices, first aid and training room, as well as
a data room to compile operations records

1 A 1,4750 ft2 mill process unit
1 A 2,691 ft2 MerrillCrowerecovery planand refinery and

1 A hoist building and two core shedsarthe Gold Fields shaft in good usable condition (not shown
within Figure18.3) which shows a more detailed view of the processing area).
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Figure 18.3 Infrastructure Detail near the Process Plant
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