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1.0

SUMMARY

In December 2005, intrepid Mines Limited (Intrepid) commissioned AMEC (Peruy) S.A.
{(AMEC) fo prepare a bankable feasibility study for the Casposc goid-silver {Au-Ag)
Proiect. The Project is located in the San Juan Province of northwest Argentina in the
Department of Calingasta and is approximately 150 kilometres west, or a three hour drive,
from the city of San Juan. |t is centered on approximately latitude 31°12' 8 and longitude
69°36' W, and has an average elevation of about 2,400 masi.

The site is accessible year round by road. Access to the Project north from the
international airport in Mendoza follows Natienal Route 40 via the city of San Juan to the
town of Talacaste, then along Provincial Routes 436, 414 and 12 to the village of
Calingasta (the population centre nearest to the Project), and finally along Provincial Route
412 to the main Project access road. The region can aiso be accessed from the city of
Mendoza via a separate southern route. The nearest town is Calingasta, a small village of
2,000 people, 20 km to the southeast. Paved roads lead o within 15 km of the property
boundary, followed by 17 km of gravel roads, which lead to the Project area.

The Project is located at the base of rugged terrain, characterized by low mountains with
steep slopes and ravines associated with dry drainage systems. The property is arid and
sparsely vegetated. The median annual rainfall is 75 mm and the median temperatuse is
14.5°C.

From 1883 to 1989, Battle Mountain Gold {(BMG) conducted regicnal exploration pragrams
in San Juan Province, Central Argeniina, and on the basis of Landsat interpretation and the
analysis of favourable mineralization criteria identified possible precious metal systems in
the region including Casposc. Following this, BMG carried out 8,626 m of core drilling in 46
diamaend drili holes at Casposo, as well as about 2, 400 m of trenching in 37 trenches.

Intrepid has carried out exploration on the Casposo site since July 2002. This work has
comprised mapping, channel and pit sampling, geophysics and diamond and reverse
circulation drilling. in addition to exploration, Intrepid has undertaken metafiusgical testing
of the mineralized vein systems, rescurce and reserve estimation, and preliminary
assessment studies, as well as initiated environmental baseline monitoring programs. The
work has included 165 holes {153 diamond holes and 12 RC holes) for 27,274 m.

The Kamila Zene and asscciated prospects form a mineralized corrider approximately six
km lang that is characterised by an Au-Ag-rich low- to intermediate-suiphidation epithermal
vein complex which outcrops principally at the Kamila and Mercado deposits (coilectively
the Kamila Zone). Au-Ag mineralization is structurally controlied, and occurs in
crustiferm-colioform quartz veins and stockwaorks, hosted in andesites and rhyolites.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project Mo, 150164 Payge 1-1

May 2007




The 2007 Feasibility Study was based on the propesed mining of two separate
deposits-Kamila and Mercado. The Kamila deposit is much larger than Mercado and will
be mined first. The top part of Kamiia is proposed tc be mined by open pit methods and the
deeper porticn by underground mining methods. The Kamila open pit wili consist of a large
pit {(Kamila Main pit) and a small satellite pit (Kamila SE pit) located 100 m to the southeast.

Total indicated Resources (effective date 10 October 2008) at the Kamila and Mercado
depaosits comprise 2.18 Mt grading 4.46 g/t Au and 116 g/t Ag, at a cut-off grade of 1.446 git
gold equivalent (AuEg). Using the same AuEq cut-off grade, Inferred Resources for the
deposits total 0.14 Mt at 2.12 g#t Au and 83.3 git Ag. The cut-off grade is based on a gold
price of US$450/0z, and takes into consideration assumed process and administrative
costs, recoveries, and gold:silver ratios, but does not consider mining costs as these values
are an incremental cut-off that would be applied fo loaded haulage trucks as they exit from
the open pit.

Probable Open Pit Mineral Reserves {effective date 30 March 2007) for the planned
Kamila, Kamila SE and Mercado open pits fotal 1.27 Mt at 5.4 g/t Au and 92.7 g/t Ag, using
a cut-off grade of 1.98 AuEq. A further Probable Stockpile Mineral Reserve of .08 Mt at
1.25 g/t Au and 24.9 g/t Au at a cut-off grade of 1.70 g/t AuEq is contained within lower-
grade stockpiles.

Underground Probable Mineral Reserves for the planned Kamila underground operation
are estimated at 0.41 Mt at 3.22 g/t Au and 198.3 git Ag, using a cut-off grade of
3.50 g/t AuEq. A further Probable Mineral Reserve of 0.03 Mt at 4.38 g/t Au and 1123 git
Ag, using the same cut-off grade, is contained within remnants in the planned underground.
Combined underground and remnant Probable Reserves total 0.44 Mt at 3.31 g/t Au and
191.7 g/t Ag at an AuEqg cut-off grade of 3.5 g/t Au.

The higher cut-off AuEg g/t values used in open pit and underground mineral reserve
estimation, as opposed o resource estimation, are due fo inclusion of appropriate mining
costs in the derivation of the gold equivalency equation.

The Casposc Project will generate an estimated 10 Mt of waste rock. About 2 Mt of the
mine waste rock is currently planned for use in road construction, in-pit dispesal and
underground backfill. On this basis the waste rock dump is designed to store about 8 Mt

The mine plan is based on a contract mining company providing ore to a conventional gald
and silver whole leach recovery plant to support an average milling rate of 1,000 t/d
(365,000 t/a). All facilities are designed for this throughput and operate on a continuous
basis, 24 h/d, 365 dfa. For the average life of mine head grades the overall gold and silver
recoveries are projected to be 83.7% and 80.6% respectively.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project Mo, 150164 Paye 1-2

May 2007




Average annual production is estimated to be about 50,478 oz of gold and 1.1 Moz of silver
or 68,483 oz of goid equivalent annually (using base case financial analysis gold and silver
pricing of US$500 and US$8.50/0z respectively) over the mine life of five years.

The process design and operational plan is based on existing technology. The process
flowsheet will use conventicnal primary jaw and secendary cone crushing, ball milling,
gravity concentration for coarse gold and silver, cyanide leach, counter current decantation
and washing and dewatering of tails by belt filtration. Gold and silver will be recovered by
standard Merrill-Crowe zinc precipifation and smelted o produce doré bars. The leached
tailings, following filtration to recover precious metals, will be washed and rinsed on the
same belt filter to remove cyanide. The cyanide wash solution will be collected for the
destruction of cyanide using a conventional SO./air process. The detoxified solution is
recycled to the belt filter as wash solution. This will minimize the fresh water requirements
for the process. The filtered tailings wili be trucked to a lined tailings management facility
and stacked in compacted lifts.

The planned Casposo processing plant will generate 1,600 t/d of tailings over its estimated
five year operating life, resuliing in some 1.8 Mt of tailings solids to be permanently stored
in a lined dry-stack tailings management facility.

Other than the gravel access road and a weather station, no other infrastructure currently
exists in the Proiect area. The major infrastructure required to develop the property
inciudes site roads, power generation diesel plant, water supply, fuel storage, mining
contractor area and administration faciiities.

AMEC have estimaied the capital cost to build the facilities fo first gold pousr to be
US%45.5 M including working capital and 12% contingency. Not included are estimated
sustaining costs of US$2.2 M, which are inciuded directly in the Project cash flow.

Operating costs include all costs required to process 1,000 t/d of ore including normal
surface and underground mine development and extension of principal underground mine
ramps and raises. The life of mine Total Operating Costs, including mining, processing,
and general and administration, are projected to be US$47.34/ of ore milled or US$248/0z
of gold equivalent and US$168/cz of gold net of silver credits.

Base gold and silver prices used in the financial analysis were US$500/0z and US$8.50/02.
Silver accounts for about 25% of total revenue in the Project cash flow. Results of the base
case financial analysis indicate that the Project has a potential after-tax internal rate of
return of 15 % and net present value of US$10.8 M at a discount rate of 8%. The base
case scenario has a projected payback pericd of approximately three years, from a five
year mine life.
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The results of the economic analysis represent forward-locking information that are subject
to a number of known and unknown risks, uncertainties and other factors that may cause
actual results to differ materially from those presented here.

The financial analysis indicates the Project is more sensitive to changes in metal price and
grade than either capital or operating costs and is slightly more sensitive to operating cosis
than capital costs. The IRR rises to 33% if long term gold and siiver prices are raised to
US$600/0z and US$11.50/02, respectively.

The resuits of the econemic analysis represent forward-looking information as defined
under Canadian securities law. The results depend on inputs that are subject {6 a number
of known and unknown risks, uncertainties and other factors that may cause actual results
to differ materially from those presented here. Faciors that could cause such differences
inciude, but are not limited to: changes in commaodity prices, costs and supply of materials
relevant to the mining industry, the actual extent of the mineral resources compared to
those that were estimated, aciual mining and metallurgical recoveries that may be
achieved, technological change in the mining, processing and waste disposal, changes in
operation. Forward-locking information in this analysis includes statements regarding
future mining and mineral processing plans, rates and amounts of metal production, tax and
royalty terms, smelter and refinery terms, the ability to finance the project, and metal price
forecasts.
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2.0

INTRODUCTION

AMEC Americas Limited (AMEC) was commissioned by Intrepid Mines Limited {Intrepid}, to
provide an independeni Qualified Person’s Review and Technical Report for the Casposo
gold-silver Project located in the Department of Calingasta, San Juan Province, Argentina.
The Project is operated by Intrepid’s wholly-owned subsidiary company, Intrepid Minerals
Corporation {IML). In this report, the names IML and Intrepid are used interchangeably.

The Repoert has been prepared in compliance with National Instrument 43101, Standards
of Disclosure for Mineral Projects {Ni 43-101) and documents the results of a feasibility
study on the Casposo Project completed by AMEC in March 2007 (the Feasibility Study).
As part of the Feasibility Study, AMEC alsc updated the mineral rescurces and completed a
mineral reserve estimate for the Casposo Project in conformance with the CIM Mineral
Resource and Mineral Reserve definitions referred to in NI 43-101.

The Quslified Persons (QPs), as defined in NI 43-101 and in compliance with Form
43-101F1 (the Technical Report), responsible for the preparation of the technical report
inciude:

. Willilam Colguhoun (FSAIMM), Principal Metallurgist and FProject Manager, Casposo
Feasibity Study (AMEC, Lima)}, responsible for the metailurgy and financial
evaiuation sections.

. Gary Taylor {P. Eng.), Manager Mining (AMEC, Saskatoon), responsible for the
mining secticns and reserves.

. Rodrigo Marinho (CPG, AIPG), Senior Geclogist, (AMEC, Santiago), responsible for
the resources.

. Armande Simon (R.P. Geo MAIG), Principal Geologist (AMEC, Santiago),
respensible for the geology and data analysis sections.

AMEC GPs conducted site visits to the Casposo Project between 2005 and 2007 as shown
below:

. William Colguhoun visited from 21 tc 23 March 2005, 11 to 13 January 2006 and 5 to
7 April 2006.
. Gary Taylor visited from 5 tc 7 April 2006.

. Armando Simon visited from 17 0 19 April 2005, 5 to 9 December 2005 and 28 tc 30
August 2006.

. Raodrigo Marinho did not complete a site visit.
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The AMEC Feasibility Study team visited the Project Site during 2005-2007 fo determine
sites for the process plant and on-site infrastructure, to participate in collecting sampies for
metallurgical test work and 1o investigate available support facilities and contractors for the
Project. Meetings were held with key Intrepid personnel during the Feasibility Study
regarding sampile collection, preparation and analysis, estimation of mineral rescurces and
mineral reserves, mining pians, the plant and process-related issues, tailings, permitting,

and capital and operating cosis.

The personneil and areas of responsibility for the Feasibility Study are shown in Table 2-1.

Table 2-1
Site Visit Feasibility Study

QP for 30 March
Person Company Title 2007 NI 43-161 Site Visit Date
Technicat Report

Area of Work

Principal

Metallurgist and 21 10 23 March 2085,
Witliam Cofquboun AWMEC Project Manager, aF 11 to 13 January 2008

Casposo and Sto 7 April 2006,

Feasibiiity Study

Managed preparation of
Faasibility Study. QF for
Metaliurgical, Engineering,
Environmental and Financiat
Sections of November 2008 43-
101 Report.

Mineral Resource Estimate
Section of Feasibility Study,

Fogrigo Marinho AMEC Senior Geclogist aP Mo wisit performed under supsrvision of
Mr Armando Simon
) Principal 1710 19 Aprit 2008, 6te QP for Geolegy and Resources
Armando Simon AMEC Geoloaist o % December 2008 and Sections of May 2007 43101
o3 28 1o 30 August 2006 Heport.
OF for Mining Section of
Gary Taylfor AMEC WManager Mining o B to 7 Aprit 2008 Faasibility Study and May 2007
43-101 Report
Raimudo Amenara Formerty Manager 211023 March_ 2005 Geotc_echnicai Section of
AMEC Geotechnical and Sto 7 Apri 2006 Feasiility Study
Senior 7 to 8 December 2008 Waste Rock Dump and Tailings
WMichast Shetbourmn AMEC Geotechnical and 2to4 October Management of Feasibility
Engineer 2006 Study
Heman Andrade KP Project Leader 2510 28 January, 2006 ggggﬂ?z?;ﬂ;?;ﬁ;g:ﬂ gy
Managed the preparation of the
Katia Guanira KP Mining Engineer 28 10 28 March 2007 g?;;ﬁ’;%?:;aéi%g:;i?d
Faasibility Study.
Carlos Espinoza KP Hydrogeologist 3010 31 August 2008 Hydrology Section of Feasibility

Study

The scope of work for the feasibility study included the following:

. overall study compilation and coordination
. review of proiect geclogy
. review of sample QA/QC program

. audit of mineral resources model and estimate

. reserve estimate and mine planning
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. specification and management of metallurgical test work program

. flowsheet development

. design of the process facilities

. design of mine roads and access road upgrade

. capital cost estimating

. development of proiect implementation plan and schedule

. aperating cost estimates for mining, process and adminisiration

. financial analysis

. geotechnical engineering o support mine, waste dump and site facilities design
. design of mine site infrastructure and water supply

. design of mine waste management facility

. design of tailings management facility

. acid mine drainage analysis

AMEC understands that this Technical Report will be used in support of scientific and

technical disclosure on the Casposc Project in the Intrepid Mines Limited Annual
Information Form dated March 30, 2007.

Terms of Reference

AMEC is not an associate or affiliate of Intrepid, or of any associated company, and is
independent of inirepid. AMEC’s fee for this Technical Report is not dependent in whole or
in part on any prior or fuiure engagement or understanding resulting from the cenclusions
of this Repart. This fee is in accordance with standard industry fees for work of this nature,
and AMEC’s previously provided estimate is based solely on the approximate time needed
to assess the various data and reach the appropriate conclusions.

Iy preparing this report, AMEC relied on reports and maps, miscelianeous technical papers
listed in the References section at the conclusion of this report and AMEC s experience on
similar deposit types.

Technical Reports have previously been completed for the Project by Intrepid staff, most
recently in March, 2007. The reports are on file on the Sedar website (www.sedar.com)
and the three most recent are:
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. McGuinty, W., 2007: An Ugpdated Report of Exploration Activities for the Casposo
Property, Department of Calingasta, San Juan Province, Argentina, prepared for
infrepid Mines Limited, March 28, 2007,

. McGuinty, W., and Puritch, E., 2006: An Updated Resource Estimate and Regport of
Exploration Activities for the Casposo Property, Department of Calingasta, San Juan
Praovince, Argentina, prepared for Intrepid Mines Limited November 9, 2006).

. McGuinty, W., 2008: An Updated Report of Exploration Activities for the Casposo
Property Department of Calingasta, San Juan Province, Argentina, prepared for
intrepid Minerals Corporation, February 20, 2006.

AMEC completed a feasibility study on the Casposo Praject during March 2007, entitled:

. AMEC, 2007. Casposo Feasibility Study Report, Project No. 150164, prepared for
infrepid Mines Limited, March, 2007.

A portion of the background information and technical data for AMEC’s current review of
the Project were obtained from the aforementioned reports and additional data were
provided by Intrepid.

The Effective Date of this report is March 30, 2007.

All measurement units used in this report are metric. Currency is expressed in US dollars
unless stated otherwise. The currency used in Argentina is the Argentine Peso {§). The
exchange rate on March 30, 2007 was US%1.00 equat to approximately $3.12.
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3.0

3.1

3.2

RELIANCE ON OTHER EXPERTS

The AMEC QPs, authars of this Technical Report, state that they are qualified persons for
those areas as identified in the “Certificate of Qualified Person” atiached fo this report. The
authors have relied, and believe there is a reasonable basis for this reliance, upon the
following reports, which provided information regarding mineral rights, surface rights,
permitling, and envircnmental issues in sections of this Technical Report as noted below.

Mineral Tenure

AMEC GPs have not reviewed the mineral tenure, nor independently verified the legal
status or ownership of the Project area or underiying property agreements. AMEC has
relied upon Inirepid experts in Sections 4.3.2 and 4.3.3 of this report for this information
through the following decuments.

. Bosque, Hugo Ariuro, 2006: Proyecte Casposo: Legal due diligence summary,
Hugo Arturo Bosgue o Goodman and Carr LLP, internal report prepared for Intrepid
Mines Limited, November 13, 20086.

. Certificate of Title Document, 2006: Certificade de Titularidad: cerlified copy of
certificate of title to the Kamila Mina, internal document supplied to infrepid Mines
Limited by the Corte de Justicia, San Juan, April 18, 2006.

. McGuinty, W., 2007: An Ugpdated Report of Exploration Activities for the Casposo
Property, Department of Calingasta, San Juan Province, Argentina, prepared for
infrepid Mines Limited, March 28, 2007,

. Emails and discussion meetings with intrepid during the completion of the feasibility
study.

Surface Rights, Access and Permitting

AMEC GPs have relied on information regarding Surface Righis, Road Access and
Permits, inciuding the status of the granting of surface rights by the Argentine Government
for land designated for mining, milling, dumps and tailings impoundments and have relied
on opinions and data supplied by Intrepid representatives for Sections 4.4 and 4.5 of this
report as follows:

. Ry J Lopez Aragon, 2006: Tax Review: Contadores Publicos review or Argentine
Taxation regime, internal document prepared for Intrepid Minerals Ltd., December
2006.
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. McGuinty, W., 2007: An Ugpdated Report of Exploration Activities for the Casposo
Property, Department of Calingasta, San Juan Province, Argentina, prepared for
infrepid Mines Limited, March 28, 2007,

Environmental and Socio-Economic

AMEC QPs have relied upon the environmental status and mine closure plan for the
Properties documented in Sections 4.6, 4.7 and 18.5 of this report as prepared by opinions
of experts retained by intrepid, through the following documents:

. Knight Piésold, 2007: Sections 8, 9 and 10, Casposo Feasibility Study.

. Emails and discussion meetings with Intrepid and Knight Piéscld personnel during
the completion of the feasibility study.
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4.1

PROPERTY DESCRIPTION AND LOCATION

{ ocation

The Casposo Project is situated about 150 km northwest of the city of San Juan, in the
Department of Calingasta, San Juan Province, Argentina (Figure 4-1). The Property is at
approximate latitude 31°12° § and longitude 69°36" W and centred on coordinates 6548000
north, 2438000 east (Gauss Kruger, Datum Campo Inchauspe 1968 Zone 2).

Mineralization defined fo date is hosted in the Kamila and Mercado deposits, together
referred to as the Kamila Zone {Figure 4-2).

Figare 4-1
Property Location Plan in Relation to Country and Province Boundaries

asposo Gold/Silver Project

£8 kilomatras

MNote: Figure supplied by Intrepid Mines Limited.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 4-1

May 2007




4.2

Figare 4-2
Property Location Plan in Relation to Regional Centres

MNote: Figure supplied by Intrepid Mines Limited.

Overview of Argentina

Argentina is the second-largest country in South America after Brazil and the eighth largest
in the world. The population of the country is about 39.5 M, approximately just under half,
or 18 M, live in the capital region of Buencs Aires.
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4.2.1

422

Argentina can be separated inte four major physicgraphic regicns: the Andes Mountains in
the west, the fertile lowiand and subtropical rainforests in the north, the mix of humid and
dry, fiat expanses of the Pampas in the cenire of the country, and the pastoral steppes and
glacial zones of Patagonia in the exiteme south. The principal watercourses are the
Parana, Uruguay and Paraguay rivers, which drain into the Rio de la Plata Basin in
northern Argentina. [n the south, the Colorado and Negro rivers, which criginate in the
Andes, fiow to the Atlantic Ccean.

Argentina’'s major cities include Buenos Aires, Cordeba, Rosario, and La Plata. The
country has some 216,800 km of highways, 62,000 km of which are paved. Other
fransportation infrastructure includes abeout 38,000 km of railway line and 11,080 im of
navigable waterways. Argentina’s main ports and harbours inciude Bahia Blanca, Buenos
Aires, Comadore Rivadavia, Concepcion del Uruguay, La Plata, Mar del Plata, Necochea,
Rio Gallegos, Rosario, Santa Fe, and Ushuaia. There are about 1,200 airports in
Argentina, some 32 of which receive regular commercial flights. Ezeiza international
Airport, located 34 km from Buenos Aires, serves many international airlines as well as the
national airlines. The other international airports in Argentina are generally used for flights
o neighbouring countries anly.

Demographics and Government
The following summary is cited directly from the ClA Factbhook (CiA, 2005).

Approximately 85% of Argentina’s population is of European descent, with the remaining
15% comprised of mestizos {persons of mixed Spanish and indigencus background},
indigenous, and other mincrilies. Spanish is the official language of Argentina, and is used
for government and commerce. There are 17 indigenous languages, which are not widely
encountered outside of the small towns and settlements.

The Naticnal Constitution affirms that Argentina is a federal country with three levels of
siate: federal, provingial, and local. The Constitution is based on the republican docirine of
the division of powers into three different areas: executive, legislative, and judicial. The
federal state is ruled by a presidential system.

Business investment Climate in Argentina

The following summary on Argentina’s economy is cited directly from the CiA Factbook
(ClA, 20085).

Argentina benefits from rich natural resources, a highly literate population, an export-
oriented agricultural sector, and a diversified industrial base.
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4.2.3

4.2.4

Mining

The value of Argentina’s mineral production has increased significantly in the last decade,
mainly due to the implementation of large scale mining. In 2003, the value of mineral
production totalled US$1.1 billion, of which roughly two-thirds came from large-scale mining
companies. The remainder was from the small- and medium-sized mining companies.
About 55% of the production came from 12 provinces. The leading producing provinces
were, in decreasing order of value, Catamarca {copper, goid, and lithium), Buenos Aires
{crushed stone and limesione), and Santa Cruz (gold and silver). These three provinces
represented 77% of Argentina’s mineral production. About 70% of the production was
exported.

Metal Mining in Argentina

Historically metal mining has not played a dominant role in Argentina’s economy, but this
situation has changed during the last five years. While industrial minerais and building
materials accounted in the past for nearly two thirds of the total mining production,
Argentina’s gold production raised to 1.1 Moz of gold in 2003, becoming the 14ih-largest
world producer (fourth in Latin America, with 7% of the goid outpu of the region; Torres,
2004).

Argentina is one of three producers of primary aluminium in Latin America, accoeunting
approximately for 12% of this total. The country was Latin America’s third leading producer
of lead (after Perd and Mexico) and steel (after Brazii and Mexico). [t was the fourth
leading producer of copper {after Chile, Perd, and Mexico) and primary iron and pig iren
(after Brazil, Mexico, and Venezuela). Argentina was the fifth leading producer of silver.

Argentina and Chile signed an agreement in 19587 reguiating the mining activities on shared
border zones {Tratado de Integraciéon y Complementacién Minara Chileno-Argentina).
Under this agreement, exploration and mining have dramatically increased {Torres, 2004).
The most recent development in this sense corresponds to a protecal signed in January
2006 to facilitate the exploration of the Amos-Andrés geld-copper-molybdenum and the
Vicufia goid projects, both located in border area between Central Chile and Argentina.

Mining Industry and Leqgislation
Information in this section is taken from Godoy (2007) and Torres (2004).

The Asgentine Mining Code which dates back to 1886 is the legislation which deals with
mining in the country. Special regimes exist for hydrocarbons and nuclear minerals. In the
case of most minerals, the Mining Code dictates that the owner of the surface is not the
owner of the mineral rights; these are held by the State. The State is also bound by the
Caode to grant to whoever discovers a new mine the righis to obtain a *mining concession”.
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Owners must comply with three conditions; payment of an annual fee, investmeni of a
minimum amount of capital, and the carrying out of a reasonable level of exploitation.
Failure o do so couid fead to forfeiture of the property back to the State.

The administrative crganization for mining-specific reguiation is the Federal Ministry of
Planning, Public Works and Investment which has a Mining Depariment headed by the
Secretary of Mines. The Argentine Mining Law is a federally drafted law implementad
through bi-lateral accords with the provinces who have jurisdiction over mineral righis. In
recent years several provinces have made changes to the federal law as it applies in their
jurisdictions in response to local initiatives. San Juan Province, where the Casposo Project
is located has made very few changes to the cusrent federal statute.

In 1980, an amendment recognized the need for modernizing the production and
classification of minerals, size of individual mining areas (fo encourage development of low
grade deposits) and elimination of miners’ rights National governments from exploiting
mineral fields and to encourage foreign companies to engage in mining operaticns through
public tenders.

In 1893, Argentina implemented a new Mining investment Law (No 24,186), a Mining
Reorganization Law {No. 24,224), a Mining Modernization Law (No 24,488), a Mining
Federal Agreement {No. 24,228), and a Financing and Devolution of IVA Law (Na 24,402).
Amendments were alse made to update the Mining Law (Decree 458/97). These
amendments offered attractive economic incentives for exploration and mining o
foreigners, and include both financial and tax guarantees. This group of laws also creates
the basis for federal-provincial harmonization of mining rules such as import duty
exemptions, unrestricted repairiation of capital and profits and a 3% cap on Provincial
royalties.

In 2001, Law 25.429 “Updaie of the Mining investment Law” was passed and in March
2004 approval was reached for a key provision of the Law allowing refund of the VA (or
value added tax) for exploration related expenses incurred by companies registered under
the Mining Investment Law.

In 1995, Law N° 24.585 Environmental Protection (Mining Code) was passed and provides
regulation for operations and enviranmental reporting at the exploration and exploitation
leveis.

In summary, the major changes to the mining code encempass:

. Expioraticn areas have been increased to a maximum of 160,000 ha per company
and per province.
. Exclusive aerial prospecting areas of 20,000 km? are aiso permitted.

. A guarantee of tax stability for 30 years.
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. Expenditures made in prospecting, exploring and construction of mining installations
are tax deduciible and value added taxes are recoverabie.

. Imports of capital goods, equipment and raw material are exempt from import duties.
. Royalties will not exceed 3% of the ex-mine value of the exiracted mineral.
. Environmental funds to correct damage are required and are deductible from income

taxes; a Naticnal system of permanent mining environmental monitering is set up.
Implementation at the provincial level has been variable and inn 26064-05 San Juan
province began to increase staffing for monitoring pusposes.

. Municipal taxes on mining were eliminated.

. Systemization and digital conversion of mining property registers has been
implemented to varying degrees of success in each province and the definition by
geographic co-ordinates now establishes mining righis.

In addition to the legal changes previously referred o the Argentine government has taken
poiitical steps to raise the profile of mining within the domestic industrial regime. A position
of Secretary of Mines has been established, giving a seat at federal cabinet to the
government’'s mining portfelic. This change was also made at the provingial level in San
Juan Province in early 2004. The Secretariats are also commissioned to foster mining
invesiment, participate in cooperation beiween international and inier-jurisdictional
depariments, and to oversee environmental, iabour and hygiene issues related to mining.
They respond to and govern initiatives of the National Mining Commission (which
supervises the couniry’s mining policy} and oversees the National Geological Service
Beard {SEGEMAR, which functicns as a naticnal Geological Susvey).

4.25 Mineral Property Title

A Cateo {exploration right) is an area of land staked during the early stage of exploration. In
Argentina, this is called the “Prospecting Stage”. Cateos may be contiguous or separate
and are subject to certain restrictions on size. A Cateo is sub-divided intc 500 ha units with
a defined exploration term determined by the cumulative number of units comprised. The
maximum possible term is 1,100 days for the maximum lease size of 10,000 ha
commencing from the grant date. Prior to #is expiry, the holder of a Catec may apply at any
fime for conversion to one or more ‘Manifestacidn de Descubrimiento’ {(Application period
for a Mining Lease) or ‘Mina’ (Mining Lease) righis within the perimeter of the Cateo up o
its full area. Minas and Manifestaciones can alsc be established as the result of a
discovery in open ground. A mining lease is subdivided into a minimum of two
pertenencias, which are generally 6 ha for small deposits and 100 ha for larger,
disseminated deposits.
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To apply for a Manifestacién or Mina, the applicant must present a representative sample of
the cutcrop as the discovery and indicate its co-ordinates and the surrounding area to be
covered by the title. After about a 8-month period the Manifestacion will be registered and
convert to a ‘Mina’ or Mining Lease. Conversions and applications are administratively
dependant and not date-dependant and are therefore not automatic. Processing times
from one provingial jurisdiction te another may vary.

Royalties

Provincial Mining Royalty

According to the Mining invesiment Law {Law No. 24.196), mining royalties in adherent
Provinces (San Juan included) are capped at 3% of the mineral’s mouth-of-mine value.
Generally the Provinces determine mining royaity benefits in order to promote added-value
activities, according to the following:

. Mining ore anly: royalty of 3%.

. Milling: royalty between 1% and 2%. This category applies fo companies producing
doré bars and concentrates.

. Finai elaboration: between 0% and 1%. This royalty rate range applies to companies
making final products such as jewsllery.

A 1% royalty rate should be applied to Intrepid since doré bars will be produced and,
although this issue is subject to negotfiation with the Provincial Mining Bureau, it is
understood that a 2% royalty rate should be applied to mining companies producing
concentrates.

Production Royalty

Additional royalty paymenis are required o be made during produciion to other
independent parties by Intrepid as a result of land purchase agreements (4.3.2).

Taxes and Duties

This section summarizes the current tax regulations applicable to the Project in Argentina,
including those covered in the Mining Investment Law (Ley de Inversiones Mineras), and
any special benefits given to Intrepid for being registered in the Law. The relevant laws and
number of rules and resoiutions are numerous.
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There are five taxes at the federal level that will be applied to the Project: the coerporate
income tay, the value added tax {IVA using the Spanish acronymy), the export tax, the debits
and credits tax, and the “Bienes Personaies” (Personal Assets) tax. The Mining
Investments Law exempis mining companies from paying two addifional dutiesftaxes:
import duty and assets tax. The varicus taxes and duties are described below.

At the provincial level an additional gross income tax is levied on gross sales at a rate of
3%, payable monthly. Gross sales of the mine are taken as total sales less cost of sales.

Income Tax

According to R v J Lopez Aragdn, an Argentine taxation consuliant retained by Intrepid to
complete a tax review, the general Argentine federal tax rate applicable fo the Project will
be 35% (R vy J Lépez Aragon in AMEC, 2007).

Value Added Tax (IVA using the Spanish Acronym)

The general IVA rate in Argentina is 21%, although other rates are also applicable for
certain services such as telecommunications, electricity, water and gas {(27%), and the
purchase or definitive import of certain capital goods (10.5%).

In Argentina, mining companies that export 100% of their production are entitled to the
following:

Exploration IVA Recovery:

Mining companies can ask for the reimbursement of the IVA paid as a result of the
purchase of goods and hiring of services applied to mining exploration. VA fiscal credits
can be asked for after 12 mo of thelr inclusion in the tax affidavits. This stage of IVA
recovery finishes with the completion of the feasibility study.

Early IVA Recovery or IVA Financing:

Mining companies are eligible to recover within 60 days the IVA paid as a resuif of the
purchase and/or imporis of equipment and infrastruciure.  Alternatively, mining companies
can finance the payment of IVA derived from the purchase and/or imports of equipment and
infrastructure with a lecal financial institution {up to 12% interest is paid by the Argentine
government). These benefits, which cannot be combined, apply during the construction
pericd.
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VA Reimbursement o Exporters:

Exporters can recover almaost immediately the VA they pay for the purchase of goods and
services applied to the export activity.

Export Tax

In Argentina, exports of doré bars are subject to a 5% Export Tax.

Debits and Credit Tax

This tax appiies to bank transactions, and the rate is $.6% for debits and 0.6% for credits.
Up o 34% of the tax paid can be computed as a tax credit in the income tax and can be
carried forward.

There are some exemptions such as:

. transfers between current accounts of the same company;

. credits in current accounts ogiginated in bank loans regulated by Law No. 21.528;

. credits in current accounts as a result of exporis.

The Debits and Credils tax was provisional and, according te Law No. 25.688, was

applicable only up to December 31, 2005, However, this tax has since been prorogued and
applies to the project.

“Bienes Personales” (Personal Assets) Tax

This tax is applied o the sharehoclders’ equity of intrepid at a 0.5% rate and is payable by
Intrepid’s shareholders. However, if shareholders are non-residents in Argentina, Intrepid
has the abligation to pay the corresponding tax on behalf of the non-resident sharehoider.

Import Buty

Article No. 21 of the Mining invesiments Law grants the exemption of import duties,
including the “Tasa de Estadistica”, for the import of capital goods, special equipment,
spafe paris, and certain supplies included in a list prepared by the Federal Mining
Secretariat.
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Assets Tax

Mining companies are exempt from paying this tax based on Article 17 of the Mining
Investment Law.

Municipal Tax

Town council do not charge taxes, they charge rates, called municipals, to services
{cleaning, street lighting, public reads maintenance and inspection laws).

Surface and Private Property Rights

Access over surface property rights in Argentina is abtained through the Ministry of Mines,
who are reguired to communicate with the surface owners and ensure that they cooperate
with the activities of the expioration/mining companies. Notice ¢an be difficult due to
delayed filing of personat property title changes and regisiry as well as imited staffing and
mobility of the relevant authorities.

Private property rights are secure rights in Argentina, and the likelihood of expropriation is
considered low. The Argentine legal and constitutional system granis mining properties all
the guarantees conferred on property rights, which are absoiute, exclusive and perpetual.
Mining property may be freely transferred and purchased by foreign companies.

Environmental Regulations

Under Argentine Mining Law, the State Mining Secretary (SMS) of the San Juan Province
manages the environmental approval system for new mining projecis. The applicable
evaluation process of the Environmenial Impact Assessment (EIA) is defined by the
Escribania de Minas (EDM) according to the size of the mining project.

The new Decree of the Provincial Law 1679 8MS, dated October 2006, states that for smali
and medium mining projects in San Juan Province, the EIA must be presented together
with the Feasibilily Study. This allows the SMS to determine the size of the deposit in order
fo set up the members of the Evaluation Commission, as well as the corresponding terms
of reference.

The environmential approval process is summarized as follows:

. The applicant completes the Environmental Baseline Studies and EiA and this is
presented to the SMS8. The SMS will forward this to the EDM within 24 b to
determine if the project is classified as a small (<8,000 t/d} or medium scale
{>8,000 t/d <25,000 t/d) project.
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. The Mine Environmental Authority (AAM) will deliver the EIA to the Comisidn
Evaiuadora Multidisciplinaria Ambiental Minera {CEMAM) and the Provingial Mining
Consulting Council.

. The CENAM will consist of several institutions and within no more than 5 working
days, will designate a representative and assistant that will evaluate the EIA. Within
30 working days for small projects, and 45 for medium projects, CENAM will issue a
technical assessment on the acceptance, or rejection of the project's EIA. After this
period the SEM will request the applicant fo respond to any comments andfor
guestions about the Project.

. The CENAM may request preseniations or expositions of the ElA, as well as
meetings with the representiatives of the applicant and their consuitants, inspection
vigits, or demand opinions to professionals and other crganizations.

. The applicant has a 30-day pericd to submit their replies to CENAM’s comments and
guestions.

. The CEMAM will then take a further 30-day period to review the documentation and
announce its decision on the approval for the EIA.

. The appilicant helds community meetings according tc the previous Community
Participation Plan.

. The AAM will continue with a consulting process issuing an announcement in the
Provincial Bulletin over a 3 working day period and allowing anyone interested to
have access to the EIA (for 5 working days for small projects and 10 working days for
medium proiecis).

. Comments or obiections should be presented in writing to the Secgretary of Mines
within 3 working days for small projecis and 5 working days for medium projects,
counied from the day after public consultation’s due date. The ElA will incorporate
community inputs.

. Once the EIA is approved, proceedings towards graniing of the Environmental
License starts. it is estimated that ancther 30 day pericd is needed to prepare and
grant the Environmental certificate, which is valid for 2 years.

After obtaining the EIA, the applicant must apply and obtain varicus permits and
autherizations from the Province of San Juan to proceed with Project development. The
permits and authorizations demenstrate compliance with current legisiation for the
construction and cperation of mising operaticns.
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4.3

4.3.1

4.3.2

Project Tenure

Company Registration

Infrepid’s Argentine branch office, intrepid Minerals Corporation Sucursal (IMLS) is duly
registered under Argentine law having registration number 448 as of January 29, 2004.
IMLS applied for its first refund in 2005.

Tenure History

In 2800, Battle Mountain Gold Corporation (BMG) was issued the Kamila Mina {Mining
Lease) #520-0438-M-98. This mining lease covers the former Casposc Cateoi
546094-B-94 {Prospecting License) and the subseguent Manifestacidn de Descubrimienio
(Declaration of Discovery) #520-0438-M-88. The conditions of the Mining Lease are
defined under Ministerial Resolution No. 52-DM-2000, a copy of which can be found in the
offices of the Gobierno de la Provincia de 3an Juan, Secretaria de Mineria, Mesa de
Entradas y Salidas.

The Kamila Mina Lease was subsequently held by Newmont Mining Corporation after the
merging of BMG and Newmont on January 10, 2001. Ownership of the Kamila Mining
Lease was assigned to Newmont Mining on October 17, 2001 and then by private
agreement to a former employee, Mr. Eduarde Antonio Machuca on May 14, 2002.

On May 17, 2002, the Ministry registered the transfer of ownership to Eduarde Antonio
Machuca, who at that ime held clear and valid title to the Kamila mining lease. However,
by November 25, 2002, the Kamila mining lease was registered to three partners: Eduardo
Antanio Machuca, Hugo Arturo Basque and Luis Alfonso Vega.

On May 22, 2002 IML signed a “Letter of Intent” with twe of the vendors (Eduardo Machuca
and Hugo Bosque) owning the Kamia Lease. On July 1, 2002 IML signed a “Rental
Agreement with Option to Purchase” (the Agreement) with the three owners of the Kamila
Lease, Eduardo Antonio Machuca, Hugo Ariurc Bosque and Luis Alfonsc Vega for a 100%
interest in the “Kamila Mine Property” subject to “Optlion Payments” totalling US$300,000
over two years (US$50,000 payable on signing} and te a *Reserve Royalty” of US$1/oz of
goid equivalent {up to a maximum of US$450,000).

The royalty is based on mineable and recoverable reserves defined by a feasibility study
and was to be paid on or before July 1, 2005. The Agreement was then re-siructured so
that beginning in 2006, annual payments of US$150,000 were scheduled o be paid by
Intrepid to the vendors each July, until the royalty total of US$450,0600 is paid, or the
property atiains commercial production. A paymeni of US$150,00C was made in June
2006, a further US$150.000 is due in July 2007. On production, a “Production Royalty” of
US§6/0z of goid equivaient wili be paid to the vendors, net of any advanced royaliies. Gold
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equivalent cunces mined surpassing 450,000 oz will be subject to reduced royaity
payments of US$5/0z of gold equivalent. As of December 31, 2006 Intrepid reports that
they have completed all its prescribed cash commitments.

In addition tc the Option and Royalty payments, Intrepid committed to a total of
US$600,000 in exploration expenditures over the first two years of the Option period on the
property, of which a minimum of US$3006,000 would be spent in each year. Intrepid met
this first year minimum investment obligation by spending in excess of US$493,000 by June
30, 2003. By June 30, 2004 Intrepid had completed expenditures of US$838,133,
exceeding the US$800,000 requirement.

The Agreement is also subject to a 5 km “Area of Influence” surrounding the Kamiia mine,
so that any new land within this area would be subject to the same terms as those set out in
the Agreement. Since 2002, Intrepid Minerals has been applying for contiguous iand areas
as Cateos to cover prospective ground adjacent {o the Kamila Lease.

On February 8, 2006, the three original vendors (Eduardo Machuca Woodbridge, Hugo
Arturo Bosque and Luis Alfonsc Vega) transferred the fitle to the Kamila Mine property to
Intrepid Minerals Carporation Sucursal. On July 4, 2008, Intrepid Mines Limited announced
the completion of the merger between Intrepid Minerals Corporation and NuStar Mining
Caorpeoration Limited. As a result of the merger, infrepid Minerals Corporation became a
wholly-owned subsidiary of intrepid Mines Limited. inirepid Minerals Corporation Sucursal
remains a branch office of Intrepid Minerals Corporation, and the holder of the Casposo
property mineral titles.

Tenure Details

The Casposc Project covers an area of 35 km?, and comprises a Mining Lease, five
exploraticn Cateos (Exploration Concessions) and one Manifestacion (application stage for
a Mining Lease). The current tenuse is shown in Figure 4-3 and summarised in Table 4-1.

Althcugh still active, Cateos 313 and 120 reported by Intrepid in 2006 (McGuinty, 2006 and
McGuinty and Puritch, 2006) have been covered by Manifestacion 414-1348-1-05, named
Julieta. Until granted, there are no expiry dates for Cateos. The twe granted Cateos have
been superseded by this Manifestacion, which is awaiting survey prior to conversion to a
Mining Lease.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Payge 4-13

May 2007




Figare 4-3
Project Tenare
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MNote: Figure supplied by Infrepid Mines Limited. The figure is orientated with north to the top of the plan. Tenements
Carmen Alte, Marcela, La Junta, San Jorge, Altos de la Manrigue and Timbirimbas are not discussed in this report.

Casposo Project — San Juan, Argentina

Technical Report on Feasibility Study

Project No. 150164 Payge 4-14
May 2007




4.4

Table 4-1
Project Tenure Sammary

?;?ap;:y Property Yype Daéer;:itizlly Nasme {2:; Province Notes
Casposa gﬂg%iasﬁ_gs Ray 30, 200G Karnila 500 San Juan ;E:i:s;Zfreei;ii ?nrl{rjepi o
?;?ap;:y Property Yype Date :iéf;; Title Nasme {‘::;) Province Notes
Casposa E;gig;a;itéﬂzggtzeo August 15, 2003 {110 39780 San Juan Fuklzshed
Casposa E;gi::rzaéitéﬂzgg;eo June 20, 2003 MR 221120 San Juan g::ﬁé?ig:mmg
Casposa E;gi?;a;igﬂzgg;eo June 20, 2083 MNfA 232613 San Juan g’f;:gi g: nding
Casposa E;gig;&;i(éﬂzggtzeo August 15, 2003 NSA 1591.58  San Juan Pubfished
Casposa Mina 414 13451 Bacember 18, 2006 Julieta 2B24 868 San Juan Survey arder requested

2005 and legal fisld report filed

Project Surface Rights

Intrepid conducted a compiete study of current surface ownership related to the Mina and
Cateos, which comprise the Casposo Project in 2003-2004. Surface rights in Argentina
are not associated with title fo either a mining lease or a claim and must be negotiated with
the landowner{s).

In 2004, intrepid negotiated with a group of property holders who held non-subdivided
{condominium) interests for the surface rights over the Project area. As at December 31,
2004 Intrepid had secured 92% of the condominium rights to the property. There has been
no change in the percentage of condominium righis held since that date. intrepid hold
sufficient surface rights to allow the planned mine development to ge ahead.

In order to access the northern portion of the Kamila mine a new access road was
consiructed via Quebrada La Puerta in 2005. A new Right of Way was requested for this
road in Getober 2005 and approval of the application is still pending. The Right of Way
request has the following reference: 414.1346-V-05 Dpto. Calingasta - Pampa de ia
Puerta - DM No. 8 Servidumbre de Camine. The access request is not required to be
finalized for project construction. The equity and the currently held right-of-way permit
secure fuiure access for exploration and development purposes.

The property purchase has been approved by the Border Guard, the agency which reviews
foreign ownership aleng national border areas in Argentina.
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4.4.1

4.4.2

4.4.3

Camp Easement

In 2008, a request to establish a camp easement was filed with the San Juan government.
This is a standard step in the title process so as to identify the location of operations. The
area submitted was preliminary, as economic deposits and infrastructure sites had not been
delineated. In late 2004, an amendead Mining Camp easement plan was submitted tc more
correctly identify the area of potential operations at Kamila. To date, this right has not been
granted; however there is a reasonabie expectation that Intrepid will be granted the
easement rights.

Capital Investment Report

A Capital Investment Repori was completed by infrepid during 2000 to 2001, which outlined
the development plan and expenditures to be completed on the property over a 5-year
periocd.

The minimum required capital investment under law is 300 times the mining canan {fee) set
at $80C0 per pertenencia (refer to Subsection 4.2.6). The minimum invesiment reguired on
the Casposo property is therefore 4.8 M Argentine pesos (at current exchange rates, about
US$1.55 M). Payment of the annual cancn by the titieholder must commence within three
years of the date of inscription of the mining lease. Payments of $28,600 are due to be
paid by Intrepid annually, on the August 31 anniversary date.

As of December 31, 2008 Intrepid reports that all mining cancns have been paid.

Surveys

On June 17, 2003, a survey edict for the Kamila mining lease was published. This edict
provided the guidelines for legal survey of the Mina. The submission of the completed
survey was the final step in the lease title process. Upon filing and publication of the legal
survey, the property has full and transferable exploitation rights subject to permitting. A
standard mine survey requires a 2 m-high, steel post monument with a cement base to be
constructed at the corners of each pertenencia. These pertenencias are Iaid out in & best-
fit pattern related to the Mina boundaries. The Kamila Mina comgrises 35 pertenencias and
wolld have required 56 surveyed monuments 1o be in accordance with the mining iaw. In
2004, Intrepid appiied to modify the survey by reducing the number of internal cement
markers by only surveying the perimeter and the area of the delineated minerat deposit.
The modified survey was accepted by the San Juan government and the survey was
completed in November 2004 and inspected in December 2004,

On December 18, 2005 Council of the mining department of San Juan approved the final
resolution of ownership for Casposo.
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Permits

Intrepid will require various permits and authorizations from the Province of San Juan o
proceed with the development of the Casposo Mine Project. The permils and
authorizations demonstrate compliance with current legislation for the construction and
operation of the mine.

A project permit is required in order to obtain all of the other permits and authorizations.
This permit is referred to as the “Envirecnmental impact Declaration (EiD) Resolution” and is
granted by the Subsecretaria de Estadc de Mineria (Undersecretary of Mining) in
accordance with the requirements of National Law 25485, Environmental Protection for
Mining Activily. The requirements are incorporated in the Mining Code as Title Xlll,
Section 2, to which the Provinge of San Juan adheres through Provincial Decree 1426/96.

The following subsections describe the other main permiis that Intrepid must apply for and
be granted subsequent to obtaining the EIA (see Section 4.2.10).

Use of Surface and Groundwater Resources

These righis are granted by the Undersecretary of Water Resources through its Hydraulics
Bepartment, and must adhere to the following criteria included in the Water Code:

. demonstrate that the requested resource exists, which in the case of groundwater
means demonsirating its discovery and flow,

. demonstrate that the granting of rights does not damage or reduce the rights of
others.

To grant water rights, the Hydraulics Department has added another requirement: prove
that the use of the requested resource will not adversely affect the respective aquifer.

Discharge of Liquid Effluents

Different authocrities are responsible for approving this application, depending on the type of
system that will collect the industrial and/or domestic effluent and the guality of the effluent
o be discharged into the ground or waterways.

. Authorization for a Private Sewer System: Public Health Secretariat Law 2.553
{Sanitary Code).
. Certificate of Discharge Feasibility: Provincial Law 5.824 Regulation Decree 683.

. Certificate of Discharge Authorization: Provincial Law 5.824 Reguiation Decree 683.
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Cultural and Natural Patrimony

This permit is required by the following three laws, which are designed to protect
archaeological and paleontcological resources as a part of the nation’s cultural heritage:

. Provincial Law 6.801

. Regulatory Decree 1134/01

. Naticnal Law 25.743, Regulatery Becree 1.022/2004

Permits are authorized by the Human Development Ministry of the Province of S8an Juan,
represented by the Undersecretary of Culture of the Province of San Juan. As part of the
application, the following decuments must be submitied:

. A report on “Property that is Part of the Natural and Cultural Patrimony”.

. Filing of “Foriuifous Finding of Properties” documentaticn if any items identified on
the property may significant to the Culturai and Natural Heritage of the Province.

. Request for “Releasing the Area’.

Disposal of Solid Non-Dangerous Industrial and Domestic Waste

This permit is related to Provincial Law 7.375, as modified by Provincial Law 7.396, on
Solid and Urban Waste, Conirolied Disposal Sites and provides the iegal requirementis for
the control of industrial and domestic waste, along with other disposal requiremenis. In
terms of controlled dumps or landfiils, the Law establishes that siting and construction must
take place in an appropriate and approved sife, in compliance with musicipal regulations
and must meet the requirements established by Provincial Law 8.571 of the Environmental
Impact Assessment, modified by Provincial Law 6.800.

Transport and Disposal of Hazardous Waste Permit

This permit applies te the transport and disposal of materiais such as oil and grease.
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Storage of Chemical and Toxic Substances

Becree 1065/98, modified by Decree 1161/2000, establishes that persons or entities, and in
general all those invelved in the producing, making, preparing, elaborating, repackaging,
distributing, commercializing, retailing, wholesaling, storing, importing, exporting,
fransporting, transferring, and/or performing any cther national or international transaction
involving substances included in Lists |, 1l and 1l of Annex | of the Decree must be registerd
with and inscribed in the special registry kept by the Registro Nacional De Precursores
Quimicos (National Regisiry of Chemical Substances) before beginning any operation
(SEDRONAR).

Fuel Storage

National Law 13.660 and its Reguiatory Decree require that the construction, enlargement
or medification of fuel deposits (liquids, gases or mineral solids) must be authorized by the
Executive Branch, and in conformance with the law. The Law alsc stipulates registration
with and inscription in the Registro de Bocas de Expendic de Combustibles Liguidas,
Ceonsumo Propio according tc Resolucion Nacional 404/34 of the Secretaria de Energia
{Registry of Liquid Fuel Outlets for Own Use according to National Resolution 404/94 of the
Secretary of Energy}. The designated authorily for enforcement of this regulation and the
resolutions cited is the Secretaria de Energia de la Nacién (National Secretary of Energy),
which reporis to the Ministeric de Economia y Obras y Servicios Plblicos (Ministry of
Economy and Works and Public Services).

Authorization for the Installation of a Food Factory and Dining Room Permit,
Permit for Water Treatment Plant, Potable Water Quality Certificate, Authorization
for Private Potable Water System

Based on the provisions of Article 2 of Provincial Law 2.553, known as the Sanitary Code,
the Province has the responsibility to safeguard health throughout its territory in accordance
with national and municipal reguirements, in order fo ensure the adequate health level of its
inhabitants.

This reguirement is satfisfied by health protection, promotion, and restoration activities.
These include activities related o environmeniai heailth; promeotien and controi of drinking
water; disposal of sewage; control of insects, rodents, garbage, and animals; control of
foodstuffs; and the sanitary improvement of dwellings, industries, and premises, among
others.

According to Provincial Law 3.705-72 and Resolution 1112-MEyAS-94, is administered by
the Cadigo Alimentaric Argentino {Argentine Food Code) in the Provinge of San Juan is the
Secretaria de Salud Pablica (Public Health Secretary), through its Divisién Bromatologia
{Bromatalogy Bivision), through the authority delegated by national health authorities.
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Boiler Systems National Law 19.587 (Sanitary Code)

According to Article 18 of the Sanitary Code, the installation and functioning of boilers in
private buildings must be controlled by the saniary authorities. Such facilities must fulfil
the requirements of the Ley de Higiene y Seguridad (Hygiene and Safety Law), National
Law 19.587.

Camps and Civil Constructions

For the construction of camps and general civil construction the applicant must obtain a
Building Permit from the Direccion de Planeamiento y Desarrollc Urbanc (DPDU} de ia
Provincia de San Juan (Planning and Urban Bevelopment Depariment of the Province of
San Juan).

The Feasibility Certificate or building site location, is the approved location of the Project
granted by the governing provincial authority {the DPDU), who administer the Cédige de
Edificacién de la Provingia (Provincial Building Code) and are responsibie for the control of
all construction aclivity in the Province.

Awarding of this permit has eight required steps:

. Feasibility Certificate of building location.
. Approval of building plans suitable for construction.

. Certificado Final de Obra Resolucion 5580 [Codigo de Edificacian de San Juanj,
Direccidn de Planeamientc y Desarrollo Urbano (Final Building Certificate Resolution
5580 [San Juan Building Code}, Planning and Human Development Department).

. Certificado de Normas de Higiene y Seguridad en el Trabajo Ley Nacional 19587,
DPBU {Certificate of Work Hygiene and Safety National Law 18.587. Planning and
Urban Development Depariment).

. Fire Department Certificate, National Law 18.588, Direccién de Bomberos {Fire
Department}.
. Habilitaciéon de Obras Civiles de Construccion [Tasa Munigipall de la Municipalidad

de Calingasta {Building Permit [Municipal Tax} from the Municipality of Calingasta).
. Indoor Electric installation Permit from the Municipality of Calingasta.

. Potable Water Quality Certificate: Provincial Law 2.553.
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Explosives

Everything reiated to “The acquisition, use, possession, bearing, transmission under any
title, transpert, infroduction into the country, and importation of firearms and hand thrown
weapons or any type of device, chemical aggressor, and other material classified as
weapons of war, gunpowder and similar explosives, and civilian arms, ammunition, and
other materials are subject to the limitations of this law throughout Argenting” (Articie 1,
National Law 20.429) for which the National Arms Registry is the designated authority.

Tailings Dam or Tailing Storage Facilities

Article 2 of Provincial Decree 1544/02, Department of Energy Resources appiies to
hydroelectric applications, dams, dykes and auxiliary works of the Provincial State, be they
in operation, design stage, construction stage andfor out of service. Also under its
jurisdiction are ali private dams and dykes and others. As well, any embankment or
structure for any purpoese that involves or couid involve retaining any fluid will be subject to
review by the Application Authority if it considers i subject to article specifications.

The decree names as the Application Authority the Direccidn de Recursos Energéticos
{Department of Energy Resocurces) a sub-depariment of the Subsecretaria de Recursos
Hidricos y Energéticos (Undersecretary of Water and Energy Resources) which is
administered by the Ministeric de Infraestructura, Tecnologia y Medio Ambiente (Ministry of
Infrastruciure, Technology and Environment) of the Government of San Juan.

Operacidon Minera Ley Provincial 6.531 y Reglamento Policia Minera 40/48
(Mining Operations Provincial Law 6.531 and Mining Police Rules 40/48

The Provincial Mining Authority keeps a registry of mining producers, merchants and
industrialists, in which all categories of mineral producers, mineral merchants and mining
industrialists that perform milling, concentration, calcination, cutiing, smelting procedures or
any other activity that invoives mineral transformation within the province of San Juan, must
register.

Registration must be made within three months of starting mining related activities and
must include:

. Registration as a Mining Producer.
. Production sheet.
. Mineral Transit Permit.

. Communication of the beginning of the mining activity.
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Water Concession for industrial Mining Use and for Population Use Hydraulics
Department

Title IV of the Céodigo de Aguas (Water Code) (art. 110 to 116} legislates on mining use and
determines that “the concession of waters, riverbeds and public beaches for mining use,
are granted for the purposes of using the water in mining exiraction activities; for the
extraction of mineral resources from the water, or for secondary recuperation of oil or
natural gas, as well as to allow industrial, loading and sales tasks in mining
establishments.”

The nature and volume of the water use must be clearly defined, according to Article 20 of
the Water Code which states: “No concessionary or user may use public water for a
purpose different to that for which it was authorized. He alse cannot use a greater volume
or progortion to that granted”.

Registration in the National Reqistry of Dangerous Waste Generators

Registration with this organization is mandatory when there is dangerous waste that cannot
be treated in the Province of S8an Juan, according to National Laws 24.051 and 25.612.

Telecommunications

National Law 19.798 esiabilishes that telecommunications matters administered under the
jurisdiction of the Commission Nacicnal de Comunicaciones CNC  (National
Communications Commission), under the Executive Branch. The Law states that the
following authorizations must be obtained:

. Authorization for the Installation of Radioglectric Stations and the Installation, Use,
Expansion, Modification and Moving of the Different Media or Communication
Systems and Frequency Changes.

. Certification and Authorization of Communication Eguipment.

Quarries of Construction Aggregates Mining Code: “Subsecretaria de Estado de
Mineria” (Undersecretary of Mining)

The Mining Code defines Third Category mines as those that involve the production of
minerals of stony or earthy nature, and in general all those that serve as building materials
and ornaments. This group consists of quarries, inciuding borrows, belong exclusively 1o
the surface land owner and a third party cannot exploit these without the surface land
owners consent. A concession from provincial authorities is required if a quarry is located
on federaily owned land.
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4.5

A guarry to extract materials frequently used in the construction of different mine facilities
will oceur in one of three siuations:

. Quarry on Provincial Fiscal Land.
. Quarry on Third Party Private Land.

. Quarry on own Private Land.

Authorization for construction and operation of a sewage treatment plant

This authorization applies for onsite sewage treatment.

Environmental Issues

Prior to initiation of exploration wark in Argentina, an environmental certificate must be
obtained. BMG initiated the filing process for this report in 1999 and made various
revisions as they conducted their work programs. |n 2001, BMG filed a report and a
ministerial inspection took place but final approval was not obtained as Newmoni,
subseguent to their take-over of BMG, dropped the exploration and mining rights to the

property.

Intrepid has been allowed fo continue the process for the Kamiia mining fease. In March
2004, an inspection of the Casposc site was undertaken by the Minisiry of Mines and in
April final approval was obiained for the environmental siudy including updates for each
work program undertaken by the Company. In order to maintain the mining lease in good
standing, additional reports still must be filed detailing the work completed over the
previcus two years and describing upcoming work in subsequent exploration programs.
Infrepid has maintained its envircnmental reporiing of exploration programs up to date and
receives regular inspections from the San Juan Department of Mines. The last inspection
was on October 13, 2006.

In addition to envircnmental reporting, intrepid has been applied for and been granted
water use permits frem the appropriate provincial water authority fo service its exploration
drifling programs. A projection of daily water usage is provided by Intrepid as well as the
fime frame in which the water will be drawn. The applicable fee for the water use is
charged fo Intrepid. These permils are requested pricr to each drilling campaign, and a
permit was current for drilling cperations as at March 36, 2007.

The company also files annual exploration work reports at the Department of Mines at both
provincial and federal leveis of government.

Intrepid’'s Casposo exploration site was inspecied by the San Juan Ministry of Mines in
2004 and in 2005 and found to comply with the applicable standards under the law.
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4.51

4.5.2

Intrepid’s updated environmenial report of its exploration aclivities was alsc accepted in
April 2004. A further update, filed December 2005, is pending approval, and may be
approved in April, 2007,

Protected Natural Areas

Six protected Natura! Areas lie cuiside the direct area of influence of the Project. Thres of
the protected areas should be noted because of their proximity to the existing access
routes that connect the localities within Project's socioeconomic area of influence. These
are the Don Carmelo Protected Naturat Area, the Cerro Alcazar Protected Natural Area and
el Leoncite Naticnal Park.

The Don Carmelo Protected Natural Area features geological formations that are about
3 km away from the access route o the Project. National Route 148 does not cross the
Don Carmelo Protected Naturai Area or the Cerro Alcézar Protected Natural Area.

The Leoncito National Park is traversed by a maior access road, Naticnal Route 412, which
may be used as an access route for some project supplies from the port of Valparaiso in
Chile when the mine operation is underway.

Social and Cultural Heritage

Archaeological field surveys have been completed by inirepid for the Project Access Road
Area and the Project Development Area. To date, the susveying and protection of
archaeological sites at the Project has been carried out under the supervision of a qualified
archaeologist retained by Intrepid and authorized by the Secretary of Culture.

In the Mercado deposit area, an arrowhesad was found; the area is postulated to have been
occupied sporadically, possibly for hunting. Near La Cantera, histerical small quarries,
paths and embankmenis that are inferred to have been used o load and iransport a type of
red, pink and grey soft rock were noted. However, there was no material available near the
quarries that could be used fo date the usage period.

A paleontological survey was carried out to identify any bedrock outcrops within the
Project's Direct Area of influence that may contain invertebrate, vertebrate or plant fossils of
potential value. Volcanic rock such as rhyolitic porphyry and andesite was identified. No
sedimentary rocks were encountered.
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4.6

Socio-Economics

Politically the Project site lies within the Department of Calingasta, in the Province of San
Juan. The populaticn base is characterized as a dispersed rural population with
concentration in certain localities, namely Villa Calingasta and Barreal. Based on a 2005
survey, approximately 75% of the 8,456 residents of the Department lived in these two
towns. The remaining smaller pepuiation settlements are considered hamists: Villa Nueva,
Puchuzun, Villa Corral, La Capilla, La [sla, Hilario and Sorocayense.

The locality of Villa Calingasta and the hamlets of Villa Corral and Puchuzin are the closest
communities fo the Project site, {approximately 20 and 30 km east, respectively}. As the
Project develops these two popuiation bases wili be potentially see some socioeconomic
impacts due to traffic, transportation, the use of public facilities, goods and services, and
other factors.

During the development and operation of the Casposo Project an increase in iabour
demand and goeds and services is expected, possibly leading te increased migration o the
Calingasta area. It is estimated that about 80 to 80 unskilled and semi-skilled jobs
generated during the mine operation will be filled primarily by local inhabitants. Additienal
unskilled work will be created by the mining contractor who will establish a camp in
Calingasta. Skilled workers will likely be recruited in San Juan city and commute weekly o
site. Consiruction requirements will peak at about 250 but while providing opportunities for
lacal unskilled iabour, this will be temporary.

The Department of Calingasta has a basic or limited economic structure. in general, there
is a lack of employment and personal income is low. The main economic activity in the
zone is agriculture.

Fruit orchards and forestry together utilize 77% of the cultivated surface area of the
depariment. These agricultural activities create litfle formal employment and economic
benefits from these are mostly restricted to owners and value added markets outside the
area.

The irrigated portions of the Calingasta valley are suitable for forestry (mostly poplar)
production, which supplies the local wood mills, a related industrial activity. These milis
process wood to supply posts, planks and slats for packing crates, homebuilding preducts
and/or furniture in the Tullum Valley carpentries. Bread products, spring water and water
are also produced for the Department’s internal consumption.
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From an industrial peint of view, the department of Calingasta can be considered to contain
a small industry sector made up of small and medium-sized companies. industrial
production includes food and beverages, wood and manufacturing of wood and cork
products. The most significant products include apgple cider produced by the Champagne
methed {unigue to the couniry) and the production of pressed apple cider by the Los
Tambillos cooperative.

Commercial activities inciude group retail commerce, vehicle repair, and fuel sales. Among
service establishments, those directed fo leisure predominate, like restauranis, bars,
canteens, and sporiing clubs. Other establishments include hotels, lodgings and cabins,
medical and dentistry service establishments, radio stations, telephone booths.

In Calingasta there are a total of 2,162 active employees. The sectors that produce most
employment are: agriculture with 669 workers (31%); public administration, defence and
obligatory social security with 308 jobs {14.2%); teaching with 2268 (10.5%), domestic
service 120 (5.68%); construction 122 (5.6%); mines and quarries 55 (2.5%). Other minor
employment sectors account for the remainder.

Within the Depariment of Calingasta, 55% of the population (56% of males and 54% of
females) do not belong to a social services plan andfor lack private or group heaith
coverage. The development and operation of the Project is indirectly expected to increase
demand for heaith services in Calingasta because the average increase in income of the
population income should resuf in people being more able and willing to pay for better
private health care services.

The Department of Calingasia has 26 educational institutions with a total of 2,837 students.
Calingasta has 1.5% of total students in the province. Educational services include the
following levels: initial, primary, secondary and non-university higher level studies. The
illiteracy rate is 5%, which is higher than the provincial average.

Total households are distributed in 1,531 houses, 246 huts, 12 cabins, 13 in rooms or
boarding houses and 1 in lodgings. Of the 1,531 housing units, 582 (35% of the
population} have floors made of earth, loose brick or other material or they dc not have
internal running water and toilets with water discharge. The remaining 949 housing units
{(50% of the population) have floors made of material (ceramic tile, liles, mosaics, marble, or
wood), internal running water and toilets. The remainder of the population live in huis
{13%) or boarding houses or ledgings (2%).

The Project is not expected fo add significani demand on the existing community
infrastructure, since the need for imported labour resources will not be significant. As a
result significant infrastructure improvements are not foreseen and the main opportunity for
the commusity is expected to be the creation of local empioyment.
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5.2

ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE AND
PHYSIOGRAPHY

Accessibility

The properly is located in department of Calingasta, San Juan Province, Argeniina
approximately 150 km from, or a two hour drive west from, the city of San Juan, travelling
on paved roads. The region can also be accessed from the cily of Mendoza via a separate
southern route (Figure 5-1}.

Access to the Project north from the international airport in Mendoza follows National Route
40 via the city of San Juan 1o the town of Talacaste, then along Provincial Routes 436, 414
and 12 fo the village of Calingasta (the popuiation centre nearest to the Proiect), and finally
along Provincial Route 412 to the main site access read.

Alternatively, the site can be reached from Mendoza by two other road combinations: by
following National Route 40 o National Route 7 and continuing northwest to the town of
Uspallata, then along Provincial Routes 39 and 412 via Calingasta tc the main site access
road; or from the city of San Juan to the town of Talacasto on National Route 40 then along
Provincial Route 436 to Cerro Puntudo and south along Provincial Routes 425 and 412 io
the main site access road. The scuthern route via Uspallata passes through El Leoncito
Nationai Park to the town of Barreal. Barreal serves as the base for the El Pachon Copper
project, currently held by Xstrata.

There is no rail or air access to the Project. The closest airport is in the city of San Juan
which is suitabie for 737-series jet services.

Climate

The climate in the Project Area is classified “desert dry”, with & median annual rainfali of
75 mm and a temperature range accentuated by the altitude, both seasonally and daily.
The median temperature is 14.5°C. Summers are generally warm {highs of 30°C) and
winters dry and cold (lows of -2°C).

The area is generally arid with a short stmmer rainy season (January-March). Rains can
be very strong and the lack of vegetative cover confributes to localized fiash flooding. Net
evaporation rates are high, and exceed annual rainfall by a significant margin. Of the total
annual rainfall, 80% occurs between October to March. Rainfall in the high mountains is
commoen during other months of the year as well.
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Figure 5-1
Property Access
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During the winter months (June to September), snow falls at the site, occasionally with up
fo several centimetres accumulating. Even so, snowfall melts almost immediately i
exposed to a full day of sun.

The area can be very windy during the whole year. The area is subject to short-lived, yet
very strong, easterly winds locally referred to as “Zonda” Winds. This phenomenon brings
dry winds of up to 180 km/h and can cause severe drops in humidity.

{ ocal Resources

San Juan city is a major centre with full hospital service and education to university level
with two universities. The Universidad Nacional de 8an Juan has a century-ocld mining
engineering and geology faculty as well as diverse science and humanities programs and a
medical school.

The nearest fown to the Project is Calingasta, a village of approximately 2,000 people,
located approximately 20 kim to the southeast. The nearest setilement is at the hamlet of
Vilia Corrat, about 20 kim to the east.

During the development and operation of the Casposo Project an increase in iabour
demand and goods and services is expected for the local communities, possibly leading to
some migration o the Calingasta area. |t is estimated that about half the mine operations
manpower generated (103 jobs) will be filled primarily by local inhabitants. 1t is assumed
that all of the low skilled labour (40) and half the medium-skilled (24) workforce will be
recruited from the Calingasta area and other nearby towns and environs. The rest of the
medium-skilled workforce (24} and on-mine management and supervisory staff (15) will be
drawn from San Juan and it has been assumed that they will continue to reside there. It is
pianned that these employees will cbtain unaccompanied status board and lodging during
the week in the Calingasta area.

The planned Intrepid mine supply chain for most materials is from the city of San Juan, the
local hub for supplies to the Barrick Gold Corp. - owned Veladero Mine and Pascua-Lama
Project. San Juan is approximately 150 km from Casposc. Many major equipment
providers and several international engineering firms have warehouses and offices in the
city and a number of new mine service and supply businesses have been cpened. Major
items such as fuel and reagents are planned to be sourced from San Juan or from Buenos
Aires and hauled by transport contractars.
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5.4.1

5.4.2

Infrastructure

{ ocal Infrastructure

Paved access 1o the Project ends at Villa Corral (Figure 5-1}. In 1988, an easement was
requested by the previous property holder for a 22-km road access to the Kamila zone from
Vilia Corral. After the easement was granted by the Survey Department of the 8an Juan
government, gravel road access to the Kamila Zone was constructed in 1999.

A power line carrying hydro-generated electricity passes within 15 km of the property.
However, this has limited capacity and power sowsces evaluated for the feasibility study
determined that power for the Project will be generated on site using diesel generators.

It has been estimated that the power requirements of the proiect will need five power
generators. The first phase of mining at the open pi will require the use of three 800 rpm
generating sets with a site rating of 1,600 kW each at constant load and an exira standby
generator of the same characteristics. For the planned underground phase an additional
generator will be required to supply the power requirements of the Kamila underground
mine.

Fresh water will be obtainad from a weli located in the Vallecita dry river bed, 13 km from
the plant, at an elevation 100 m above the plant site. A 1200 m® capacity tank located at
the plant site will provide beth fire and fresh water storage.

Process water will be scurced from the process water pond, as reclaim frem the processing
plant.

Site Infrastructure

Current site infrasiructure comprises a gravel access road and a weather station. Camp
operations during the exploration and early development work are serviced from Intrepid-
owned property in Villa Calingasta and Villa Corral

The planned site infrastructure consists off haul and access roads, roads around the site
facilities, open pit and underground mines, a process plant, waste rock dumps, a tailings
dump facility and administration and services (including water and power supply and
communications).

The planned infrastructure laycut is shown in Figure 5-2.
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Figare 5-2
Planned Site Infrastructure Layout

5.5 Physiography

The Casposo property lies on the western side of the Calingasta Valiey near the western
edge of San Juan Province at the base of the Cordillera Frontal. The average elevation is
roughly 2,400 masl. The Project site is located at the base of rugged terrain, characterized
by low mountains with steep slopes, and ravines associated with dry drainage systems.
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5.5.1

5.5.2

Soils

According to the Aptitud Agricola Potencial de los Suelos, the Project site is located within
a Class VIl soil zone, for which “the limitations are of such magnitude that it is impossibie
fo use them for commercial agricultural or animal production”. Solil use wili therefore be
restricted o recreation, the exiraction of natural resources and/or protection of the basins.

Extensive areas of soil are limited within the Project Area due to the predominance of
bedrock and rocky cutcrops that prevent soil development. The small areas of soil
constitute isclated spots that suppert the small amount of existing vegetation at site. From
a socioeconomic point of view, mining activily at the site is unlikely to compete with other
potential activities for land and soil use, and may be the only preductive aliernative.

In regard tc current land use, the soils of the Project site are virgin, with no evidence of
filling or other agricultural practice. Existing soil use in the Project Site Area has been
restricted to low-vield grazing and for conservation of local wildlife and (limited) native
vegetation.

Surface Water

There is no current susface water use in the general Project Area, and specifically in the
upper reaches of Quebrada Vallecito, because all of the water infiltrates the ground surface
before reaching the Rig Castafic. The irrigation channels that have been constructed in the
other creeks descending from the Andes are diverted for agricultural activities in the arid
Calingasta and Villa Corral area. Groundwater use in the area is also associated with
agriculture and domestic water reguirements.

The potential use of water resources in the area should not be significantly affected by the
Casposo Project development, with the exception of limited groundwater extraction in the
upper reaches of a suitable creek such as in Quebrada Valiecito that would follow from
mining development. Given the extremely arid conditions in the general area, the
application of technically advanced irrigation procedures would be required to develop
vineyard and orchard production.
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554

Flora

The dominant plant formation is a shrub steppe (=1 m tall) and sub shrub (<1 m {ail) with a
dominance of perennial grasses in the herbacecus stratum. Larger size shrubs
characterize the lower foothili areas (e.g. retamo Bulnesia retama} and the bottom of
valleys and ravines (e.g. Larrea spp), while subarbustive scrubs dominate on the slopes
(e.qg. Gochnalia ghtinosa, Arfemisa mendozana). On the high-elevation slopes, there are
populations of Denmoza rodacantha columnar cacti, which are replaced by Lobvivia
formosa at yet higher altitudes. In valley bottoms, there are small paiches of wetlands
commeoenly known as vegas which are dominated by gramineae and herbs that form a
continuous grass covering. In low areas, the vegas are characierized by the presence of
Cortaderfa rudiuscula Qrass, while Juncus bafticus and some Cyperoids characterize the
vegas at higher altitudes. There are no vegas or endemic plant species in the Project Area.

Fauna

Two faunal surveys have been undertaken on the Project Area during 2008 by Knight
Piésold.

Forty animal species were identified during the summer campaign: one reptlile, 33 birds
and six mammals. During the winter campaign, 35 species were identified in the siudy
area: two reptiles, 23 birds and ten mammals. Both the median density and average
abundance of species tend to steadily decrease with a decrease in altitude. Based on the
survey, the bushy habitat of the mining road area has with the lowest average density and
lowest species abundance of all areas analysed.

Within the Project Area, the only endemic species is the pale basketweaver or Asthenes
steinbachi, but this is not expected to be irreversibly negatively affected by mine operations.

Two limnological camgpaigns were carried cut in 2005-2006 to determine the siructure of
the aguatic communities through direct field observations in the Guebrada Vallecito, Rio
Castafio, Rio de Los Patos, Rio San Juan and Vertiente de Araya water socurces. The
analysis of the Phytoplankton community identified diatoms, chlorophytes and cyanophytes.
Most of the identified species correspended to benthonic habits; these are detached from
the bottom by the current, and therefore are found in the water column. The benthonic
community was represented by diatoms, chlorophytes and cyanophytes alga species.
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5.5.5

5.5.6

Seismicity

The region of 8an Juan, including the area of the Project, is in an active tectonic area,
having experienced two large-scale earthquakes of magnitude (M; 7.0 or greater, over the
last sixty years. in particular, this region had been siruck by a M; 7.4 earthquake in 1944,
causing nearly 10,000 casualties and leaving half the province homeless. Similarly, a
magnitude 7.0 earthquake occurred in 1877, resuiting in seveniy people kiled and up o
40,000 left homeless in Western Argentina. Records indicate that large-scale earthquakes
oceur in the region every forty to fifty years. Better building construction technigues and
codes accounted for major improvement in death toll statistics. All facilities must now be
buiit to withstand Richter 7 earthquakes to Argentine codes equivalent to UBC4 or better.

Despite the severe seismic classification of the Province, records indicate the Project is
lacated in an area of relative low seismic density.

Other Potential Hazards and Risk

The potential impact of the Project and risks associated with soils, current land use and
agriculture potential are regarded as low.

Rockfall

The Proiect Area contains relatively steep, tall bedrock slopes that represent a potential
rockfall hazard, particuiarly in zones of fractured and/or weathered bedrock from which
loose material may be more readily derived. Rockiall activity may be triggered by intense
mechanical weathering processes (such as freeze-thaw cycles), raised secondary pore
water pressures during significant rainfall events, or seismic activity. The frequency of
fissures or cracks and the fracture patitern will influence the probability and severity of
rockfali hazards. Additionally, the slope gradient and its material characteristics will
influence the distance over which the rockfall material will travel. Soft colluvial ground
conditions at the foe of a bedrock slope will tend to reduce the travel distance of rockfall
material by slowing down or stopping the rolling or bouncing of large, mobilized rock
particles.
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Observations made during site investigation work of the extent and characteristics of
rockfall accumulations were used ic derive estimates of the magnitude of the merphogenic
processes. This information was then used te generate qualitative estimates of the rockfall
hazards present in the Project Area. In general, a significant percentage of the site
presenis rockfall hazards, as withessed by the quantity of debris cones and slopes with
associated rock outcrops above. These specific areas will present a hazard for personnel,
equipment and siructures. This was considered during site selection and the risk exposure
o the facilities proposed in the feasibility siudy is considered to be low. Care shouid be
exercised during the initial pit development with respect to potential rockfali hazards to
personnel and equipment on the Kamila pit outcrop siopes.

Fluvial (Flood) Events

In general, the ephemeral watercourses within the Project Area support well-established
vegetation, indicating refatively infreguent and non-intensive fluvial activity. Intense soil
ergsion associated with large storms has been reporied, but these precipitation events are
not frequent and the extent of erosion is generally localized. The overall fluvial hazard at
the Project Site is considered low, with only some few, readily identified, areas presenting a
hazard for personnel, eguipment and structures. The water well system propcesed in the
Quebrada Vailecito is positioned far downstream of the active stream bed.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 5-9

May 2007




6.0

6.1

6.2

6.2.1

HISTORY

There is no recorded expioraticn on the Project prior to 1988. Deposit and prospect
lacations referred to in this section are shown in Figure 6-1.

Battle Mountain Gold

From 1993 to 18588 BMG conducted regional exploration programs in the San Juan
Province, Ceniral Argentina, on the basis of Landsat interpretation and the analysis of
favourable mineralization criteria. in 1998, BMG focused its efferis on the Casposa Project,
located in the Cordillera Fronial, where Landsat colour anomalies were interpreted to
indicate the presence of intense alteration processes. Several cutcropping veins yielding
values as high as 5.65 g/t Au over 63 m were identified.

BMG undertook a program of surface sampling and geological mapping. A total of 22
frenches for 1,820 m of trenching were completed on the Kamila Zone, and 8,626 m of
drilling in 46 holes were completed on the Kamila and Mercadc deposits {collectively
referred to as the Kamila Zone) during 1998. BMG’s exploration also included an airbome
magnetic and resistivily survey across an area measuring 15 x 25 km. A number of targets
were delineated however only limited follow-up was carried out over areas outside the
Kamila Zone.

A resource estimate was completed in 1898, but is not reporied here as # was estimated
prior to the introduction of NI 43-101 guidelines.

Intrepid Mines Limited

2002

In July 2002, Intrepid Mines Limited (Intrepid) acquired the Casposc Properly, and
conducted regional reconnaissance studies, detailed trench sampiling of the vein systems,
and logging and bulk sampling for metallurgica! studies.

Four areas on the Kamiia vein system and one area above the Mercado vein were sampled
o provide material for first-stage metaliurgical test work. The veins were sampled in a grid
across the true width of each vein and over a sirike length of 10 to 20 m. The distance
between the various zones sampled at Kamila was approximately 508 m. Approximately
20 kg of material from each of the five zones was submiited for metallurgica!l testing.
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Figure 6-1
BDeposit and Prospect Location Plan, 2006

Intrepid Minerals Corporation
Casposo Property

Argenting

MNote: Figurs from Intrepid Mines Limited,
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6.2.2

Mapping the northwest sirike extension of the Casposo siructure led to the identification of
mineralized structures along the Casposo corridor over a total strike length of 1.6 km. A
1,678 m diamond drill program (16 holes, inirepid Phase 1 drilling) was completed in sarly
2003, comprising twin hole drilling of selected BMG holes, and infill drilling cver the Kamila
Zone.

2003

A rescurce estimate, based on open pit and underground mining methods, was prepared in
2003 {Pitman and Puritch, 2003) using data from 50 drill hales, 46 trenches and four pits.
Domain boundaries were determined from lithology, siructure and grade boundary
interpretation, for eight rock type domains, including the Aztec, Inca and B vein systems,
dykes and waste. The Aztec Vein was interpreted from 18 north-facing vertical sections set
on 25 m spacings, whereas the Inca and B Veins were interpreted from 13 northwest-facing
vertical sections set on 50 m spacings. Each domain was interpreted for both open pit and
underground rescurce estimations. Open pit and underground resources were developed
within the same resource space and therefore cannot be summed (Pitman and Puritch,
2003).

The domains were physically created by computer screen digitizing on drill hole sections in
Gemcom. The outlines were influenced by selection of mineralized material (+0.4 g/t gold
equivalent (AuEqg) for open pit and 5.0 g/t AuEq for underground) that had a reasonable
expectation of being profitably mined as well as by lithclegical and structural conirels. The
AuEg grade was determined with a Ag:Au ratio of 90:1. This ratio is based on metal prices
of USE350/0z Au and USE4.50/0z Ag combined with recoveries of 94% Au and 81% Ag as
determined by metaliurgical testing.

On each section, polyline interpretations were digitized from drill hale te drill hole but never
extended more than 25 m into untested territory. The polylines from each section and
domain were wireframed in Gemcom info 3-dimensional solids. Length weighted
composites were generated for each drill hole, trench and pit sample that fell within the
constraints of the domains. The composites were compiled over 1.5 m lengths. Any
calculated composites that were less than 0.5 m in length were discarded. Grades were
capped for the Aztec vein at 80 g/t Au and 1,200 g/ Ag, for the Inca vein at 90 g/t Au and
1,000 g/t Ag and for the B vein at 50 g/t Au and 900 g/t Ag.

The specific gravity used was 2.3 tm® for all domains and non-domain material. Block
sizes for the model were 25 mx 25 mx 2.5 m (X, Y, Z). The interpolation method was
Inverse Distance Cubed (ID3). Two interpolation passes were used fo determine Indicated,
and Inferred classifications to meet CIM guidelines (CIM, 2005},
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6.2.3

The preliminary open-pit resource, estimated at an internal cut-off grade of 8.5 gt and 1 git
AuEg is shown in Table 6-1. A preliminary resource was also estimated for the deposit as
an underground mine at a cut-off grade of 5.0 g/t gold AuEq {Table 8-2}. The metal prices
used were US8350/0z gold and US$4.50/0z silver.

The two resocurce estimates are for the same deposit volume; however they have been
constrained differently. Therefore the underground and open pit two data sets cannot be
added together and each represents a stand-alone preliminary resource estimate.

Table 6-1
Open Pit Resource, 2003 {Pitman and Puritch, 2003)
Tonnes Grade Goid Gold Contained Contained Contained
SHver Equivalest Gold Bivar Gotd Equiv.
Tt _gn_ {1{g foz) foz) (1) (oz)
Indicated 1.4 g/t AuEg cut off 1,875,800 5.04 127 668 304,500 7565 800 404,000
Infarrad 1.4 g/t AuEg cut off 439,000 1.80 1 3.08 26,800 1,287,000 43,500

Note: One oz of recoverable gold i squivalent to 80 oz recoverable silver.

Table 6-2
Underground Resource, 2003 (Pitman and Puritch, 2003)

Grade Gold Contained Contained Contained
Gold m A ]
Tosnes Siiver Equivalent f{*"f‘]ﬁ 5{""";’ Gold Equiv.
o oF
o/ (gh {9/ (0z)
Indicated 1.4 gl AGEq cut off 1,534,008 5.75 127 7.40 283,700 5,237,100 364,700
Inferred 1.4 ght AuEg cut off 145,06C 2.4 87 3.54 11,200 404,800 18,500

MNotes: (1) One oz of recoverable gold is equivalent to 90 oz recoverable silver.

2004

From Qctober 2603 to April 2004, Intrepid conducted a second phase of diamond drilling
and surface exploration at Casposo. This Phase Il program consisted of 3,158 m
{24 haoles) of driling on the Kamiia target and 1,804 m (13 holes) of drilling on the Mercado
and Panzon targets. Inirepid also driled 2,185 m using reverse circulation (RC; 12 holes)
methods, aithough seven of these holes were not on the Kamila deposit per se. The main
focus of drilling at Kamila was te upgrade and expand the resources identified in the 2003
estimate. An updated resource estimate was prepared in April 2004 for the
Kamila-Mercado deposits.
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The April 2004 resource (Puritch, 2004) was based on 83 drili holes, 108 trenches and five
pits, of which 74 drill holes, 74 trenches and 5 pits were used to define the constraining
domain boundaries. Model construction methodologies were similar to those described
above for the 2003 resource estimate; however the rock type domains modelled were
modified from 2003 and ingluded the Aziec, B, Inca and Mercado veins, and waste. The
composites were compiled over 1 m lengths. Any calculated compaosites that were less
than 0.4 m in length were discarded. Gold and silver grades were capped with different
caps for each domain.

The 2004 resource estimate used a bulk specific gravity of 2.50 t/m® for all domains and
non-domain material. Block sizes for the model were 3Imx 3 mx 3 m (X, Y, Z). The

interpolation method was ID3. Two interpelation passes were used to determine Indicated
and Inferred classifications.

The resource estimate, reported to a cut-off grade of 1.4 gft AuEqg (Au:Ag ratio of 89:1), and
using a gold price of US$375/0z, assumed processing and adminisirative costs of
US$16.30#, and a process recovery of 94% is shown in Table 6-3. Open pit mining
methods were assumed.

Table -3
Open Pit Resource, 2004 {Puritch, 2004)

P A Ag .t Ag Au Equivalent
Classification Tonnaes
g (g {oz) {oz) {oz}
indicated F75,000 5.57 875 138,800 2177800 183,200
irferred 1,868,000 3.57 $10.7 225900 7,504,100 304,600

In June 2004, Intrepid commissioned gradient-array induced polarization (1P} and pole
dipole |P surveys at the Kamila property. The surveys were conducted by Quantec
Geoscience Argentina S.A. and comgprised 18.5 km of gradient array P and 2.75 km of
poie-dipole survey. The focus of the survey was the southeastern extension of the Kamita
vein system.

Lines were spaced at 100 m cenires, with peg markers along the lines at 50 m intervals.

Scoping Study

The resource estimate was used as the basis for a scoping study in mid-2004 (Buck et ai,,
2004a; 2004b). The scoping study evaluated heap ieach and open pit mining
methodologies. Key items from the scoping study included:

. The Caspasc mineralization would be mined by open pit mining using backhoe styie
excavators and diesel haul trucks.
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. All ore and waste rock reguires drilling and blasting. The mineralization would be
mined at a rate of 438,000 t of gre per year (1,200 ¥/d).

. Waste rock would be placed in a stockpile located approximately 2.5 km from the
open pit operations.

. Nc detailed geotechnical work or review were performed, however, observations of
diamond drill core and site in-sitis rock properties indicated that an overali pit slope of
50° could be supported for use in open pit planning.

. Total mine capital expenditures for esquipment and facilties was estimated at
US%7.9 M without project contingency.

. The mineralization and waste mining costs would be approximately US$1.59 and
US%0.98/t respectively.

. The mining operations envisaged would require a total of 77 personnel in
management, supervision, operations and maintenance

. The process fiowsheet proposed a primary jaw crusher, grinding of ore in ¢yanide
using a semi-autogenous grinding {SAG) mill and a ball mill; a centrifugal gravity
concentrator, gravity concentrate subjected to intensive leaching with gold recovery
by electrowinning; leaching of pulp in a series of agitated tanks; a Merrill Crowe
circuit and refinery.

. Gold and sitver bullion would be the preducts of this operation.

. Preliminary test work results suggested that plant recovery estimates would be 94%
for gold and 74 % for silver.

. Total estimated processing plant (1,200 t/d) capital expenditures, before a 20%
contingency was applied, was US$20.3 M.

. Operating costs were estimated at approximately US$13.80/t of mineralization.

. The processing plant was estimated to require 57 employees in management,
supervision, operations and maintenance.

. A heap leach option would include a crushing plant, heap leach pad and a Maerrill
Crowe plant for goid recovery from cyanide solution from the heap leach.

. There were nc heap leach tesis performed. It was assumed that heap leach
recoveries could be 75% for goid and 60% for silver.

. Total estimated heap leach {1,200 t/d) capital expenditures, before a 20%
contingency was applied, were US$11.3 M.

. The potential cperating cost was estimated te be of the order of USE7.81# of
mingralization.
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6.2.4

. The heap leach operation was estimated to need approximately 44 employees in
management, supervision, operations and maintenance.

The main infrastructure required tg be constructed and/or upgraded for the potential project
included access and site roads, power generating plant, maintenance facilities for the mine,
warehocuse and yard, other services facilities, mine services office building, waste stockpile,
tailings storage area, potable water supply, sewage freatment, sanitary landfill, Villa Corral
administration building and telecommunications and computer networking.

The iotal infrastructure expenditure for a conventicnal processing plant option was
estimated at US$5.9 M of which approximately US$3 M wouid be required for the power
plant construction. The heap leaching option infrastruciure capital cost would be
approximately US%4.9 M of which approximately US%$2 M would be required for power plant
construction. Total general services and administration (G&A) manpower was
approximately 21 employees in management, supervision and support pasiticns. The G&A
fotal yearly operating cosis were estimated at US$1.2 M or U8%2.80/ of mineralization
processed.

The total Project capital cost for the conventional processing plan option was estimated o
be US%40.6 M in constant 2004 US dollars. This included an average 18% contingency.
The capital expenditure estimate for a heap leach operation including contingency was
US$21.5 M. The total average operating cost over the mine life is US$27.80/t of
mineralization for the conventional processing plant operation and US$20.89/t of
mineralization for the heap leaching operation.

The Project invesiment and returns were estimated to provide internal rates of return {IRRs)
in the range of 14 to 17% at a US%350 gold price. increases in capital and operating costs
in the order of 10 to 15% reduced IRRs te ranges of 12-15%.

2005

From Qctober 2004 to February 2005, 3,452 m of HQ diamond core drilling in 25 holes
{Intrepid Phase Il driling} were completed. Diamond drilling focused on enhancing
geological and grade centinuily within the Kamila zone by increasing drill density within the
major vein domains to a nominal 25 m spacing. Diamend drilling also included evaluation
of the Kamila Zane proximal vein systems such as Mercado Norte, Panzén and Maya, and
satellite vein systems of the Oveja Negra prospect.

From April o December 2005 Intrepid completed a further 3,980 m of diamond drilling in
20 holes {part of the Intrepid Phase |# and Phase |V drilling programs). Drilling continued
fo evaluate the Kamila zone at depth, but also tested the Panzdn, Oveia Negra and inca
SE extension prospects.
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A resource update was completed by Eugene Puritch, with an October 2005 effective date,
and validated by external consuitants RSG Global inc (McGuinty, 2007). Drill holes after
CA-08-174 were not included in the resource model. The resource, at a 1.4 g/t AuEq cut
off, and using metal costs of US$400 for gold and US$6.50 for silver, comgrised 1.534 Mt
at 5.75 g/t Au and 127 g/t Ag in the Indicated category and 0.145 Mt at 2.40 g/t Au and
87 g/t Ag in the Inferred category. McGuinty (2007) reported that the “estimate
incorporated an additicnal 3,240 m of diamond drilling® over that included in the
2004 resource (Puritch, 2004). McGuinty {(2007) also noted that the “new calculation used
updated parameters for gold and silver price (US$400 and US5%6.50 respectively) as well as
revised costs for processing and G&A at US$13.80 and US$2.92 respectively”. No further
information is available on the estimate, and no technical report was prepared as there was
a limited change in the globai resource figures (MeGuinty, 2807). The “global resource’
and “potentially-mineabie portion” of the resource are shown in Tables 6-4 and 6-5, as
presented by McGuinty, 2007. The “potentially-mineable portien” is based on an optimized

pi.

Table 6-4
“Global” Resource, 2605 {McGuainty, 2007)

Grzc%le Gold Goid Contained Contained Cogta;ge&
Tonnes ver Equivalent Gold Bilver e aisalent
W) i (1) toit) oz) fo2) ¥ o)
Indicated 1.4 gt AuEg cut off 1,875,800 504 127 £5.89 304 500 7,885 800 404,000
Inferred 1.4 g/t AuEg cut off 439,000 1.80 91 3.08 26,800 1,287,000 43,500
Table &-5
“Potentially Mineable Resource”, 2005 {McGainty, 2007)
(g:gf Goid Contained Contained Cogt:;ge&
Tonnes i Eguivaient Gold Sitwver .
Silver toz) (o2} Equivalent
gt {o/t T, {oz)
Indicated T4 gtAuEgoutoff 1534000 575 127 7.40 283,780 6,237,180 384,700
Inferred 1.4 gt Aukg cut off 145 000 240 87 3.54 11,208 404,830 18,500

Note: One oz of recoverable gold is equivalent to 77 oz recoverable silver based on recoveries of 84% for gold and
74% for stlver at a gold price of US3400/oz and silver ptice of US$6.50/02. Current (2005) viability of the resource is
established using a 1.4 g/t gold equivalent cut off grade based on stafed recoveries and densities, processing and G8A
costs of US$13.80 and US$H2 92 respectively

Cerro Norte

Channel sampling and mapping were also undertaken at the Cerro Norte prospect 1 km
east of Kamila.
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6.2.5

2006

Kamila Area

In 2008, 9,944 m in 85 holes was drilled, primarily over the Kamila, and Mercado deposits,
and the Kamila SEXT and Julieta prospects. Brilling was part of the Intrepid Phase V, VI
and Vii programs.

A new resource estimate for Kamila with an effective date of November 2006 was
completed by Intrepid (McGuinty and Puritch, 2008}, The estimate used an updated drill
and trench database which included drill holes up to hole CA-06-172. The database
comprised 172 drill holes, 112 frenches and 5 pits, from which 133 drill holes, 71 frenches
and 5 pits were used fo define the constraining doemain boundaries.

Domain boundaries were determined from lithology, siructure and grade boundary
interpretation from visual inspection of drill heole sections. Five domains were developed
and referred to as High Grade, Aztec, inca, B and Mercado vein systems. The High Grade
domain was developed from drili hole intercepts above a cut-off of 10 g4 AuEqg within the
Aztec, Inca and B vein systems that demonstrated good down dip and section to section
continuity. The domains were physically created by computer screen digitizing on drili hole
sections in Gemcom.

The outlines were influenced by selection of mineralized material {(+0.5 g/t AuEg) that had a
reascnabie expectation of being profitably mined, along with an interpretation of lithclogy
and structure. On each section, polvline interpretations were digitized from dril hole to drili
hole but never extrapolated more than 25 m from the closest drill hole.

Seven rock type domains were coded. The compasites were compiled over 1 m lengihs.
Any calculated composites that were less than 0.4 m in length were discarded. Gold and
silver grades were capped with different caps for each domain.

The estimate used a bulk density of 2.50 ¥m® for all domain and non-domain materials.
Block sizes for the model were 4 mx 4 mx 6 m {X, Y, Z). The inierpolation method was
ID3. Two interpolation passes were used to determine Indicated and inferred
classifications.

The estimate was derived by applying an AuEqg (g/t) cut-off grade to the Au and Ag block
models and reporting their respective tonnages, grades and classification. Table 6-6
reporis the “giobal” resource estimate {(McGuinty, 2007) at a 1.40 g/t AuEg {Au:Ag ratio
of 77:1) cut-off that is considered to be mineralization with the reasonabile potential to
become economically extractable. The following parameters were utilized to develop the
1.40 g/t AuEq cut-off grade equation:
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. (US$15.70 + USE3.35/) / [(US$450/02/31.1035) x (94%)] = 1.40 g/t AuEq:
. Au price: US$450/0z

. Process cost: US$15.704

. General and administrative cost: US$3.35#

. Au process recovery: 94%

. Ag process recovery: 80%

Table 6-6
“Global” Resource, 26086 {Paritch, 2006 in McGuinty and Puritch, 2006}

. Aul Ag Au Ag Au Equivalent
Classification Tonnes git (9 t) (02) (02) {0z)
{ndicated 2208138 445 1147 315,700 8,139,400 421 400
infarred 137,730 212 83.2 8,400 3688 600 14 200

A first-pass Whitlle 4X pit optimization was completed to determine the potentially
extractable portions of the constrained mineralization in the Casposo block model. The
optimization utilized the following parameters:

. Mineralization mining cost per tonne: US$1.82

. Waste mining cost per tonne: US$%1.12

. Process cost per tonne: US$15.70

. General and administration cost per processed tonne: US$3.35

. Process production rate (ore t/a). 438,000

. Pit slopes {overali ramp angle}). 50 deg

«  Oxide bulk density: 2.50 t/m°

*  Waste rock bulk density 2.50 t/m®

The resuiting “potentially mineable” resource (McGuinty, 2007) is summarized in Table §-7.
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6.2.6

Table &-7
“Potentially Mineable Portion of the Resource™, 2086
(Puritch, 2006 in McGuinty and Puritch, 2006)

N Au Ag Au Ag Au Equivalent
Classification Tonnes { git) ( QH} {02} {o2) fo2)
{ndicated 1,691,000 528 1154 287 300 6,270,800 368,800
infarred 13,000 3.35 559 1,400 23,800 1,700

One oz of recoverable gold is equivalent to ¥7 oz recoverable silver based on recoveries of 94% for gold and V4% for
sitver at a gold price of US$400/0z and silver price of USS6 50/0z.

Julieta

In January 2008 road construction was compieted by Intrepid to accommodate drill testing
at the Julieta prospect. During February 2006, an initial 860 m of core in 10 holes was
completed to a maximum 40 m depth. This was followed up in July 2006 by 21 shaliow
diamond heles for 1,675 m, resuliing in ngminat 25 m drill spacings across the prospect.
Fluid inclusion studies were also compieted.

2007

Feasibility Study

A Feasibility Study, commissicned in 2005, was competed in March, 2007. AMEC provided
the initial metallurgy, geotechnical investigations, mining method selection, locations of
proposed facilifies, and financial modeling.

As part of the Feasibility Study, AMEC undertook an audit of the deposit's mineral
resources as estimated by Intrepid as at Ociober 2006 and reported in fuli in Section 17 of
this report. The October 2006 Feasibility Study resousce is madified from the resource
estimated by Puritch in 2006, and reported by McGuinty and Puritch (2008) and McGuinty
(2007} in that the Feasibility Study resource estimate uses data from 130 drill holes,
70 trenches and 5 pits. The Puritch 2006 estimate used 133 holes, 71 trenches and 5 pits.

AMEC also estimated mineral reserves for the Kamila and Mercado deposits.
Environmental and social baseline and impact studies were completed by Knight Pigsold
and incorporated into the feasibility study by AMEC.

Resulis of the feasibility study are discussed in more detail in Sections 11 to 18 of this
report.
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The resource and reserve estimates presented in Section 17 of this report are those used
as the basis of the feasibility study (AMEC, 2007), and are the figures presented in the
Intrepid Mines Lid annual information form {intrepid Mines Lid, 2007). The minor
differences between the feasibility study resources and those “global resources” estimated
by Puritch in 2008 {and reported in McGuinty and Pugitch 2006, McGuinty, 2007) are due to
changes in supporting data and rounding. Three fewer drill holes and one less pit are
utilised in the feasibility study.
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7.1

GEOLOGICAL SETTING

Regional Geology
The regional geologicat summary is adapted from McGuinty (2007).

San Juan Province straddles three major north—south-irending ranges, the Cordilera
Principal, Cordillera Frontal and Precordillera as well as part of the Pampean range (Sierras
Pampeanas range). The Project is located on the eastern border of the Cordillera Frontal,
separated from the Precordillera to the east by the Rodeo-Calingasta-Uspallata Valley
{Figure 7-1}.

Figure 7-1
Regional Geology, Casposo Project

The Cordillera Principal runs along the Chile-Argentine border for some 1,500 km. Htis a
volcanically and seismically active zone formed by subduction of the Nazca plate beneath
the South American continent. This convergent plate margin has been active since the
Cretacecus. The main basement is formed by Permian-Triassic intrusive and volcanic
rocks, of calc-alkaline affinity and andesitic to rhyolite composition, regionaily known as the
Choiyoi Group. These and younger sediments of Jurassic and Cretaceous age have been
thickened by compression and thrusting principally since the Late Cretaceous in a thin-
skinned fold thrust beit.
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Mineralization associated with this range includes the Mio-Pliccene porphyry Cu-Mo
deposits (El Teniente, Los Bronces-Disputada and Peilambres—Pachon), the El Indio Belt
high sulphidation Au systems {E! Indio-Tambe, Pascua-Lama and Veladero) and the
Maricunga Belt porphyry Au~-Cu deposits (Refugio, Marte—-Lobo, Cerro Casale and Volcan).
Qutiiers of the Palasccene~Eocene porphyry Cu—Mo belt aiso cccur in this region {Fortuna,
Vicufia-La Batea). in this last group and in the El indio Belt, 180 km north of Casposo, the
wall-rocks inciude the Permo-Triassic voicanics (Figure 7-2).

Figure 7-2
Major Minerai Belts, Argentina-Chile

MNote: Figure from Puritch, 2004

The Cordillera Frontal comprises a basement of Carboniferous clastic sediments to the
west, intruded and overlain by Permian—Triassic volcanic and intrusive complex to the east
{Figure 7-3). This complex consists of the same rock units as those in the Cordillera
Principal, and was also uplifted with the Cordillera Principal. The Choiyoi Group hosts
coeval mineralization, mainly porphyry Cu-Mo and Cu-Au deposits such as San Jorge and
El Salado and low-sulphidation Au systems such as Casposo, La Cabeza and Castano
Nuevo. Tertiary mineralization occurs at Poposa (high-sulphidation Au} and at Paramillos
{porphyry Cu~Ma) prospects.
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7.2

Figure 7-3
District Geology, Casposo Project

MNote: Figure from MoGuinty, 2007

The Precordillera comprises a series of north—south ranges, covering about 1,000 km
north—south and 100 km east-west. it is the product of large-scale tectonic compression
since the Jurassic and culminating in the Miocene, and is siill seismically active. The
ranges in San Juan Province comprise Palasozoic limestones and clastic sediments
separated by plains reminiscent of the Basin and Range exiensional terrain of the western
United States.

East of the Precordiliera, the Pampean and Transpampean Ranges (Sierras Pampeanas)
are composed of Precambrian and Palaeozoic granitic and metamorphic rocks.  Uplift
occurred along Tertiary Laramide-style high angle reverse faults. These ranges host minor
Precambrian mineralization and, within the Precordiliera, some Tertiary-aged deposiis,
associated with calc-alkaline o alkaline volcanic and sub-voicanic centers of Miocene
Pliocene age {for example Famatina and Gualcamayo).

Casposo Project Geology

In San Juan Province, the Cordiliera Frontal is underlain by marine sedimenis (shales,
sandstones and conglomerates) of the Carboniferous Cerro Agua Negra Formation. These
sedimentary sequences are overiain by a thick intrusive and volcanic sequence assigned o
the Permian-Triassic Choiyoi Group (refer to Figure 7-4).
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Figare 7-4
Detail Geology, Casposo District
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Basal andesitic volcanic flows, tuffs and breccias are the main sub-surface unit in the
Casposo Property and are overlain by rhyolite breccias, rhyoclite-dacite flows and dacitic
ignimbrite flows. The volcanic units dip gently to the east at 15-20° and are cross-cut by
north—south, east-west and northwest-southeast-trending  structures.  Rhyolite and
andesite dykes that trend north—south transect older rock units. Table 7-1 presents a
stratigraphic coiumn through the Project Area.
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Table 7-1

Project Stratigraphic Column

Estimated Petrographic
Formation tinit Age Thickness Bescription Comments o ograp
escriptions
{whare I;nown}
Recent Deposits [
Las Minitas
Formation ot
Cambachas
- Te
Farmation
Ac Las_Chmches KoTe
Formation
Andesite—Basalt =Tr Wery iate post mineralization. { atest magmatic
Dvkes May be pre-main faulting event
Colanguil granite phase:
Inciudes the Tocota and Late post mineralization. Pre-
Granite-Rhyolite Fraguita Plutons {tonalities main faulting. FeOx stained 2
Colanguil Dvkes and grancdictites) and Red  after pyrite — some white quarz
Batholith Granite Suite in the same veins
area. Cerro Colorado
Casposo 2500 Cerro Casposo and 1 {alteration M.
Granodiorite Rosarifa area Antonia prospect)
Vallecito Pluton 254la
Post mineralization? W area of
AD Lz Puente and Julleta.
Massive, strongly Andesites similar to Casposo
spherulitically devitrified area but thick waided ryolite
El Palgue Weided : . sequence around Don Bosco
. i =200m welded rhyolite unit. Poorly . - None
Formation Rhyolites sdated 1m b prospect is certainly Palgue Fen.
:S??;: ssit ;?thfga And same andesite seen locally
g P below rhyolite at Julieta.
Possibly younger than this vein
but not [kefy,
Massively bedded andesite
ash-flows and flow , .
. . . ; Ceoowrs at Julieta {thin) and La
" High Andesita preccias with rare cm :
Within Palgue Frn Unit =<H00m hasemeni” clasts. Wieak Pueria S {ti'lvgk} bglow the None
o " ) wetdad rhyolite unit.
argillic-propylitic altaration
in the two areas known.
Singie, major welded
crystal dacite ashflow unit. G I ; kv altered
El Palgue . Never mapped out. A enerally ony weakly allarad,
F : Dacite Ash Flow 53 m L ! may contain megaveins at 1
ormation sirvEar unit Soours .
o south Rosarita.
apparently within the Upper
andesite unit near Pascual,
Trachvie Diyvkas Early post minerafization
Megadyke- Early post {fate syn} 1
Co-Vega de Las Dome minerafization
Maches gasposo Vein Sa0e B(eacza\tad—szlanded Qtz- Many
Intusions ystent LAduiana) \.i"ems <
re-mineralization. Contain
giri{:eg: Trachyte veins. Cut by EW Qtz- 2

Carbonate veins.

The Casposo gold-silver mineralization occurs in both the rhyolite breccias and underlying
andesite, where it is associated with banded quartz—chalcedony veins, typical of low
sulphidation epithermal environmenis. Adularia in the main veins gives an age date of

280+ 0.8Ma {K/Ar), very close to the published age dates for the andesite unit.
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7.3

7.3.1

Mineralization at Casposo occurs aleng a 10 km long west-northwest (N120°E) regicnal
structural corridor, with the main Kamila vein system forming a sigmoidal set 500 m-long
near the centre (see Figure 6-1). The Mercado vein system is the northwesterly
continuation of Kamila, separated by an east-west fault. A series of east-west veins
{Cerre Norte and Oveja Negra systems) appear to splay off these major sets to the east
and northeast. Together with the recently identified mineralization scutheast of Kamila
{Kamila SEXT) and the Julieta veins (5 km to the west-northwest of Kamiia), the Casposo
vein district identified to date covers an area of about 5 by 7 km, or 35 km?.

Post-mineralization dykes, of rhyolitic {Kamila), aphanitic-felsic and frachytic {(Mercado)
composition often cut the vein systems. These dykes, sometimes reaching up to 30 m
thickness, are usuailly steeply-dipping and north-south-oriented.

Deposit Geology

Kamila Deposit

The Kamila deposit is developed within a northwest-trending regional-scale structural
corridor of N140E sinistral faults characterised by a pair of west-northwest-trending
bounding vein sysiems, the Inca and B-veins. Thase veins appear to dip towards each
other, converging to the scuthwest at depth and to the southeast along strike into a
‘keel-shaped’ envelope.

The envelope encloses a series of ribs’ or difational veins, which frend north and dip
steeply west. The most impertant of these veins are the Aztec and Aztec Footwall vein
structures. The majority of the exploration fo date by Intrepid has been directed towards
the Aziec, B-vein and Inca structures.

The vein system extends for over 650 m aleng strike and over 260 m in depth, with a
general dip of 680° fo 70° to SW. At surface, the individual veins atiain 12 m maximum
thickness, which decreases with depth to less than 4 m.

Geological mapping in 2003 indicated that veins at Kamila—Mercado were oriented along
three dominant siructural frends; N14CE, nosth—south and east-west. Significant precious
metal mineralization at Kamila and Mercado appeared to be related te the intersection of
N140E and north-south guariz-bearing structures.

A geological plan for the Kamila Zone and typical geological section are shown in
Figures 7-5 and 7-6 respectively.
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7.3.2

7.3.3

7.3.4

Mercado Deposit

The Mercado vein system is exposed 200 m north of Kamila deposit and is separated from
it by the east-wesi-trending scuth-dipping Mercado fault.

This northwest trending hydrothermal quartz vein zone extends for over 500 m along strike,
and over 150 m in depth, dipping 45° to 50° to the southwest. The Mercado system is
variably composed of a compact vein {(Main Mercade Vein or MV-1) or various thinner
parallel veins, from which the north-south-frending MV-1 vein splits. A surface, the
Mercado veins reach 8-10 m in thickness (including over 4 m for the MV-1 vein}, but widths
generally decrease with depth to less than 4 m.

Mercado exhibits bounding fault and dilaticnal vein characteristics similar to the Kamila
deposit. At surface the vein system crops out as an apparent forked vein system apening to
the south towards the Kamila deposit and dipping to the west. Intrepid considers Mercado
to be part of a larger Kamiia structure. The Kamila zcne appears to be dropped down
relative to Mercado, possibly along the late-stage east-west fault.

A geological plan for the Mercado Zone and typical geological section are shown in
Figures 7-7 and 7-8.

Mercado Norte Prospect

No information was available to AMEC for the Mercado Norte vein complex.

Panzén Prospect

The Panzdn prospect is jocated approximately 600 m west-northwest of the Mercado
Zone. The Panzén vein system irends east-southeast, and is parallel to, but scuth of, the
Mercado and Kamila vein structures. True horizontal separation of the two vein structures
appears to be 250 m. Projection of this structure suggests this feature may be an
extension of the siructure controlling the B-vein system or a separate moere southerly vein
structure related to the Maya vein.
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Figure 7-5

Geology Plan, Kamiia Zone
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Figure 7-6
Typical Section, Kamila Deposit
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Figure 7-7
Geological Plan, Mercado Deposit
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Figare 7-8
Typical Section, Mercado Deposit
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At Panzén limited low-grade veining was intercepted in a voicanic sequence intruded by
numerous dykes. Felsic dykes in this area trend northerly and occupy north-westerly
structures previously mineralized by quartz veins and have stopped cut the vein material
making consistent targeting of mineralized zones difficult.

No pians or sections were available to AMEC for this prospect.
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7.3.5

7.3.6

7.3.7

7.3.8

Oveja Negra Prospect

The Oveja Negra veins occur in unaliered andesite velcanic rocks and range in thickness
from 3C cm to 1.5 m, generally striking east-northeast and dipping north. Several veins
have sigmoidal patterns which generally retain the same axial planar strike and dip as the
main veins. The main vein set s intersected by a series of smaller southerly-trending
veins.

AMEC did not view any plans or sections for the Oveja Negra vein system.

Inca SE Prospect

No information was available to AMEC for the inca SE zone.

Kamila SEXT (Kamila Southeast Extension)} Prospect

The Kamila SEXT zone was discovered in February 2006 by exploration hole CA-06-152
which intersected a brecciated quartz vein assaying 4.51 g/ Au and 2,274 git Ag over
1.60 m at a depth of 90 m downhole. This zone is not exposed at surface, being truncated
by a low angle, south-dipping southeasterly-trending fault.

Holes intersecting the Kamila SEXT structure laterally did not produce significant mineral
intercepts although the vein structure was present over core intervals of 6 to 8 metres. It
appears the vein in this area is situated in a normal fault plane (west side down) which
offsets the relatively flat lying contact between the andesites and overlying rhyolite strata
seen at Kamila.

A typical section for Kamila SEXT is presented in Figure 7-8.

Maya Prospect

No information was avaiiable to AMEC for the Maya zone.
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Figare 7-9
Drill Hole Section CA-06-152, Kamila SEXT
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7.3.9

7.3.10

Cerro Norte Prospect

Cerrc Norte is a steep hill underiain by rhyolite volcanics. These volcanics are cut by a
persistent set of east frending sub-vertically dipping quariz and guariz carbonate veins.
The prospect comprises three main parallel vein sets and separated by a distance of more
than 100 m. The aerial distribution of the vein system is approximately 1 km by 1 km.
These veins are generally banded and locally brecciated and may locally exceed 4 m in
width, although the average width is 2 m. Individual veins may be traced for over 100 m.
Each braided vein complex exiends over widths of between 2 to 10 m with strike lengihs
ranging from 850-950 m.

The host rhyolites appear fo be locally silicified and brecciated with quariz fil. From a
prospect-scale perspeciive the veins appear o have an anatomizing pattern. However at
outcrop-scale the veins are heavily controlled by a norih-trending joint set which causes
sharp, right angled, step-like deviations in vein trends. Veins traverse rhyolitic rocks in the
central, higher portion of the Cerro Norte prospect and stratigraphically-underlying andesite
in the western and eastern extremities. This is consistent with the flat-dipping Permo
Triassic lithclogies visible at Kamila. intrepid have interpreted the Cerrc Norte vein compiex
as a large-scale extensional system which may be rooted in the basement below the
Mesozoic andesite-rhyolite complex.

No pians or sections were available to AMEC for this prospect.

Julieta Prospect

The Julieta vein structure was discovered by Intrepid staff in 2005. The vein system is
parallel to and roughly cn-strike with the Kamila-Mercado vein system, 4 km to the
southeast.

Host rocks to the Julisia vein set are vilreous, rhyolitic, welded ashflows which are weakly
pyritized and, in the vicinity of Julieta veins, cut by numerous, often thick (10 cm), veinlets
of quartz—calcite (“stockwork™. This unit is the only significant mineralization host. 1t is
shallow dipping {30% and in fauited contact with an interpreted younger) son-veined and
less welded dacite ash flow which crops out west of the vein.

Both units are interpreted as being high in the Permo-Triassic Choiyol Group volcanics
{Palque Formation) and are probably 300 m siratigraphically above the Casposo flow dome
and its accompanying andesitic ashflows. OCverlying the poorly welded ashflows and
possibly the veins are epiclastic sediments of the Cerro Pelada Formaticn, though no
continuity of veining below these has been noted to date.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 7-14

May 2007




The vein system is emplaced along a northwest-trending, southwest—dipping fault with dips
of 80-75° A slightly later trachyte dyke of varying width (but generally less than 10 m), lies
on the hanging wall of the vein, and locally cuts the vein. The dyke is propylitized and
argiliically altered. A single 10 m-wide north~south-trending rhyolite porphyry dyke cuts the
vein in its southern part of the central area, though the veins that oceur to the scuth and
north appear to be similar, reflecting little change as a result of displacement. A set of
steeply dipping north—south-oriented and east-westtrending veiniets and faults cut and
sinistrally offset the main vein.

A geological plan for the Julieta system is included as Figure 7-10.
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Figure 7-10
Geological Pian, Julieta
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8.0

8.1

DEPOSIT TYPES

The mineralization identified at the Kamila and Mercado deposits, and other prospects
within the Casposo Property are examples of low-sulphidation epithermal deposition of gald
and silver.

Deposit Model

The type description for low-sulphidation epithermal deposits below is abstracted from
Panteleyev (1956).

Low-sulphidation epithermal deposits are high-level hydrothermal systems, which vary in
crustal depths from depths of about 1 km to susgficial hot spring setfings. Host rocks are
extremely variable, ranging from velcanic rocks to sediments. Calcalkaline andesitic
compositions predominate as volcanic rock hosts, but deposits can also oceur in areas with
bimodal volcanism and extensive subaerial ashfiow deposiis. A third, less common
association is with alkalic intrusive rocks and shoshonitic volcanics. Clastic and epiciastic
sediments in intra-volcanic basins and struciural depressions are the primary non-volcanic
host rocks.

Mineralization in the near surface environment iakes place in hot spring systems, or the
slightly deeper underlying hydrothermal conduits. At greater crustal depth, mineralization
can cccur above, or peripheral to, porphyry {and possibly skarn) mineralization. Normal
faults, margins of grabens, coarse clastic caldera moat-fill units, radial and ring dyke
fracture seis and hydrothermal and tecionic breccias can act as mineralized-fiuid
channelling structures. Through-going, branching, bifurcating, anastomozing and
intersecting fracture systems are commonly mineralized. Mineralization forms where
dilatational openings and cymoid loops develop, typically where the strike or dip of veins
change. Hangingwall fractures in mineralized structures are particuiarly favourable for
high-grade mineralization.

Deposits are typically zoned vertically over about a 250 to 350 m interval, from a base
metal poor, Au-Ag-rich top to a relatively Ag-rich base metat zone and an underlying base
metal rich zone grading at depth into a sparse base metal, pyritic zone. From surface to
depth, metal zones grade from Au-Ag-As-Sbh-Hg-rich zones to Au-Ag-Pb-Zn-Cu-rich
zones, to basal Ag— Pb~Zn-rich zones.

Silicification is the most common alteration type with multiple generations of quartz and
chalcedony, which are typically accompanied by adularia and calcite.  Pervasive
silicification in vein envelopes is flanked by sericite-illite-kaclinite assemblages. Kaolinite
illite—montmerillenitezsmectite {intermediate argillic alteration) can form adjacent o veins;
kaolinite—alunite {advanced argillic alteration) may form along the tops of mineralized
zones. Propylitic alteration dominates at depth and along the deposit margins.
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Mineralization characteristically comprises pyrite, electrum, goid, silver, and argentite.
Gther minerals can include chalcopyrite, sphalerite, galena, tetrahedrite, and silver
sulphosalt and/or seienide minerals. In alkalic host rocks, tellurides, roscoelite and fluorite
may be abundani, with lesser molybdenite as an accessory mineral.

Post the summary by Panteleyev, a number of workers have revisited the epithermal
deposit classifications.  Corbett (2001) introduced subcategories of arc-related low-
sulphidation and rift-related low sulphidation to the traditional epithermal classifications in
an attempt to belter categorize features of epithermat deposits in the Chile~Argentina area.
In 2000, Hedenguist et al., (2000) identified transitional features in a number of the South
American epithermal deposits, and termed the transitional members “intermediate
sulphidation™ deposits.

Figure 8-1 shows a model for formation of epithermal-style mineralization. There can be a
continuous gradation within a mineral district from low-sulphidaticn through intermediate- to
high-sulphidation {pyrite-enargite-luzonite-covellite} assemblages.
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Figare 8-1
Schematic Deposit Model, Epithermal-style Deposits
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9.1

MINERALIZATION

Kamila Deposit

The gold-silver mineralization at the Kamila deposit is structurally controlled and occwrs in
crustiform-colloform quariz veins and stockworks in both andesites and rhyclites. The
veining extends for about 2 km in a northwesterly direction, attaining widths of up to 500 m.
Arsenopyrite and stibnite occur in the stockwork zones that are developed adjacent {o the
gold-bearing veins. Vein alteration is characterized by strong to pervasive silicification.
Wallrock alteration varies from argiliic to propyiitic. Banded quartz—calcite veins with iatlice
biaded textures are common in the andesites.

Interpretations of the drill core show that mineralization is vertically zoned, as follows:

. At 2,400 masl, crustiform textures are dominant;
. Between 2,300-2 400 masl guartz crystalline textures are dominant; and

. At <2300 masl coarse crystalline guariz—carbonate textures deminate.

Quartz vein textural mapping from drill core and surface exposures indicate that the Aztec
vein is dominated mainly by brecciated and banded texiures, with minor biaded and
massive patches. The B veins are texturally similar to the Aztec vein, and the inca vein
shows a balance between the dominant banded +/-brecciated textures along with areas of
crustiform and colloform textures.

Longitudinal sections through the mineralization showing geld grades are presented for the
Aztec (Figure 8-1), B (Figure 9-2}, and Inca {Figuse 8-3) vein systems.
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Figure 8-1

Longitudinal Section Showing Au Grades, Aztec Vein
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Figare 9-2
Longitudinal Section Showing Au Grades, B Vein
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Figure 9-3
Longitudinal Section Showing Au Grades, Inca Vein
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9.2 Mercado Deposit

Mineralization within the Mercado vein system contains moderately higher base metal
values, as well as increased amounts of iron and arsenic sulphides, as compared to the
veins at the Kamila depasit. Mineralization and differences in mineralogy associated with
this vein system suggest the relative position of Mercado within an epithermal system
woluld be lower than Kamila.

Two main guariz vein texiure types were noted from dsill core and surface exposures:
banded-brecciated and banded with some areas aiso showing minor colleform textures.
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A longitudinal section through the mineralization at Mercado showing grade thicknasses is
shown, together with Kamila and SEXT in Figure $-4; gold grades are presented in
Figure §-5.

9.3 Mercado Norte, Panzon, Oveja Negra, Inca SE, and Maya Prospect

No informaticn on the mineralization styles for these prospects was availabie to AMEC. All
are reported by Intrepid (McGuinty, 2007) fo be low-suiphidation quartz—adularia type veins
that carry gold and siver values.

9.4 Kamila SEXT (Kamila Southeast Extension)} Prospect

A longitudinal section showing the Kamiia SEXT, Kamila and Mercade mineralization is
given in Figure 8-4. No other information was available on the prospect.

Figure 9-4
Grade Thickness Contours, Kamila, Mercado and Kamila SEXT
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Figare 9-5
Longitudinal Section Showing Au Grades, Mercado Vein
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9.5

9.6

Cerro Norte Prospect

Vein textures vary from calcite~quartz in the east part of the Cerro Norte Prospect to latlice
biaded-banded breccias in the west. Both of these features are indicative of high-ievel
mineralizing episodes within a typical epithermal system.

Wallrock and host rock (andesite and rhyolite) captured within the anastomozing vein
systems is silicified and contains numerous micro-veiniets of quartz and calcite commoniy
containing values of 100-300 ppb gold over widths of 2-10 m. These anomalous intervals
are found in each vein set and across the entire (east to west) extent of the veins system.
Silver values are low, generally in a 1:1 ratio with gold.

Julieta

Two goid mineralized veining events are recognized at Julieta; an early main vein with a
central sigmoidally-shaped loop, and a north-south-trending vein swarm that constitutes a
“stockwork” zone. The main vein is cut and displaced left-laterally (<5 m) by the vein
swarm.

The main vein at Julieta consists of well banded quartz—chalcedony-calcite zones to the
north and south of the central “Loop Zone”™ where banded, white, microcrystalline guariz
and chalcedony form on average 50% of the vein system. The remainder is filled by
calcite. Locally, the proportion of silica relative to calcite is extremely variable, ranging from
0 to 100%. Calcite deposition is typically synchronocus with silica, forming parallel bands
and radiating clusters of fine bladed crystals. Calcite replacement textures by silica are
ubiguitous although not pervasive. No adularia was identified from surface mapping.

In the ceniral “Loop Zone™, the main vein splits, is segmented, and is affected by a later set
of narrower, but continuous, north-south-oriented veins. The “Loop Zone” covers an area
of 160 m x 180 m, and coincides roughly with a zone of increasing brecciation in the main
vein. The veins forming the “Loop Zone” and most of the north south oriented veins are
banded, with brecciation occurring mainly in the northwestern corner of the joop.

A trachyte dyke, which may be late-stage, cross-cuts the vein through the breccia zone.

The vein-breccias in the “Loop Zone” appear synchronous with vein emplacement as
indicated by a 10-20 cm banded zone mapped in the footwall of the vein. The
vein-breccias pinch-and-swell reaching maximum widths of 5 m, however these thicker
pods are genersally less than 20 m in length. Brecciation is interpreted as a combined
fecionic-hydrothermal feature, with significant and locally dominant rock-flour cemented by
either chalcedony or calcite. This contrasts with the cockade texiures locally developed in
the banded veins.
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9.7

The system of north—south-oriented veins (“stockwork zone”) in the centre of the loop
appears to have formed later than the main vein and breccias. Faulting, associated with
the late veins sinisirally displaces the main vein up to 5 m. Like the vein-breccias, the late
veins have variable dips, generally steeper than the main vein and often vertical.

A good exploration target exists where the vein-breccias, along with the southerly-oriented
veins and breccias within the loop converge on a low angle, northwesterly-frending vein of
the loop. However, a late frachyte dyke that intrudes along the vein structure will make
exploraticn, and establishment of grade continuity in this area a difficult task.

The Julieta vein system shows similar geochemical patterns tc the Kamila area especially
with regard o very low base metal values and very low As, Hg and Ba. The two also share
moderately anomailous Sb (>10 fo <200 ppm), which is strongly correlative with Au values,
and low iren levels, corresponding to a low pyrite concentration.

Fluid inclusion studies on five samples of the Julieta vein {Townley, 2003} indicate that the
relative depth of exposure is significanily higher than Casposo, as suggested by is
stratigraphic setting. This would suggest possible continuity of mineralization at depth. The
calcite content and high AuAg ratic would seem to confirm a higher ievel.

Mineralization Codes

A total of 55 lithology codes are used in geological legging of drill core at Casposo, as
shown in Table 9-1.
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Table 9-1
Logging Codes, Casposo Project

Coda Explanation Litho Num
3ABx Andesite breceia 1
3ABxqey Andesite breccia quartz—calcite veinlets 2
JABxqy Andesite breceia quartz veinlats 3
3ABxgvsw Andesite breccia quartz vein stockwork 4
3ABxsw Andesite brecoia stockwork 5
3AP Porphyritic andesite &
3APcpyy Andesite calcite—pyrite veinlels 7
3APgosw Andesite quartz—calcite stockwork 8
3APgey Andesite guantz—calcite veinlets 9
3APqv Andesite quartz veinlets 10
3APgvsw Andesite quartz stockwork 11
3APsw Andesite stockwork 12
41 tgnimbrite 13
4PC Pyroclastic {crystal 1uff) 14
4APCBx Pyroclastic breccia 15
4PCaqov Pyroclastic breccia quartz—calcite veinlets 18
APCav Pyroclastic breccia quartz veinlets 17
4PCrvsw Pyroclastic breceia quartz stockwork 18
4RBx Rhyolite brecsia 18
4RBxav Ehyolite breccla quartz veinlets 26
ARBxgvsw Ehyolite breccia quartz stockwork 21
4RBxsw Rhyolite breccia stockwork 22
4RDa Rhyolite-dacite 23
48Dasw Rhyolite—dacite stockwork 24
4RFhx Riyolite flow brecciated 25
4R Ebxrgvsw Rhyolite flow brecciated quartz stockwork 26
4RP Porphyritic rhyolite 27
ARPav Parphyritic rhyolite quartz veinlets 28
4ARPrvsw Porphytitic rhyolite quartz stockwork 28
4RPsw Porphyritic rhyolite stockwork 30
5GR Granites 31
50 Manzonite 32
50QFF Dome and aplitic felsic dike 33
ARp Rhyolite dike 34
5T Trachyte 35
BAF Andesite dike 38
BnQy Banded quartz vein 3y
BX Brecuia 38
BxBnQy Brecciated banded quartz vein 38
Bxgow Minor brecciated quariz calcite vein 40
BxQv Brecciated quartz vein 41
Bxtc Tectonic breccia 42
Bxid Undifferentiated hydrothermal breccia 43
o Minor caleite vein 44
a3 Dabris flow 45
fr Fracture zone 46
FZ Fault zone 47
fz Minor fault zane 48
N No recovery 48
Qcy Quartz—calcite vein &0
qev Minor quartz—calcite veln 51
ot Quaternary &2
v Massive quartz vein 53
oy Binor quarkz vein 54
$Z Shear zone &5
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10.0

10.1

10.1.1

10.1.2

EXPLORATION

Two main phases of expioration have been undertaken on the Project: Battle Mountain
Gold (BMG), from 1883-1886, and Intrepid Mines Ltd (Intrepid) from 2002 to the present.
The exploration history is summarised in Section 6 of this report. In general, there is fittle
documentation available on the methodologies of the BMG pregrams.  Intrepid is in
possession of all remaining physical core samples and core and channel sample assays
certificates for sampling completed by BMG prior to the 2002 acquisiticn by Intrepid of the
Property

Grids and Surveys

Battle Mountain

As a base for geological mapping, BMG used 2 1:10,000 fopographic map prepared by the
Instituto de Fotogrametria of the San Juan University through photegrammetric restitution
of 1:40,000 scale aerial pholos. Successive restitutions to more detailed scales (up to
1:1,000) were later conducted.

Mapping was also supported by a 50 m x 50 m grid {locally 108 m x 100 m), with a
northeast southwest orientation. Alfredo Herrada, an external contractor, connected the
lacal grid tc the National Geodesic Grid through three base points (Table 10-1). These
measurements were referenced to the National Point 14-093, with POSGAR
‘94 coordinates {Campo inchauspe 1968 datum) as follows: Latitude = -31° 12" 18.8062",
Longitude = -69° 27" 40.6477"; Ellipscidal Elevation = 1429.488 m.

Table 10-1
Coordinates of Topographic Base Points at the Casposo Project
Point x {CAl ‘69) y {CAI ‘69) X {Pcsgar ‘84) y {Posgar ‘94)
P5 o1 6,547,715 64 2,439,623.26 6,547 508 88 2,438,534 07
PS5 02 6,547 974.29 2,436,353 55 6,547 76753 2,430,264 36
PB 03 6.548,285.55 2,438,754.96 6,548,078.79 2,438,665.77

Intrepid Mines

In 2003, Intrepid contracted Eagle Mapping Sudamérica (2003) to complete a low altitude
flight over the Casposo area to take air photos, using two double-frequency Topcon GPS
ground receivers as conirol. Based on the photos, a 1:1,000 topographic map with 2 m
contour lines was prepared.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 10-1

May 2007




16.2

10.3

Coordinates in the Casposo Proiect correspond to the Argentine Gauss Kriiger Campo
Inchauspe 1969 system, with elevations established from USO 81. Eagie identified major
differences between these coordinates and the Posgar 04 system, as follows: north, -6.252
m; east, +7.701 m; and altitude, +23.276 m. For this reason, the Gauss Kriger system
was not adopted for use on this project.

Alfredo Herrada (see Secticn 10.2) continues tc conduct tepographic surveys at Casposo,
when requested. Herrada uses two Ashtech-Mageilan mono-frequency (L1} Monocode
{C/A} receivers, model Pro-Mark X-CM, with 10 parallel channels, by the differential static
method. The resulting dates are processed with the METAR 2.03 software.

Geological Mapping

Intrepid has undertaken prospect-scale mapping at 1:1,000 scale in areas that were not
covered by the initial BMG mapping.

Geophysics

In 2004, Guantec underiook a Time Domain induced Polarization and Resistivity
{IP/resistivity) survey on a portion of the Casposc Project, with the aim of detecting and
delineating silicified struciures and related disseminated sulphides associated with gold
mineralization. The grid consisted of 100 m-spaced northeast-southwest lines staked with
wooden pegs at 50 m intervals along the lines. The survey used an Iris Eirec-8 six channe!
time domain receiver and a 5 kW Iris VIP transmitter. All the survey data resulting from the
gradient |P/resistivity and Pole-Dipcle surveys were considered by Intrepid to be of high
quality. No instances of poor contacts or grounding wires were cbserved by Quantec
during the course of the survey. In virtually all areas, signal strength and repeatability were
ample for the survey requirements (QGuantec, 2004).

Quantec (2004) summarized the survey results as follows:

On fines 250W, 200W and 100W the position of known mineralized veins coincides with
efevated resistivity (between 700 and 1000 ohm-m) as well as increase chargeability
{7TmVIV fo 10mVIV).

These resulfs agree with expectations for the property. Decreased porosity resulting from
sificification increases electrical resistivity. Minor quantities of sulphides increase IP
chargeability. It Is likely though that these properties are more related to silicified and
pyritized host rock than the actual veining, hence we observe a broader anomaly than
would be expected for the veins themselves. These anomalous areas extend toward the
southeast. In the vicinity of Line 600E, the trend of the anomalous features changes. It
appears be cross-cut by predominantly north-south trending structures.
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From the IP and resistivity data one can identify a number of lineaments suggestive of
structural features. These are mostly northwesi-southeast trending, but some north-south
and northeast-southwest trending features also occur. Further correlation of these features
with the geology may show if these features are related to faulling or lithology and can play
an imporiant part in the inferpretation of the control of mineralization in the area.

The identification of drill fargets based on these geophysical data should folfow the process
of correlation of geophysics and geology. One might anticipate that relatively narmow
resistive lineaments, parificularly in zones of increased chargeability, are poteniially
mineralized struciures. In covered areas, additional geological evidence might not be
forthcoming without test drifling.

An IP/resistivity prospectivity plan is shown in Figure 10-1. Dr#l holes on the plan were
current as at plan drafting in mid-2004.
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Figure 10-1
IP/Resistivity Plan
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10.4

10.5

Surface Sampling

While there is mention of siream sediment and rock chip sampiing being underiaken by
Intrepid (McGuinty, 2007), these early-stage sampling technigues have been superseded
by the trenching, pitting and drilling programs and are therefore not discussed in any detail
in this report.

Trenching

A summary of the trenching undertaken on the Project is given in Table 10-2. Assay results
from 70 of these trenches are incorporated into the mineral resource estimate reported in
Section 17. As the Inirepid database does not record which years sampling was
underiaken, it is not possible to break out the data on an annual basis. BMG sampling was
confined to 1998-2000.

Table 10-2
Trench Summary
Target Area Number of Treriches Total Langth {m} Comment

Cearre Norte 72 1588.85 intrepid
Kamila 22 1620 BMG
Karnita 87 9152 intrepid
Kamila Mayan NW 20 79.8 intrepid
Kamila inca Foolwall 8 202 tntrepid
Matrcado 15 FO1.27 BMG
Mercado 15 406 intrepid
Mercado NW 10 154.3 tntrepid
Oveja Negra 26 2¥7 1 intrepid
Panzén k! 8.5 intrepid
subtotal BMG 37 2411.27 BMG
subtotal intrepid 217 385785 intrepid

Total Trenches 254 5964.22 Total

The Intrepid Casposo database includes 217 trenches, totalling 3,558 m, of which 115 were
completed at the Kamila deposit, 40 at the Mercado deposit, 11 at the Panzdn prospect,
and 26 in the Oveja Negra prospect. A total 22 frenches were completed by BMG at
Kamila, and a further 15 at Mercado. The remaining 25 trenches were completed on
prospects outside the main deposits, such as Cerro Norte.

The trenches were designed to cut the quartz veins and silicified zones. The most common
orientations are southwest-northeast to southeast-northwest, although some of the
frenches have general north—south orientations.

The trenches were excavated or cleaned with pick and shovel, without using explosives
and sampled by chisel and hand cobbing. Trench lengths ranged from less than 1 m to
224 m, averaging 23.3 m. Individual samples within the trenches ranged from 0.1 m to
21.6 min length and averaged 2.3 m.
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10.6

10.7

10.8

10.8.1

Pits

No information was made available o AMEC on the pitting programs. Samples collected
from ali five completed pits are incorporated into the current mineral resource estimate
{Section 17}

Drilling

Seven phases of diamend drilling and one phase of reverse circulation {RC) driliing have
been compieted an the deposit. Details for these programs are presented in Section 11 of
this report.

Other Studies

Mineralogy {Kishar Research Inc., 2003}

Six sampies in polished section from the Kamila Zone {inca and AF veins) were examined
under scanning electron microscope by personnel from Kishar Research Inc. Gangue
minerals identified included ultra fine-grained-cryptocrysiailine to very fine-grained quartz,
fine anhedral to subhedral grains of adularia, and ultra fine-grained matrix carbonate. No
biaded carbonate texiures were noted.

The opague mineral assemblage identified in the suite of six samples included translucent
{low Fe) sphalerite, chalcopyrite, pyrite, lead sulphide and selenide, several sulphosalt
minerals, native metal alloys that range from silver-rich electrum tc native silver, silver
selenide and sulphide and rare native arsenic. The native metal alioys are typically zoned
with goid-rich {gold + silver) cores and mantled by more silver-rich margins.

Based on intra-mineral textures, the opagque minerals were divisible into three sub-groups
or assembiages. These assembiages are!

. an early sulphide assemblage followed by

. an assemblage dominated by sulphosaits with native metal alloys and minor base
metal suiphides and selenide and

. a poorly represented iate stage sulphosalt + silver selenide and silver
sulphide + native silver that are hosted in micro-veinlets within either of the previous
two assembilages.
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10.8.2

10.8.3

Quartz Textural Mapping (Fernandez and Belvedieri, 2005)

Vein textural mapping was undertaken on all drill core and susface vein exposures during
2003-2005 by C. Gustavo Fernandez and Irma L. Belvideri.

The study was based on the core logging database, from which the vein intervals were
extracted along with their texiural descriptions. The study also relied upon field
observations of surface vein textures. This data was standardized and fitted to a specific
quartz texiusral model (Morrison et al., undated), and then plotted as points on the
longitudinal sections. After that, an empirical and experience based set of polygons were
drawn representing the textural zone disirihution. Based on this textural modsl, Fernandez
and Belvedieri concluded that there is no indication that the middle to lower paris of the
mineralizing system has been reached by the drill holes. The abundance of banded,
brecciated, colioform-crustiform and bladed textures dominating the drill core to date
suggested to the study authors that the middle to upper and upper sections of the
mineralization system were present. This idea, they considered, was supported by the
presence of stockwork at depth in drill core.

Fluid Inclusion Study (Townley, 2003, 2005)

Fiuid inclusions contained within 25 samples of dril core from the Casposo area were
evaluated for salinity and estimated depth of formation during 2003 and 2005.

The 2003 study investigated two arsas, namely Kamila (B Vein, Aztec Vein, inca Vein,
SE Extension and Rosarita), and Mercado (Mercado Vein, Maya Vein, Panzén Vein and
Cerro Norie). Conclusions from the report are as follows:

The results described for all studied sampies evidence two phase fluid inclusion
homogenization temperatures that range between 190° and 360°C, and salinity values
belfow 5% NaCl eq., mostly below 2% NaCl eq. The broad femperature range is in part
compatible with temperatures described for epithermal precious metal systems, yet higher
temperaiures observed in many cases {Mercado Vein, B Vein, Aztec Vein, Inca Vein,
Panzén Vein and Cerro Norte} are above or within the expected upper limit of the
epithermal range. Higher temperatures could be explained in pari due fo over pressuring
conditions associated with processes such as crack and seal flow. Such an observation is
compatible with banded texture of veins, a feature common o praciically all samples. It is
also compalible with brecciation, and fragments of rock with banded veinlets within,
indicating recurrent processes of sealing and breccialion. In some cases a lower
temperaiure overprint associated with quartz, on higher temperature associfated with
calcite, is observed. This feature, coupled with banded texiures, would indicate recurrent
boifing conditions, felescoping and verfical migration of boiling zones, and most likely, a
large vertical extent of boiling zones. Estimated depth of emplacement, based on bolling
conditions under hydrostatic pressure indicate a range between 1800 m up to 400 m.
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Low salinity values suggest a strong meteoric waler source, and presence of aduiaria and
moderate to low sulphidation ore minerals would indicate the Casposo Vein system as a
fow sulphidation epithermal system or as a Quartz-Adularia epithermal system. Very low
salinity values better fit the second indicated model.

Considering the main vein system {Mercado - Kamila), the highest temperatures and
deepest estimated levels of emplacement are indfcated for the Mercado Vein and the B
Vein. The average depth of emplacement for the Mercado Vein is 1325 m, and for the B
Vein, 1260 m. In the Kamifa sector, veins immediately NW (Aztec and Inca) and SE
{(SE Extension, Rosarita} of the B Vein {(Kamila}, indicate slightly lower temperatures and
shallower levels of emplacement, suggesting a zonation around the core of the Kamila
secfor. This may be inferpreted as a fateral zonation around a core zone centered on the B
Vein, or as an irregular paleoisotherm with its apical point centered on the core. in the
cases of the B, inca and Aztec veins, the deeper drill core samples show fower
temperaiures, suggesting that current surface represents telescoped levels of the system
and that most likely processes of crack and seal flow were associated with the generation
of this ore zone. These observations indicate ore potential may yet remain at depth within
this core zone. Zonation fowards the SE Extension fo lower femperature and estimated
depth is carried SE towards Rosarita, where lower temperatures and shallower levels of
emplacement are estimated. This could efther represent a lateral vein zonation from the
Kamila core zone towards the SE, or that Rosarita represents higher fevels of the system,
with an unknown pofential af depth.

Results of the 2003 work are summarized in Table 18-3.

Table 10-3
Fluid Inclusion Data Summary, 2063

Vein System Th °C % NaCi aq. Estimated

o Area Wein Bample 1d Range (Ave.) Avg. Depth fm] Location
1860 260-370 {334} 04 (1.1} 1,100 Surface
B Vein 1861 320-360 {343} 0-1.5 (0.6} 1,800 Surface
1576 240-350 {282} 0-1.5 (8.5} 850 BhH
. 1958 280-300 {277} 0-2 {1.8} 750 BhH
Kamila Aztec Vein 1862 270-340 {304) 02 (0.5) 1,100 Surface
inca vein 1959 270-320 {288) 02 {1.3} 1,050 BhH
1863 190-340 {252} 0-2 (0.5} 450 Surface
5E Extension 1977 260-320 {288} 345013 300 Burface
Rosarita 1970 240-360 {280} 82 (0.7} 800 Surface
1540 240-280 {256} 0-1.5 (0.4 500 Surface
1964 260-320 {297} 0-3 (1) 1,050 Surface
Mercads Vein 1B65b 280-370 {334} 15527} 1,750 Surface
1968 280-360 {316} 0-1.5 (0.4} 1,400 Surface
1575 280-350 {302) g2 (3.7} 1,100 BhH
Maya Vein 1972 260-320 {285} 0-1.5(0.5) 800 Surface
iarcado Panzon Vein 1867 270-340 {308} G-1.5(07) 1,250 Burface
1971 260-350 {300} 035 (1) 1,100 Surface
11971 Cai* 270-330 {318} 0-1.5 (0.6 1,350 Surface
Cerno Notte 11871 Qz* 230-320 {285} 0-2 {1.5} 550
14650* 250-290 {269} 0-3.5(1.8) 550 Surface
ACA4-1* 220-280 {251} 0-2 (0.8 450 Surface
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The Julieta vein system was analysed for fluid inclusion data during 2005 (Table 10-4).
Fliid inclusion studies indicate that the relative depth of exposure is significantly higher
than the main Casposo vein systems reviewed o date.

Table 10-4
Fluid Inclusion Data Saummary Julieta Vein, 2005

Estimated

H H 2, &
Sample Veis Mineral Th {*C} NaCl% eq. denth (m)" Au ppim Ag ppm

. Qz{n) 258 0B 550

10062 Jukists Ozivhh 250 0.4 550 3.432 89
. Qz 243 1.4 400

10085A Jukists cal 177 1o 100 358 263
. Qz{m 283 0.5 800

100858 Jukista Calin 254 0o 550 356 26.3
. Qzibv) 312 0.8 1400

5425 Jukista Gz(mas) 251 0.5 550 221 324
Qzevg) 306 06 1200

10052 Julista Cal lvgh 307 o7 1208 215 22
Qzich 295 0.7 115G

MNote: Qz = quartz; Cal = calcite; (n) = needle or bladed texdure; {vf} = veinlet filling; {bv) = banded veln; (ms) =
massive sugary vein, {vg) = coarse granular grained vein; {c} = comb lexture. * Estimated depth of emplacement
calculated after Haas (1871).
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11.0  DRILLING

111 Introduction

Intrepid Mines and precursor company BMG have conducted exploration activities on the
Casposo Property since 1993, Core drilling {HQ diameter) and a small amouni of
RC drilling were compieted on several zones and prospects during the period 1893-2006.
A drill hole summary is included as Table 11-1 by year, and by driling phase in Table 11-2.

Table 11-1
Drilling By Year at the Casposo Deposit {{o end September 2008)

Year Company Drifting Type Deposits and Prospects Dritted H':ﬁ;s Meterage (m)

1999 BRG Eiamond Kamila, Mercado 26 4.337.17
2000 BRG Eramond Kamila, Mercado, Cero Norte 20 4.288.97
2003 Intrepid Biamand Kamila, Mercado 33 4.104.30
2004 Intrepid Biamond Kamila a7 4.817.55
2004 intrepid RC Kamila, BEXSE", Rosarita Sur® 12 2,185

2005 intrepid Diamond :amila‘ Mercado, Panzon, Oveig o 5.850.90

egra
. . Kamila, Mercado, Kamia SEXT,
2006 Intrepid Eiarnond Mercado SF 54 7.315.15
Totals 231 32,399.04

Note: * indicates areas drilled are outside the main Kamila deposit.

Table 11-2
Drilling Campaigns by Phase at the Casposo Deposit (to end September 2008}

Company Phase Dritling Type Period Ragﬁz}giiale I-il::?e; 5 Meterage (m)
BMG 189832000 45 8 626
fntrepid 3 Eramand 2032- sarly 2003 16 1,878
fntrepid 4] Eramand tate 2003—early 2004 7 4,562
fntrepid FHE Biamand Late 2004 middle 2005 38 5872
fntrepid B Eramand tate 2005-earky 2006 18 3821
Intrepid V' Biamond Up to July 2008 to hole CA-06-166 12 1,053
fntrepid W Eramand July—August 2008 to hole CA-06-180 24 2982
fntrepid Wit Eramand Septembear 2008 ta hole CA-G6-198 2 1,511
tntrapid RC 2004 12 2185
Totats 1893-206066 291 32,600
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Drilling to end September 2006 on the Project comprises 199 diamond holes {30,715 m)
and 12 RC holes (2,185 m) for a combined RC and diamond iotal of 211 holes for
32,899.04 m. A total of 46 of these holes for 8,626 m were drilled by BMG, and 185 holes
{24,274 m), including the RC, by Intrepid Mines.

A drill hole focation plan showing all holes completed to the end of the 2006 drilling program
for the Kamila Zone is included as Figure 11-1, for Mercado in Figure 11-2, and for Kamila
SEXT in Figure 11-3.

Figure 11-1
Drill Hole Location Ptan, 2006 Kamila Drilling, Phases Vi and Vi

(R RERE

THBPOSR0 PROJECT
¥ ERMES ARER,
EO0ETRI OF DRILL HOLES

MNote: Figurs from Intrepid Mines Limited,
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Figure 11-2
brill Hole Location Pian, 2008 Mercado Driliing, Phase Vi

Note: Figure from Intrepid Mines Limited.
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Figure 11-3
Drill Hole Location Plan, 2006 Kamita SEXY Briiling

CESFOSE PROJEDT
bl & BB EXTEMEITH
CRIEL PLAN

Pt ]

MNote: Figurs from Intrepid Mines Limited,

Only drill holes up to CA-06-174 were included in the database (close-off date October 10,
2006} that was incorporated info the mineral resource estimate in Section 17. Data from
drilt holes CA-08-175 to CA-06-199 had not been received at the time when the database
was closed for estimation purposes.

The holes that were not included in the current estimation database were primarily drilled to
test the Inca vein system at Kamila and Mercado. In addition, nine additional holes
{CA-06-151 to 188) were drilled during September to test the Kamila SEXT prospect.
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11.2

11.3

11.3.1

RC Driilling

Intrepid used a sole contractor, Major Drilling (Major), for RC drilling. Holes were oriented
{0 45°, 90°, 135°, 300°, 310°, 350° and had inclinaticns from -50° to -60°. Prospecis and
deposits tested by the RC program included Rosarita Sur, BEXSE and Kamila.

The RC hole depths ranged from 123 m te 207 m, averaging 182 m. All RC holes were
drilled with a 138.7 mm (5.5 diameter drill bit.

No logging or sampling procedures were available to AMEC. The RC drilling does not
inform the rescurce model.

Diamond Driiling

Battle Mountain Drilling

Between 1993 and 19588, BMG completed 8,626 m of diamond drilling in 46 holes, to
approximate a 50 m x 50 m drilling grid {Puritch, 2004). Brill hale depths ranged from
75.3 mto 437.4 m, averaging 187.5 m. Brilling was completed primarily on the Kamila and
Mercado deposits, but two holes tested the Cerro Norie prospect.

BMG used twe coniracters: Major and Connors Drilling {Connors) who completed 11 holes
{1,732 m) and 35 holes {6,854 m) respectively. Most holes were east or northeast-oriented,
generally normal to the strike of the silicified units, although four holes were also oriented to
the north. All drill holes had 45° to 80° inclinations. The drill hole diameter was primarily
NQ (47.6 mm nominal core diameter), although some holes were collared with
HQ (63.5 mm nominal core diameter), and reduced to NQ for the deeper sections.

Recovery

The average core recovery was 93.7%, but the drill hole database only includes recovery
data for 2,348 m, representing 27% of the total meterage.

Collar Surveys

No information was provided to AMEC for the locations of the collars for the BMG drilling.
AMEC validated survey data as discussed in Sections 14.2.1 and 14.2.2.

Down Hole Surveys

Acid tests (27 holes) and the Tropari system (19 holes) were used io measure the down
hoie deviaticns. AMEC verified the survey data, as discussed in Section 14.2.2.
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11.3.2

Logging Procedures
BMG used the following core logging procedures:

. Core was placed in well-identified, 1 m long, labelled wogden core boxes, from left to
right, with the start and finish of each drill run labelled with a meterage marker.

. Core boxes were closed and regularly transported to core logging facility, and iaid out
in order of increasing hoie depth.

. Core box labels and meterage were checked for accwracy and core was
photographed and printed in paper format.

. Specially designed forms including general data, as location, date driled, diameter,
down hole deviaticn, etc., were used for logging.

. Geological data recorded included lithology {usually succinct), alteration, veining,
mineralization, structures, and references about the oxide/sulphide boundary, all
numerically or alphanumerically coded.

. initially, the geotechnical data were not systematically recorded. Later, recovery and
RQD were documented for all BMG haoles from CA-00-30 forward.

. Informatien from the drill logs was hand entered into BorSurv, a special logging
program, using a single-entry procedure.

Drill hole geological data from BMG are available on site as descriptive logs recorded on
A4 paper sheets. BMG core is currently stored at site, along with the Intrepid core.

Intrepid Mines Drilling

Between the acguisition date of the property in 2002 and July 2006, Intrepid completed
17,586 m of diamond drilling in 120 holes {up to drill hole CA-06-186), in addition 1o
2,185 m of RC drilling in 12 holes. intrepid used Cennors for the majority of the diamond
drilling programs in that pericd. Between July and September 2008, Inirepid drilied 33
additional driill holes {drill holes CA-06-187 to CA-06-199). Connors and another coniractor,
Bolland Drilling, were used for drilling during the July September 2006 campaign.

Drill holes after CA-06-174 are not included in the resource estimation supporting the
Feasibility Study (dri#l holes CA-06-175 1o CA 08 199), as the assays for those drill holes
had not been received at the time the database was closed off for rescurce estimation
purposes on October 10, 2606.
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Most diamond drill holes were oriented to the east {ranging from northeast to southeast),
generally normal te the strike of the silicified units, although six holes were also oriented to
the west and one hole fo the north. All holes used in the Feasibility Study resource
estimate have 45° to 80° inclinations. Diamond drill hole depths ranged from 50 m fo
409.8 m, averaging 146.6 m. The diamond drill hole diameter was primarily HQ {the
NQ diameter was used only in three holes, namely CA-03-38, CA-05-133 and CA-05-134).
All Intrepid core has been drilled with the HQ-3 friple tube method o ensure minimum core
rotation and maximum sample recovery, with the exception of two holes, at Panzén, in
2005, which were drilled as NQ-size.

Recovery

The dril hole database includes recovery data for 16,126 m, representing 57% of the total
Intrepid diamond drilling meterage. The average core recovery is 93.1%.

Collar Surveys

No information was provided to AMEC regarding collar survey methodolegies. AMEC
validated collar locations as discussed in Secticns 14.2.1 and 14.2.2.

Down Hole Surveys

The Tropari system was used o measure the down hole deviations in 13 holes, whereas
the Sperry Sun method was used for the remainder of the holes. The values were read on
paper and then introduced inte the logging forms and the database. AMEC verified the
survey data as discussed later in Section 14.2.2.

Logging Procedures

Intrepid used the following core logging procedures:

. Core was placed in well identified, 1 m long, wooden core boxes, from left fo right,
with the start and finish of each drill run labelied with a meterage marker;

. Core boxes were closed and regularly transported to core loegging facility, and iaid cut
in order of increasing dsill hole depth;

. Core box labels and meterage were checked for accwracy and core was
photographed in digital format by a company geologist;

. Specially designed forms were used for logging. These included general header
daiaz, such as location, date drilled, core diameter, down hole deviation, eic;
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. Geolagical data recorded included lithology, structures, alteration, and mineralization.
A set of alphanumeric codes synthesize the geological data;

. Geotechnical data recorded included RQD and recovery, as well as coded hardness,
weathering and varicus fracture data;

. information from the drill logs was hand-entered into Excel files using a single-eniry
procedure.

Intrepid drill hole geological data are available on site as descriptive legs recorded on paper
sheets,

Once core was logged and sampled, it was stacked by drill hole in an enclosed warehouse
or tarped area cutside of the warehouse. All boxes are stored with lids.
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12.0

12.1

12.2

SAMPLING METHOD AND APPROACH

Introduction

Sampling programs at the Casposo Project have included drill core samples, RC samples
and varicus geochemical samples comprising surface rock chip, soil and stream sediment
sampling (surface sampling), trench and pit sampling {channel sampling), The surface
sampling has been superseded by the drilling, trenching and pitting samples and are
therefore not discussed in detail in this report.

No detailed information was available for AMEC 1o review for the logging, sample collection
and sample preparation protacals for the BMG exploration programs.

Intrepid established detailed logging, sampie collection, and sample preparation protocols
for core and RC sampling, and implemented procedures for the collection of geotechnical
data.

AMEC was on site during a portion of the core and RC drilling and was able tc observe the
procedures for those activities.

Table 12-1 summarizes the sample database by sample type (for those samples used for
resource estimation). Samples from drill holes CA-06-175 fo 199, which were not included
in the resource estimation {refer o Section 11.0}, are not reported in the table.

Table 12-1
Sampile Types at the Casposo Deposit
Typa Nurnber Totai Langth {m} Percentage Average Length {m)

Burface 1,734 -

Channel 1,730 4.054 228 2.34
Core BMG 5333 £8.463 35% 1.21
Core lrtrepid 5233 8,671 6% 1.27
RC Intrepid 815 1,190 A% 1.45

Surface Sampling Procedures

Soil and stream sediment samples were dried and screened with an 80# sieve, after which
a 100 g sub-sample was split, bagged and sent o the lab. The rock chip samples were
collected with hammer and chisel, and consisted of approximately 1 cm diameter
fragments, taken from an area of influence of about 2 m in diameter. The average weight
was 3 kg.
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12.3

12.4

12.5

Channel Sampiing

Continuous channel sampling was conducted in trenches with chisel and hammer, usually
at the bottom of the excavations. The average length was 2.38 m, but about 85% of them
were 1 m io 4 m long, and nearly 12% exceeded 5 m, sometimes reaching 10 m {some
BMG trenches). The average weight was 3 kg to 5 kg.

RC Sampling Procedures

RC samples were coliected from the cyclone every 1 m, then homogenized and split iwice,
fo obtain a 3 kg to 5 kg sample. Another split of the sample was stored as backup. The
remaining reject was discarded.

Diamond Sampling Procedures

Core was split in half with a mechanical splitter (BMG) or diamond saw (Intrepid). One half
of the core was sent for analysis and the remaining half refurned fo the core box in its
original orientation as a permanent record. Normally, the entire hole was sampled. The
sample interval was usuzlly 1 m fo 2 m for BMG, and 0.5 m to 2 m for Intrepid {(maximum
1.5 min mineralized zones). Highly fragmented core was bound with adhesive tape before
cutting, but currenily all core is taped, even when compact.
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13.0

13.1

13.1.1

13.1.2

SAMPLE PREPARATION, ANALYSES, AND SECURITY

Sampie Preparation

Sample preparation metheds for rock chip and stream sediment sampling are not
discussed in this report, as the daia are not used in rescurce estimation.

BMG

BMG used ALS Geolab in Mendoza as the primary lab. However, there were no detailed
references in the BMG data available to AMEC in regards to preparation and assay
procedures.

Intrepid

Infrepid used ALS Chemex (in La Serena, Chile} as primary laboratory for most of the
sampling programs, and Alex Stewart (in Mendoza, Argentina) as the secondary laboratary.
The sampies were bagged in large sacks hoiding 10 samples each. ALS Chemex collected
the samples at the camp, and transperted them to Mendoza with their own vehicle

Samples were prepared at the preparation facility in Mendoza. The preparation protocol
consisied of:

. drying,

. crushing ic 85%-10#,

. splitting and pulverization of 1,000 g to 85% passing 200 mesh, and
. separation of two bags of pulp with approximately 200 g each

. pulps were forwarded direcily by ALS Chemex to their main labaratory in Chile.

Stariing from drilt hole 148 {February 2005), Intrepid switched to Alex Stewart (in Mendoza)
as the primary laboratory. During this pericd, no check samples were sent {0 a secondary
laboratery. The sample preparation protocol at Alex Stewart was similar to the protocol
used by ALS Chemex.
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13.2 Analyses

13.21 BMG

The samples were assayed for Au (FA, method PM209), Ag, Pb, Zn, Mo, Cu, As, Sb {AAS,
method G105) and occasicnally for Hg (method GOG8).

13.2.2 Intrepid

A brief description of ALS Chemex assay methods is presented in Tables 13-1 and 13-2. A
brief description of Alex Stewart assay methods is presented in Tables 13-3 and 13-4, All
Intrepid puips are stored on site.

Table 13-1
ALS Chemex Assay Methods used for the Casposo Project
Element Method Code Brief Description Ranga (ppmj
Au by FA and AAS finish
A Au-AA24 50 g nominal sample weight 0.085 - 10.080
AL-GRAZZ (for samples with Adi by FA and gravimetnic finish 0.05 - 1.000.50
Au=10 ppm) 50 g nominal sample weight T LA

Ag, Al As Bz, Be, Bi, Ca, Cd,

Co, Cr, Cu, Fe, K, Mg, Mn, Mo, 27 elemeants by four acid digestion and 1CP-

Na, Ni. 8. Pb. S, Sb. &1, i, V. ME-ICPE {Table 13-2}
WoZn
Ag-AAB3 Ore grade Ag - four acid digestion and AAS 1~ 108
A9 Ag—GR&ZgE}gfg{r) spa:)rmfes with Ag by FA and gravimetric finish & - 3,500
Hy Hg-Ch4t Trace Hg - coid vapour AAS 3.8 - 100.08
Table 13-2
Analytical Ranges of the ME-ICP61 Method {ALS Chemex}
Eiements and Ranges {ppm, %)
Ag {0.5 - 100 Cd 10.5 - 500} Bdn {5 - 13,000} j
Al {0.01% - 25%) Co  {1-10.000) Mo  {f-18.000) SE’ E? - :g’gggg
As {5 — 10,000} Cr {1 - 10,000} Na {0.51% - 10%) g 0.01% - 10%)
Ba £10 - 10,003 Cu {1 - 10,000} Ni {1 - 18,000 vi Y 1000_00 ?
Be (0.5 - 1008) Fe  {0.01% - 25%) p {10 - 10.000} v Ew‘_ o 003))
8i (2 - 10,000) K 10.01% - 10%} £b {2 - 10,000} 70 (2 10,000)
Ca {0.01% - 25%) Mg {0.09% - 15%) 5 {0.51% - 10%:} :
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Table 13-3

Alex Stewart Au and Ag Assay Methods used for the Casposo Project

Elernent Method Code Brief Description Range {ppin)
Al by FA and AAS finish
Aud-53 &0 g nominal sample weight, final volume 10 ml 0.61-10.00
Ad
AU4A-50 {for samples Au by FA and gravimetric finish 01210000
with Aw=10 ppm) 50 g nominal sample weight ’ e
Faur-acit digestion, AAS reading (for check 05— 200.0
GRiA sampies up ic Febnary 2008) TN
Agua regia digestion, ICE-0OES reading (far 0.5 - 200.0
Ag ICP-AR-38 ardinary samples after February 2008) e
Ag4s-50 {for samples
with Ag=200 ppm up fo February 2008, for all Ag by FA and gravimetric finish 1 - 5,000
samples in mineralized intersections after
Fabruary 2008}
Table 13-4
Analytical Ranges of the ICP-AR-39 Method (Alex Stewart)
Elements and Ranges (ppm, %)
Ag (0.5 — 200.0} £0.01% - 12.00%) {1 — £5,000} _
Al {0.01% - 15.00%) Ga {2~ 2000} Ni {1 - 10,000y {Tfo oy 0{{1?3{; 1.000)
As {5 ~ 15,000 Hg {2 - 550} =3 {10 - 10,800} ¥ e 1% _ 5 DO%
Ba {2 - 2,000 K {0.01% - 10.00% B {2 - 15,000 T: {5' y ‘{’]{'m' %)
Bi {5 - 2.000) fa {12000 s {0.01% - 10.00%} N %1 o 003)
Ca {0.01% - 13.50%) L f1 - £5,000} Sb {5 - 2,000} W {26 - 2 000
Cd {1 - 2,000} Ky 10.01% - 18.80%} Sc {5 - 2,000} ¥ s w2000 i
Co {1 -10,080) K {1 - 20,200} Se {10~ 2,000} M {2“16003
Cr {1 -10,080) Mo {1 - 10,000} Sn {20 - 2,000} z? %1 e boo)}
Cu £1 - 10,086} Na 10.04% - 5.50%) gr {1 - 2,000 :

13.3 Bulk Density Measurements

Intrepid conducted a limitad bulk density sampling program on the Casposo Project, which
produced 94 samples from 38 holes. The buik density samples consisted of half core
pieces, 10 em to 15 cm long, which were taken from quartz veins and silicified breccias
{47), andesites {28} and rhyolites (19). The bulk density siafistics for Casposo are

presented in Table 13-5.

Casposo Project — San Juan, Argentina

Technical Report on Feasibility Study

Project No. 150164 Page 13-3
May 2007




Table 13-5
Bulk Density Statistics at Casposo {from drill hole samples)
Parameter Quartz Veing Andesites Rhyolites
Ave (Um’) 256 2.69 2.59
SO tim®) 0.08 0.05 0.08
cv 3.2% 7% 3.1%
Median (/m®) 258 268 257
Mode (tm”) 253 2,69 258
Count 47 28 18
Min (U’m? 228 258 248
Max (t/m”) 272 2.78 273

Drill hole bulk densily samples were sent to ALS Chemex facilities in Mendoza. AMEC
visited the ALS Chemex Mendoza preparation facilities on February 21 and 22, 2005, and
reviewed the bulk density determination procedure. Bulk densily determinations at ALS
Chemex are conducted with an SB16001, Delta Range, Mettler Tolede balance, adapted
for this kind of measurement. This balance handles weighis from 5 g to 16,100 g, with
0.1 tc 1.0 g precision. The samples are dried and covered by paraffin before being tested.
The standard water dispiacement method is used, by measuring the sample mass in air
{Ma) and submerged in water (Mw).

As observed in Table 13-5, bulk densily at Casposo exhibits a low coefficient of variation
{CV), calculated as the percent ratic between the standard deviation and the average bulk
density {(3.4%). Bulk density of quariz veins ranges within a relatively narrow dispersion
interval, from 2.28 #m3 to 2.72 t/m®, and similar trends can be cbserved for andesites and
rhyolites. The depth of the quartz vein bulk density samples ranged from 14.5 m %
228.5 m, but no significant variation with depth was cbserved (Figure 13-1).
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13.4

13.4.1

13.4.2

Figure 13-1
Quartz Vein Bulk Density versus Depth
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Quality Assurance and Quality Control {QAJ/QC)

BMG QA/QC Program

BMG only had a very limited QA/QC program in place during their drill program, consisling
of the insertion of 16 standards over the duration of the sampling campaign. BMG did not
insert twin samples, coarse duplicates or blanks in the sampie batches. Qccasionally,
some pulp duplicates appear to have been assayed (Irma Belvedieri, technical
communication, December 2005), but the results are not identified in the database.
However, there are no other references in the data made available to AMEC for the BMG
QA/QC program.

Intrepid QA/QC Program

The QAJ/QC program implemented by Intrepid for the Casposo Project from 2003 to 2005,
included the inserticn of control samples to monitor assay accuracy (standards) and
contamination {coarse blanks). Sampling, sub-sampling and assay precisions were not
assessed, since the QAMC program lacked the insertion of twin samples, coarse
duplicates and pulp duplicates.
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13.5 Sample Security

The chain-of-custody for core samples coliected and being shipped from site is as follows:

Core is transported to the camp either by the company geoclogists, company
technicians or alternatively by the drili contractors and placed in the core logging
area.

Core boxes are brought to the village of Calingasta to a Company-owned comgpcund
where the sampie intervals are rechecked, recoveries are noted and core is
photographed. Sampling takes place in a fenced compound using a diamond saw.

Prepared samples are placed in plastic sample bags with a sample tag; the tops of
the bags are folded over several times and stapied shut. Bags are then combined in
numerical sequence in rice bags; the number of sampies varies with total weight
ranging to a maximum of about 25 kg.

Each rice bag has the company name and has a list of samples written on the outside

A sampie submission form accompanies each shipment, which are transporied fo the
assay laboratory in trucks operated by laboratory employees or contractors. Intrepid
natifies the laboratory prior to each shipment going out.

Assays and analyses are sent electronically by the lab to a preset list of recipients
with final paper and electronic certificates sent to Intrepid’'s San Juan office.
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14.0 DATA VERIFICATION

14.1 QA/QC

14.1.1  Intrepid QA/QC Program

AMEC had access to the results of 815 control samples {standards, coarse blanks and
check samples), which accounted for approximately 10.6% of all core samples collected
and assayed by Intrepid. The insertion frequency was as follows: 3-4 coarse blanks and
5-6 standard sampies per one hundred samples included in the submission batch. The
actual frequency of the check samples is not clear, since such samples were randomly
chosen. Up to August 2005, the check samples were re-submitted for assaying to Alex
Stewart Mendoza, the secondary laboratory. However, after that date no check samples
were submitted. A summary of Intrepid’s control samples availabie to AMEC is presented

in Table 14-1.
Table 14-1
Summary of Intrepid QAQC Program
Type of Sample Description Number of Samples
Total number of samples 5,821
comprising
Control samples 619 {10.6%)
Sampling
of which:
Coarse blanks 192 (3.3%)
Standards 285 (5. 1%)
Check samples 128 (2.2%)

14.1.2 AMEC Evaluation Procedure

The standard procedure followed by AMEC for evaluation of the intrepid QA/QC results
involved the foilowing steps:
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Duplicate Samples

The duplicate samples were evaluated according to the Hyperbolic Method. For evaluating
the twin and duplicate samples, Min-Max plots were constructed for all studied eiements,
where the maximum and minimum values of the sample pairs were plotted in the y and x
axis, respectively. This way, all the poinis were plotted above the x = y line. The failure
line was plotted according to the formula y2 = m2x2 + b2. Sample pairs plotting above this
ling were considered failures. An acceptable level of precision is achieved if the failure rate
does not exceed 16% of all pairs.

Standard Samples

For evaluating the standard samples, control charts were constructed for each standard
and for each documented element. The values reported for the inserted standard samples
were plotted in a pseudo-time sequence (by drifll hole number, since the certificate dates
were not reported). Lines correspoending fo BV, 1.05*BV+Ci 0.95°BV-C! and AV+2*SD
were also plotted (BY, CI. Best Value and Confidence Interval at the $5% confidence leved,
respectively, calculated as a result of round-robin tests; AV, SD. average vaiue and
standard deviation, respectively, calculated from the actual assay values of the inserted
standards).

In principle, the standard values shouid lie within the AV+2*°SD boundaries to be accepted.
Ctherwise, these values are qualified as oulliers. However, isolated values within the
AVE3*SD limits were also accepted. The analytical bias was cailculated as:

Bias (%) = (AVeo / BV) — 1

where AV, represenis the average recalculated after the exclusion of the outliers. The
bias values are assessed according to the following ranges: good: between -5% and +5%;
reascnabie, with care: from -5% to -10% or from +5 to +10%,; unacceptable: below -14%
or above 10%.

Accuracy plois (Mean versus Best Value) were constructed, in addition to the control
charts, for ali the standards and studied elements. Through the accuragy plots, the overall
element bias was cailculated, taking intc consideration the results of all the standards used
for each element during the extent of the program. In this case, the overall bias (OABias)
of ALS Chemex for each element was calculated as:

OABias (%) = RLS ~ 1

where RLS is the slope of the linear regression line of the Mean versus Best Value for each
standard and element.
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14.1.3

Coarse Blank Sampies

Coarse blank versus preceding sample plots were prepared, which allow the identification
of possible incidents of cress-contamination dusing preparation.

Check Samples

For evaluating the check samples, Reduction-fo-Major-Axis {RMA) plois were constructed
for the studied elements. The RMA method offers an unbiased fit for two sets of pair values
{original samples and check samgples) that are considered independent from each cther. in
this case, the bias of the primary laboratory for each element as compared to the
secondary laboratory is calcuiated as:

Bias (%) = 1- RMAS

where RMAS is the slope of the RMA regression line of the secondary laboratory values
versus the primary laboratory vaiues for each element.

Analysis of Detailed Results

Practical Detection Limits
Practical detection limits for the studied elemenis could not be independently estimated,

since no puip duplicate assays were available. Therefore, the practical detection limits
were assumed to be as indicated by the laboratory.

Standard Samples {88}

BMG Exploration

BMG used two standards (40410 and Bor-3) at the end of the exploration program, both of
them obtained from an unknown source. The ceriified values of the standards are
presented in Table 14-2.
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Table 14-2
Statistics of Standard Samples {ALS Chemex)

Au Ag No. of Mear: {ppm} Bias (%)
Company Standard BY Cl BY Cl Samples
{ppm} {ppm) _ {ppm} {ppm}  foutiiers) Au Ag  Au Ag
404102 225 5 219 -2.8
BMG Bor-3: 075 11 B3.75 .8
OREAS BCa 148 .08 10 1.34 -9.3
OREAS 8P3 1.85 .04 5 1.81 -2.2
OREAS 6Bh 1425 G.026 20 1.46 27
OREAS 7(Ca 2.54 .08 10 234 -T.8
OREAS 7Pa 3.00 3.06 15 312 39
OREAS 17Ph 258 .08 &3 2.69 4.9
Intrepid OREAS 50P G727 2.021 21 .75 25
OREAS 61Pb 475 .08 50 £.88 4.8
OREAS 61Ph 2.0 0.3 47 8.98 -0.3
OREAS 62Ph 11.33 a7 3741 16.70 -5.6
OREAS 62Ph 21.5 0.537 38 19.54 -8.1
404102 225 26 222 -1.4
Bor-3: 075 g .72 -3.8

In total, 18 standard samples were assayed by ALS Geclab. AMEC prepared control
charts for Au and for the two standards. No outliers were identified.

The Au accuracy was good for both standards: -2.8% bias for standard 40410,
and -0.6% bias for Bor-3. Unfortunately, the standards were infroduced only at the end of
the program, for which the laboratory accuracy remains insufficiently assessed.

intrepid Exploration {ALS Chemex)

Infrepid used 11 certified standards until garly 2008 in the sample batches submitted to
ALS Chemex. Nine standards were acquired from Ore Research & Exploration Piy Lid.,
whereas two of them {40410 and Bor-3) are from an unknown source. The certified values
of the standards are presented earlier in Table 14-2.

In total, 268 standard samples were assayed by ALS Chemex. AMEC prepared control
charts for all the standards, and Ag control charts for twoe standards, OREAS 61Pb and
OREAS 62Pb. Only cne outlier was identified for Au for standard OREAS 82Pb, which
represents a very low rate of failing samples.

The Au accuracy was generally good for most standards (Table 14-2), with the exception of
standards OREAS 6Ca {-8.3% bias) and OREAS 7Ca (-7.8% bias), which were accepied
with care, since other standards correspending approximately to similar values had
acceptable accuracies. The Ag accusacy for standard OREAS 62Pb was very poor
{(negative), close to the unacceptable boundary (-9.1% bias), however, considering the low
value of the standard {21.9 ppm Ag), AMEC dces not consider this to be a definitive
assessment of the Ag accuracy.
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Accuracy plots, which plot the Average Values versus the Best Values, were also prepared
for Au. Through the accuracy piots, the overall element bias is calculated, taking into
consideration the resuits of all the standards used for Au during the extension of the
program. The overall Au accuracy was acceptable (-3.0% bias). OCn the other hand, Ag
exhibited an overall poor accuracy (8.3% bias), close to the unaccepiable limit of 10%.
However, considering that the two Ag standards have very low values, AMEC doces not
judge this as a definite assessment of the overail Ag accuracy.

On the basis of these results, AMEC concludes that the Au accuracy at ALS Chemex
during the Intrepid exploration campaign was acceptable. However, AMEC could not
properly assess the Ag accuracy, due the low Ag values of the inserted standards.

intrepid Exploration {Alex Stewart)

Intrepid used five certified standards in 2006 in the sample batches submitted to Alex
Stewart, all of them acquired from Ore Research & Exploration Pty Ltd. The certified
values of the standards are presented in Table 14-3.

Table 14-3
Statistics of Standard Samples (Alex Stewart)
At Ag Ng. of Maoan m Bias {%
Company Standard BY Ci BY cl Samples
; A A A A
{pprm) __ (ppm) {pprm) {ppm} {outiiers) Y g Y g
OREAS 6Pb 1425 0.028 g 1.37 B 1.37 -4.2
OREAS 7Pa 300 0.06 2 3.67 2 o7 2.3
Intrepid OREAS 7Pb - - 4 2.58 4 2.58 ?
OREAS 50P Q727 0.021% g 2.72 g 072 4.8
OREAS B1PD 475 0.008 G 4.73 G 4.73 -.4

In total, 27 standard samples were assayed by Alex Stewart. AMEC prepared Au control
charts for all the standards. No outliers were identified. The Au accuracy was acceptabie
for all standards (Table 14-3).

Accuracy plots were also prepared for Au. The overall Au accuracy was acceptable (0.1%
bias). On the basis of these results, AMEC concludes that the Au accuracy at Alex Stewart
during the Intrepid exploration campaigns was acceptable.

Coarse Blanks {PB)

Intrepid used coarse blank material to evaluate assay contamination during preparation.
Coarse Blank versus Previcus Sample plots were prepared for the siudied elemenis for
assays produced at ALS Chemex. The analysis of 185 coarse blank samples showed
some minar cress-contamination for Au in two samples, although none of them exceeded
20 times the detection limit.
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Another 27 coarse blank samples were assayed at Alex Stewart in 2008. All of them
vielded values below the detection limits. Therefore, no obvicus Au and Ag cross
contamination was identified during sampie preparation at ALS Chemex and Alex Stewart.

Check Samples (CS)

In total until mid-2805, Inirepid sent 128 check samples to Alex Stewart in Mendoza for
external control. The samples were assayed for Au and Ag. To the best knowiedge of
AMEC, the check sample batches did not include internal contro! samples.

AMEC prepared RMA plots for Au and Ag. The RMA statistics are presented in Table 14-4.
After excluding a few outliers (two for Ay, and one for Ag), both piots indicate a good fit
between the check assays and the ocriginal assays, reflected in the high values of the
coefficient of determination R’ {ranging between 1.000 and 0.998), as well as acceptable
Au and Ag bias values of ALS Chemex as compared to Alex Stewart {0.5% and -0.4%,
respectively).

Table 14-4
Accuracy of ALS Chemex Relative to Alex Stewart for Au and Ag on the
Basis of Check Assays

Casposo Explorstion Project - RMA Parameters - All Samples
Error

Elernent R’ M {total} Pairs m frm} B Error {b} Bias*

Au {ppmyj 0895 128 128 1.004 ¢.008 4.007 1.083 -0.4%

Ag (ppm} 0,599 128 128 5.002 3.005 -3.033 11.668 -0.2%
Casposo Exploration Project — RMA Parameters - No Outliers

Elernent 3 Accepted Outliers N E(::t;r B Error {b} Bias*

Au (ppm} 1.600 126 2 $.985 $.002 0018 0264 0.5%

Ag (ppm} 0,599 127 1 1.004 3.004 -1.573 7725 -0.4%

* Bias of ALS Chemex relative to Alex Stewart.

Granulometric Checks

There are no references in the data made available to AMEC as to whether any
granulometric (sieve) checks were conducted by BMG or Intrepid on the Casposo Project
on reject or pulp samples.
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14.1.4

AMEC Independent Sampling

Buring the two site visits to the Casposc Project, AMEC conducted independent sampling
programs, which consisted of collecting twin core check samples from the BMG and the
Infrepid programs, and pulp check samples from the Intrepid program. BMG twin check
samples were only taken during the 2005 site visif, and the pulps from the BMG program
were not available. The twin and pulp check sampies are equivalents of the above definad
win and check samples, respectively, re submitted in this case to a third certified
laboratory. These samples are used to obtain an independent estimation of the overall
accuracy.

These check samples were resubmitted by AMEC to ACME laboratory in Santiaga. The
2005 program included samples assayed uniil July 2005 at ALS Geolab for BGM and at
ALS Chemex for Inirepid. The 2006 program included Intrepid samples assayed between
July 2005 and August 2006 at ALS Chemex and Alex Stewart.

The check sample batches also included reasonable proporiions of puip duplicates of the
samples included in the batch, as well as standard samples and pulp blanks. These
samples are necessary to assess the precision, accuracy and possible assay
contamination, respectively, at the third laboratory. A summary of AMEC’s re-sampling
programs is presented in Table 14-5 A brief description of ACME assay methods is
presented in Table 14-8.

Table 14-5
Summary of AMEC s Re-sampling Programs
Date of T 1% ; c . Primary Number of Sampies
Site Visit ype ol sampie ampaign Laboratory {% of Samples irs Mineral Intersections}
Fwin Check Samplas BRMG 12 (7 5%}
inirapid 24 (4.5%}
. ALS Geolab 5

Da;ggasber Fulp Check Samples infrepid ALS Chemmes 39 (T 4%}
Fuilp Duphicates 4
Standards ALS Chemex 5
Puip Bianks 2

Fwin Check Samplas 2 (9.1%}

infrepid 11 (B.9%}

Bulp Check Samples ALS Chemex 10 {10.2%)

August infrepid Alex Stewan 10 {8.9)
2008
Coarse Duphicates ALS Chemex

Bulp Duphicates Alax Stewan 1
Standards 2
Fulp Bianks 1
2

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Payge 14-7

May 2007




Table 14-6
ACME Assay Methods used for the Casposo Project

Eiemeant Method Code Brief Description Raﬁge {pprn)
Au Group 8-Ad Al by FA and AAS finish 28.2 g nominal sample weight 0.91-10.00
Group B-Au (for samples with Au=10} ppm} Ad by FA and gravimetric finish 0.f~10000
Ag Group 7TD Four-acid digestion, AAS reading 0.5~ 200.0
Group 8-Ag for samples with Ag=100 ppm) Ag by FA and gravimetric finish 1 - 5000

Twin Check Sampies {2005 Re-sampling Program)

BMG Exploration
AMEC prepared RMA plots for Au and Ag. The RMA statistics are presentad in Table 14-7.

Table 14-7
RMA Parameters - AMEC Re-sampling Program (2005)

RMA Plot-Twin Check Sampies / BGM Exploration - RMA Parameters - Al Samples

Elerment [ N {total) Pairs m Error {m) b Error {b} Bias

Au (ppm) 0.881 12 12 0.942 0.129 8077 0.464 5.8%

Ag (ppm) 0.906 12 12 1.728 0.211 28707 24.353 -72.9%

RMA Plot-Twin Check Samples ! BGM Exploration — No Qutligrs

Elernent [ Accepted Outliers m Error {m) [+ Error {h} Bias

Au (ppm) 0.979 10 z 1.015 0.023 -8.037 0058 1.5%

Ag (ppm) 0.975 g 3 0.881 0.024 -1.123 1.286 3.8%
RMA Plot-Twin Check Sampies ! Intrepid Explaration {2003-2005) - Al Samples

Element -4 N (total) Pairs fis] Error {m) 2] Error {l) Bigs

Au (ppm) 0.956 20 20 0.756 0.044 0355 0.690 24.4%

Ag (ppm) 0.986 20 20 0.807 0.052 -7.045 23 504 9.35,
RMA Plot-Twin Check Samples { Intrepid Exploration (2063-2005) - No Outliers

Elernent [ Accepted Outliers m Error {m) [+ Error {h} Bias

Au (ppm) 0.985 17 3 0.982 0.018 0.013 0165 1.8%

Ag (ppm) 0.972 15 5 1.018 0.026 -7.193 4857 -1.8%
RMA Plot-Pulp Check Samples / Intrepid Exploration {2003-2005) ! Al Sampl

Element -4 N (total) Pairs fis] Error {m) 2] Error {l) Bigs

Au (ppm) 0.993 D 39 1,000 0.019 0.04% 0474 -0.9%

Ag (ppm) 0.978 a9 39 1.001 0.034 -5.688 17.905 -0.1%
RMA Plot-Puip Check Samples / Intrepid Exploration {2003-2005) / No Outligrs

Element & Accapted Outliers m Error (m) & Error {b} Bias

Au (ppm} 0.997 37 z 0.984 0.009 0.t17 021% 1.6%

Ag (ppmj £.998 34 5 0.964 0.067 0278 1.850 3.6%

After excluding some outliers (two for Au, and three for Ag), both plots indicate good fits
between the check assays and the ocriginal assays, reflected in the high values of the
coefficient of determination R° (ranging between 0.979 and 0.975), as well as acceptable
Au and Ag bias values of the original ALS Geolab assays as compared to the new ACME
assays {-1.5% and 3.9%, respectively).
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AMEC also tried fo evaluate, albeit indirectly, the possible significance of the sampling
error, on the consideration that the difference in analytical precision between the initial
assays and the ACME assays was probably minor, i compared to the usually larger
sampling error. With this purpese, AMEC prepared Max—Min plots for Au and Ag, and
processed the twin check samples as ordinary twin samples. This test resulted in two
failures for Au (16.7%) and one failure for Ag {8.3%).

However, one of the Au failures is practically at the failure line. Therefore, despite the small
sample size, AMEC infers that the sampling error during the BMG campaign was probably
within or close to the acceptable limils. The data were accepted for use in rescurce
estimation.

intrepid Exploration

AMEC prepared RMA piots for Au and Ag. The RMA statistics are presented in Table 14-7.
After excluding some outliers (three for Au, and five for Ag), both plois indicate good fits
between the check assays and the original assays, reflected in the high values of the
coefficient of determination R? {ranging between 0.985 and 0.972), as well as acceptable
Au and Ag bias values of the original ALS Chemex assays as compared to the new ACME
assays {1.8% and -1.8%, respectively).

AMEC also tried fo evaluate, albeit indirectly, the possible significange of the sampling
error, based on the assumption that the difference in analytical precision between the initial
assays and the ACME assays were probably minor, if compared to the usually larger
sampling error. With this purpese, AMEC prepared Max—-Min plots for Au and Ag, and
processed the twin check samples as ordinary twin samples. This test resulted in eight
failures for Au (40.0%) and one failure for Ag (8.3%), so only the Au figure was beyond the
acceptable range (less than 10% failure). However, most of the failures were actually very
close to the failure ines. Therefore, AMEC infers that the sampling ersor during the Intrepid
campaign unti July 2005 was probably within or close to the acceptable limits.

Pulp Check Samples (2005 Re-sampling Program)

AMEC prepared a random selection of pulp check sampies, chosen from the mineralized
zones identified during the intrepid drilling campaigns. However, AMEC did not apply a
selection cut-off, thus avoiding the intreduction of a selection bias. The samples coensisted
of duplicates of the backup pulp samples. No pulps were available from the BMG
exploraticn campaign.

The selection included 39 samples from the Intrepid exploration samples (7.4% of
528 samples). The samples were submitted to ACME in Santiage de Chile.
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AMEC prepared RMA pilots for Au and Ag. The RMA statistics are presented in Table 14-7.
After excluding some outliers (two for Au, and three for Ag), both plots indicate good fits
between the check assays and the original assays, reflected in the high values of the
coefficient of determination R° {ranging between 0.997 and 0.988), as well as acceptable
Au and Ag bias values of the original ALS Chemex assays relative to the new ACME
assays {1.6% and 3.6%, respectively).

Four pulp duplicates, five certified standards (three Oreas 61Pb and two Oreas 6Pb), and
wo blank sampies were included in the check sample batch, in order to obtain an
independent assessment of the accuracy, precision and possible contamination at ACME.

AMEC prepared Max-Min plots for the pulp duplicates. None of the duplicates presented
failures for Au and Ag. AMEC aiso prepared conircl charts for Au for beth standards. Both
standards yielded acceptable accuracies (Au: 3.9% bias for Oreas 61Pb and -2.8% bias for
Qreas 8Pb;, Ag: 0% bias for Oreas 61Pb). Therefore, i can be concluded that the
precision and accuracy of ACME during the assay of AMEC’s re-sampling batch were
appropriate. No contamination was observed during assaying.

Althcugh Intrepid did not assess the analytical precision during its exploration campaign,
considering the very high values of the coefficient of determination R obtained between
ACME’s new assays and ALS Chemex's criginal assays, and the fact that the analytical
precision at ACME was within the acceptable limits, AMEC infers that the analytical
precision at ALS Chemex during the Inirepid exploration campaign was prohably within or
close to the acceptable limits.

Twin Check Samples {2006 Re-sampling Program)}

Samples Assayed at ALS Chemex

AMEC prepared RMA piots for Au and Ag. The RMA statistics are presented in Table 14-8.
After excluding three outliers for Au, and two outliers for Ag, both piots indicate relatively
good fits between the check assays and the original assays, refiected in the values of the
coefficient of determination R? (0.887 for Au and 0.932 for Ag), although the Au bias value
of the original ALS Chemex assays as comgpared to the new ACME assays is -8.3%.
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Table 14-8
RMA Parameters - AMEC Re-sampling Program (2006)

R4 Plot-Twin Check Samples | intrepid Exploration Program (2006-ALE Chemex} ! All Samples
£

Elemernt R Accepted Outiiers mn Error {m} 2] Error (b) Bias
Au {ppm) 0.897 [ 3 1.083 0.007 0.032 0.038 -8.3%
Ag {ppm) 0.932 7 P 1.047 0.030 0.358 1.534 -4.7%

RMA Piot-Twin Check Samples / Intrepid Exploration: Program {2006-Alex Stewart} / Al Samples

Elesmerst R N {totai) Pairs I Error {m} b Error (b Bias
Au {ppm) 0.79% 10 10 0.859 0.122 0.812 0.113 14.1%
Ag {ppm) 0.865 10 10 1.110 0.128 -8.302 1.484 -11.0%

RMA Plot-Puip Check Samples / Intrepid Exploration Program {2006-ALS Ch J 4 All Samples

Elemernt R Accepted Outiers fii] Error {m} # Error (B Biag
Au {ppm) 0.992 10 0 0.992 0.005 8142 0.066 0.8%
Ag {ppm) 0.995 10 g 1.057 0.008 2.60% 2175 5.7%

RMA Plot-Pulp Check Sampiles / Intrepid Exploration Program {2006-Alex Stewart} | All Samples

Elemernt R N {totat} Pairs fii] Error {m} # Error (B Biag
Au {ppm) 0.892 ) 0 0.990 0.014 -£.003 0.013 1.0%
Ag {ppm) 0.998 8 g 1.097 0.008 0.363 0.133 9.7%

Samples Assayed at Alex Stewart

AMEC prepared RMA piots for Au and Ag. The RMA statistics are presented in Table 14-8
A high dispersion of the Au and Ag values is apparent, probably due to the fact that in both
cases the values are very low (below 1 g/t Au and 20 g/t Ag).

Pulp Check Samples (2006 Re-sampling Program)

Samples Assayed at ALS Chemex

AMEC prepared RMA plots for Au and Ag. The RMA statistics are presented in Table 14-8.
No outiiers were identified. Both plots indicate very good fits between the check assays
and the original assays, reflected in the high values of the coefficient of determination R?
{0.998 for Au and 0.995 for Ag). The bias values of the criginal ALS Chemex assays as
compared to the new ACME assays were acceptable (0.8% for Au and -5.7% for Ag).

Samples Assayed at Alex Stewart

AMEC prepared RMA plots for Au and Ag. The RMA statistics are presented in Table 14-8.
No outliers were identified. Both plots indicate very good fits between the check assays
and the original assays, reflected in the high values of the coefficient of determination R?
{0.992 for Au and 0.998 for Ag). The Au bias value of the original Alex Stewart assays as
compared to the new ACME assays was acceptable (1.0%). The Ag assays at Alex
Stewart exhibit a high negative bias as compared to ACME assays (-8.7%), but considering
that the Ag values are very low {(below 20 g/t Ag) this fact is not relevant.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 14-11

May 2007




Two pulp duplicates, one certified standard (Oreas 7Pb), and two blank samples were
included in the check sampie batch, in order to obtain an independent assessmeni of the
accuracy, precision and possible contamination at ACME. None of the duplicates
presented failures for Au and Ag, and the Au bias of the standard was 0.0 %. Therefore, it
can be concluded that the precision and accuracy of ACME during the assay of AMEC s re
sampling baich were appropriate. No contamination was observed during assaying.

Although Intrepid did not assess the analylical precision during its exploration 2006
exploration campaign, considering the very high values of the coefficient of determination
R? obtained between ACME’s naw assays, on one hand, and ALS Chemex’s and Alex
Stewart's original assays, on the cther hand, and the fact that the analytical precision at
ACME was within the acceptable limits, AMEC infers that the analytical precision at ALS
Chemex and at Alex Stewart during the 2006 exploraticn campaign was probably within or
close to the acceptable limits.

Discussion on the QA/QC Evaluation

As a result of the analysis of the QA/QC programs established by BMG and Intrepid during
the exploration camgpaigns at the Casposo deposit, complemented by AMEC s independent
sampling, AMEC concludes that:

Diamond Drilling

. Although AMEC could not directly assess the Au and Ag sampling errors during the
BMG and inirepid exploration programs, on the basis of independent re-sampling
AMEC infers that the Au and Ag sampling errors were probably within or close fo
acceptable limits, and thus the samples can be used in resource estimation.

. Although AMEC could not directly assess the Au and Ag analytical precisions during
the inirepid exploration program, on the basis of independent re-sampling AMEC
infers that the Au and Ag analytical precisicns were probably within or close fo
acceptable limits, and thus the samples can be used in resource estimation.

. The Au and Ag sub-sampling variances during the BMG and Intrepid programs could
not be evaluated.

. On the basis of independent re-sampling, AMEC established that the assay accuracy
for Au and Ag at ALS Geolab during the BMG exploration program was satisfactory.

. Assay accuracy for Au and Ag at ALS Chemex during the Intrepid exploration
program was satisfactory, which was confirmed by AMEC’s re-sampling program.

. Assay accuracy for Au and Ag at Alex Stewart during the Intrepid exploration
program was satisfactory, which was cenfirmed by AMEC’s re-sampling program.
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14.2

14.2.1

. BMG did not evaluate the possible contamination during preparation and assaying at
ALS Geolab.

. No significant cross-contamination was detected during preparation at ALS Chemex
and Alex Stewart during the Intrepid exploration program.

. Analytical precision and accuracy at ACME during AMEC’s re-sampling programs
were satisfactory; nao significant cross-contamination was detected during assaying
at ACME.

AMEC considers that the Au and Ag assays of the BMG and Intrepid diamond drill hole
exploraticn campaigns at Casposc can be used to support resousrce and reserve
estimation.

Other Samples

QAMQC data for the remaining sampie iypes, trenches and pits, used in the rescurce
estimation were not reviewed. Thus, AMEC has not commented on the precision and
accuracy of that poriion of the database or its suitability for use in resource estimation.

Data Verification by AMEC

Database Integrity Checks

Intrepid has maintained a database in GEMS® software that contains drill holes, trenches
and pits completed during several campaigns, and covers a number of exploration targets
such as Julieta, Panzén and Oveja Negra, as well as the Kamiia and Mercado depaosits.

The database integrity checks focused on data available for Kamila and Mercado.

From the existing GEMS database, 130 drill holes, 73 trenches and 5 pits were used to
define the constraining domains boundaries.

The database is structured with the following tables and fields:

. Header: Hole-1D, Location X, Location Y, Location Z, Length, Drili_Area, Unique ID
. Survey: Hole-ID, Distance, Azimuth, Dip

. Lithology: Hole-i5, From, Teo, Lith+MV, Vein+Min, Litho+Vein, Vein

. Structure: Hole-iD, From, To, Code

. Assays: Hole-ID, From, To, Length, Sample, Au_Final, Ag1, As, Cu, Pb, Zn, Sb, Hg,
Ma, Au-Eq, Bomain, AuCut-g#, AgCut-g/t

. LG _Fr_To: Hole-ID, From, To, Length, Domain
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14.2.2

14.2.3

. HG_Fr_To: Hole-ID, From, To, Length, Domain.
. LG _Cmp_Cut: Hole-D, From, Te, Length, AuCut (g/t), AgCut (g/t), Domain
. HG _ Cmp_Cut: Hole-ID, From, To, Length, AuCut (g/t), AgCut (gh).

AMEC conducted various validation and verification tests, which are described in the
following subsections.

Database Validation

AMEC conducted a database validation using GEMS® software tools that check each table
for missing intervals and intervals that are out of sequence or overiapping, and also
compare the total drill hole length against the interval lengths defined in the secondary
tables. AMEC verified dsili holes, trenches and pits effectively used for resource estimation.
The validation resulted in some errors from tables “Assays” and “Litholegy” as listed:

. Table Assays: Ten drill holes have overlapping probiems, but most of these occur
areas outside of the resource model; however, hole CA-05-143 has an error that
could cause problems in compositing.

. Table Lithology: AMEC found 68 drill holes with overlapping intervals and one drill
hole that has an interval longer than the drill hole fength.

. Table Survey: AMEC searched the database for abrupt changes in azimuth and dip,
and found nine drill holes with possible minor downhole measuremenis problems.
The intervais selected belang to the following holes: CA-00-30, CA-00-34, CA-00-35,
CA-00-38, CA 00 48, CA-03-49, CA-03-53, CA-03-58, and CA-06-158. AMEC plotted
those holes in the tri-dimensional space with the solids that were modeled for each
vein, and confirmed that the eventual deviation problems will not impact in the
resource estimation.

Although the problems identified are not critical and will not materially impact resource
estimation for Kamila and Mercado, AMEC recommends correcting them in order to keep a
consisient and clean database.

Drili Hole Collars

In December 2008, AMEC reviewed the collars of 21 diamond drill holes from the BMG and
Intrepid campaigns, and measured the coordinates with a Vista e-Trex GPS, set for the
Campo Inchauspe 1969 datum and a user-defined UTM projection. The measured
coordinates were compared with the database coordinates, and the maximum planar
difference found was 24 m (Table 14-9).
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Table 14-9
Review of Collar Coordinates (December 2005)

Hole I Database Coordinates AMEC Coordinates Diffarences
X {m) Y {m} X {m) Y {m) X {m) Y {m}
CA-88-20 2,438 004 G548 331 2,438 983 6,548 314 -2 -17
CA-88-21 2,438 004 G548 331 2,438 983 6,548 314 -2 -17
CA-88-25 2,438,004 6,548,331 2,438 983 6,548 314 -2 -17
CA-88-8 2,438 928 6,548,468 2,438,807 6.548.447 -21 -2%
CA-00-28 2,438 967 G 548277 2,438,945 5,548 260 22 -17
CA-00-41 2,439 162 6,548,243 2,439,144 6,548 227 -18 -16
CA-03-53 2,438 004 G548 331 2,438 983 6,548 314 -2 -17
CA-03-62 2,438 223 6,548,280 2,439,203 6,548 260 -20 -20
CA-03-76 2,438 947 G 548 518 2,438 827 6,548 498 -20 -18
CA-04-102 2,438 085 G 548 367 2438075 6,548 348 -20 -19
CA-04-103 2,438 085 6,540,367 2,439,075 6,548 348 -2 -18
CA-04-108 2,438 022 G 548428 2,439,005 6,548 414 -17 -14
CA-04-113 2,438 978 G 548 359 2,438 852 6,548 377 24 18
CA-04-114 2,438 8975 G 548 359 2,438 852 6,548 377 -23 18
CA-05-118 2,438 974 G 548,358 2,438 852 6,548 377 22 18
CA-04-80 2,438 947 G 548 518 2,438 827 6,548 498 -20 -18
CA-04-84 2,439 140 G 548 291 2,438,121 5,548 271 -18 -20
CA-04-87 2,438 0587 G, 548 438 2,439,046 6,548 424 -11 -14
CA-04-80 2,438 140 G 548 291 2438121 6,548 271 -19 -20
CA-05-122 2,438 984 6,548,420 2,438 966 6,548 402 -18 -18
RC-04-10 2,438 881 G.548,435 2,438 880 5,548 434 -21 -1

In August 2006, AMEC checked the GPS coordinates of two topographic reference painis
{PB 01 and PB 02; discussed eariier in Section 10.1.1 and 10.1.2). The readings showed
large differences with the official recorded coordinates of the points, similar to those
differences documentis by AMEC in Table 14-9.

Then, AMEC reset the UTM projection to the following parameters, indicated by the Project
sUrveyors:

- Longitude origin: W 468°00.000°

- Scale: +1.0002800

- False Easting: +2,500,024.2

- False Northing: +10,003,250.8
With this correction, the maximum planar differences in X and Y are adjusted to 3.7 m and
2.4 m, respectively. Subsequent to this adjustment, AMEC re-surveyed the two reference
points and the collars of 12 representative drif holes from the 2006 Intrepid campaign,
using a Vista e-Trex GP8. The measured coordinates were compared with the criginal

coordinates, and the maximum planar differences in X and Y coordinates were 6.6 m and
5.2 m, respectively, all within the acceptable GPS error (Table 14-10).
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14.2.4

14.2.5

Table 14-10
Review of Collar Coordinates (August 2006)

Hole 1B oint Database Coordinates AMEC Coordinat Differences

X {m} Y (mj X {rm} Y {mj X (m) ¥ {m}

PB 0t 6547 71564 243862326 6,547 717 2438 524 T4 a7

PE 02 6 547 874 28 2439 35355 6,547 8578 2438 358 3.7 2.4
CA-05-180 6548 810.00 2438 851.00 5,548 810.00 2438 855.00 0.04 -4.08
CA-05-159 6548 810.00 2438 853.00 6048808 23 2433854 84 077 -1.54
CA05-182 5548 818.00 2,438,845.00 S548825.08 243883874 -8.08 828
CA-05-188 6 548 84500 2438 815.00 6048848.37 2438BL7 73 -3.37 727
CA-05-188 6548 861 00 2438 79200 6048855 97 243875580 4.03 -3.8%
CA-05-168 6 548 874 00 2438 74200 6048870 61 243874218 -5.81 -3.18
CA-05-171 6 548 896 00 2438 733.00 5,548 897 06 2438732 44 -1.06 2.56
CA-05-173 6 548 830.00 2438 718.00 5,048 825 88 2438 72522 1.12 -§22
CA-05-170 6 548 248 00 2438 710.00 648554 .61 2438715.02 -8.61 -0.02
CA-05-184 6 548 884 00 2438 6684 .00 G548580 35 2438662 31 3.65 1.69
CA-05-155 5 548 048.00 243868200 §5545044.98 243868417 302 1.83
CA-05-158 B 548 050.00 2438 873.00 £5545048 02 2438665 31 1.98 .69

As part of the coliar review, AMEC also plotted all the Casposo drill holes on the final
version of the topographic map and compared the coliar altitude with the location altitude
according to the coniour lines in the topographic map. None of the holes presented
significant differences in elevation, and all appear to be correctly plotted.

Down Hole Surveys

Down hole surveys were directly entered inte the logs. Therefore, no paper records exist
for these measurements but Sperry-sun films were available on site. In addition to checks
described in Section 14.1, AMEC visually reviewed the down hole survey table, cross
checked the information from wvarious cells through simple formulas, and did not find
significant discrepancies between collar survey data and down hole survey data, or
between the down hole survey data for consecutive intervals. For Casposc, the average
deviation in azimuth was 4.2°/100 m, and the average deviation in dip was 3.3°/100 m,
which are considered reasonable.

Twin Holes

AMEC reviewed four pairs of twin holes drilled by Intrepid: CA-89-2 and CA-03-57,
CA 9918 and CA-03-47 and CA-88-20 and CA-03-50, at Kamila, and CA-88%-4 and
CA 03 63, at Mercado. The Au and Ag grade versus depth distributions were plotted on
mirror graphics. Although the grades usually differed, in all cases there was a good maich
between the positions of the mineralized intervals in the original and the twin holes.
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14.2.6 Original Logs versus Geological Sections

All original drili hole logs are properly filed on site and can be easily reviewed. The eriginal
logs include very detailed hand-written descriptions of the iHthology, mineralization,
structure, alteration, and other features. AMEC visually cross-checked the original logs and
the information included in the digital files far the drill holes listed in Tabie 14-11, and found
only few minor changes in the spelling. The information included in the digital files
corresponds accurately to the hand-written descriptions.

Table 14-14
List of Reviewed Drill Hole Logs

Dl Hole id Grill Hote 1d
CA-98-10 CA-04-110
CA-00-30 CA-05-130
CA-02-50 CA-06-161
CA-03-7T1 CA-06-163
CA-04-80 CA-06-167

14.2.7 Drill Core versus Original Logs

During the two site visits, AMEC reviewed selected core intervals and compared the core
with the originai logs from the drill holes listed in Table 14-12.

Table 14-12
List of Reviewed Drill Hole Core
Prill Hole id From - To
CA98-21 FTEmio tism
CADD-31 F0mto 11 m
CA03-51 W mio4d4ldm
CA03-73 Cmto2vZm
CA04-80 25 mio 50m
CA04-98 135 mic i70m
CA04-113 I20mic 151 m
CA 05118 B mic 185 m
CA0B-161 A0mio7om
CA06-163 SEmto90m
CA0B-187 Wmtoslm

AMEC checked the main lithologic contacts, alteration features, structures and sample
intervals, which were adequately recorded. The core intervals were adequately marked in
the boxes. Sample intervals {from-to) were usually in agreement with major lithology
changes on drill logs, but occasionally sampling did not respect these boundaries, and
included up to 20 cm of the wall rocks in the “mineralized” sample.
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14.2.8 Original Assay Certificates versus Database Entries

The original assay certificates were available at the San Juan office. Intrepid provided
AMEC with copies of 16 certificates from ALS Geolab {BMG program), as well as eleven
certificates from ALS Chemex and two certificates from Alex Stewart {intrepid program).
The reviewed assay ceriificates are listed in Table 14-13.

Table 14-13
List of Assay Certificates in the Double Data Entry Check

Laboratory Certificate No. Program Laboratory Certificate No. Prograrm
ALS Geolab ME 1806 BIMG ALS Gecofab ME2958 BMG
ALS Geolab ME1831 BMG ALS Chemex WEQ4023257 tntrepid
ALS Gaolab BAE 1855 BG ALS Chemex MEQ40TBE3S tntrepid
ALS Gaolak BE1874 BG ALS Chemex MEQ40TBE3E tntrepid
ALS Gaolab hAE188T BG ALS Chemex MEQ40TS5ES tntrepid
ALS Gaolak hEZ122 BG ALS Chemex MEQ4085505 tntrepid
ALS Gaolab BAEZ131 BG ALS Chemex MEQ4087BED tntrepid
ALS Gaolak BEZ143 BG ALS Chemex MEQ4090164 tntrepid
ALS Gaolab BEZ153 BG ALS Chemex MEQS010452 tntrepid
ALS Geolab MEZ521 BMG ALS Chemex MEOE012153 tntrepid
ALS Gaolab BEZRIT BG ALS Chamex MEQS033724 tntrepid
ALS Geolab WME2548 BMG ALS Chemex MEQS041614 tntrepid
ALS Geolab WME2584 BMG Alex Stewart 050857 tntrepid
AlLS Gaolab BEZRTE jssihie] Alax Stewart MOB0B885 fntrepid
ALS Geaolab ME2542 BWMG

The Au and Ag assay results from the reviewed cerfificates were manually re-entered by
AMEC. The certificates included 2,480 samples from the BMG program, representing 47%
of the BMG Au and Ag assay data, and 1,270 samples from the Intrepid program,
representing 24% of the Intrepid Au and Ag assay data to hole CA-08-166. All reviewed
samples were included in the database. The double data entry was checked against the
database, and the results are presented in Table 14-14.

Table 14-14
Suammary of Assay Double Data Entry Check
BMG
Au Ag
Total Assays 2 B47 Evror Rate Totat Assays 2.B47 Evror Rate
Differensce > 0.02 git 65 2.6% Ditferance » 0.5 git 13 0.5%
Difference » 0.3 git 17 0.0% Differance = 20 git 2 0.0%
ALS Chemex
Au Ag
Total Assays 1,158 Evror Rate Total Assays 1,158 Evror Rate
Differensce > 0.02 git 3 0.2% Ditferance » 0.5 git ] 0.0%
Difference > 0.3 git o] 0.0% Differance = 20 git 1 0.0%
Alex Stewart
Total Assays 122 Error Rate Total Assays 122 Error Rate
Differensce > 0.02 git 3] 0.0% Ditferance » 0.5 git 3] 0.0%
Difference > 0.3 git o] 0.0% Differance = 20 git i} 0.0%
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The error rate of the BMG Au assay data in the database is 2.6%, which is above the 1%
acceptable figure, although only 16 of these values (0.007% of the eniries) had differences
exceeding 0.3 gft. The error rates of the BGM Ag assay data and the Infrepid Au and Ag
assay data are within an acceptable range (Table 14-14). These data can be used in the
resource estimation, aithough AMEC recommends that infrepid re-digitize the BMG Au
assay data.
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15.0 ADJACENT PROPERTIES

There are no adiacent properties that are at an advanced exploration, development or
production stage adiacent to the Casposo Project.
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16.0

16.1

MINERAL PROCESSING AND METALLURGICAL TESTING

Historical Metallurgical Test Work

In 2000, BMG carried cut two internal metallurgical studies on Kamila core samples at
BMG's Kari Kolle mine sife in Bolivia. The results have been superseded by iater work.

Instituto de Investigaciones Mineras (liM)-Kappes Cassidy {2002-2004)

Between 2002 and 2004 Intrepid sampled additional surface areas and core from the
Kamila vein system and one area above the Mercado vein for additional metallurgical work.
Initiat metallurgical bench-scale testing conducted in 2002 was carried out on five
composite samples (#1595 fo #1509) at the Institute de investigaciones Mineras (IIM) in
San Juan Faculty of Engineering, University of San Juan. The work included Bond Work
Index determination, gravity cencentration and cyanidation bottle rolis.

Selected splits of the 2002 sampies were also forwarded to Kappes, Cassidy & Associates
{KCA) of Reng, Nevada for independent verification. This work basically confirmed the 1IM
metallurgical testing.

In 2003 Intrepid submitied 110 m of newly drilied half core samples from Kamila fo 1IM for
additional botfle roll leach testing at P80 grinds of 180 um and 105 um. This
comprehensive test program was conducted on nineteen new metallurgical composite
samples (#6083 to #6101) created from composite intervals of mineralization of the
individuat Aztec, Inca and B vein structures intersected in thirteen drill holes. Some coarser
bottle rolt leach extractions were also conducied fo investigate heap leaching potential.
Mineralagical investigations were also conducted on selected samples of Kamila core and
included Electron Microprobe analysis by Kishar Research and Scanning electron
microscope (SEM) investigations by Miller and Associates.

Numerous leach tests were conducted on surface and core samples. The work indicated
the Casposo samples tested were reascnably amenable to direct cyanidation and did not
require intensive grinding. In 2003 IIM conducted a more comprehensive leach program at
two relatively coarse P80 grinds of 180 ym and 105 pm (80 and 150 # mesh). The average
head grade of the samples tested were 8.58 g/t Au and 157 g/t Ag which is higher than the
current reserve grade. Therefore the average recoveries reported at these grinds should
not be applied directly to the current reserves because this would tend to overstate metal
recovery projections as a result of the higher grade. However, the data provides useful
relevant information about grind sensitivity, extraction amenability and variability, and
reagent consumption.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 16-1

May 2007




At a Py grinds of 180 um (80 mesh #) goid and silver extractions of about 50.2% (70.6% to
56.0%) and 75% (55% to 87%) were achieved respectively in 48 hours. Af a Pgy grind of
105 pum (150 mesh #) gold and silver extractions of about 91.3% (87.4% to 81.4%) and
79% {(60% to 87%) were achieved respectively in 48 hours. This indicates an extraction
benefit of about 1% and 4% for gold and silver respectively with finer grinding.

This much more extensive program used composites from individual veins across the
deposit and again did not indicate any marked decrease in gold or silver leach extraction
with the elevation or vein structure from which the sample was taken. This is consistent
with 1IM’s earlier 2002 observations. AMEC resampled selecied intervals of these same
core samples to create new composites for the basis of the feasibility study program. The
objectives were to conduct independent verification of the |IM resuits, as well as assess
finer grinding at 200 mesh and optimization of leach exiraction conditions. AMEC’s
analysis of the IIM results suggested low cyanide concentrations could be limiting the
uitimate extractions achieved, patticularly for gold.

Based on very poor coarse botile roll leach extractions reported by IIM in their September
2003 report, heap leaching was not considered an ogption for Casposo ore, and no
additional work was conducted, or recommended on this.

Sadium cyanide and lime consumption were studied more extensively in the 1IM 2003
program and they reported about 0.8 kgh (0.5-1.2 kg/t) and 2 kg#t respectively. in the IIM
reper {ime addition is reported, actual consumption was about 0.5 kg/#t and this is
reascnably cansistent with that expected from the compaosition of the ore and more recent
testing at 8GS.

The Bond ball mill work index {BWI} and the abrasion index (Al) were measured on seven
samples of Casposo cre. These data indicate the cre is hard with BWI indices in the range
of 17.0-18.5 Kw/h/t {Imperial) and very abrasive with an Ai in the range of 0.825-1.0386.
This is consistent with the highly silicified gquariz vein compasition of the ore.

In addition some of these samples showed reasonabile amenability to gravity concentration.
Tests conducted by HM resulted in up to 25% of the gold being recovered by gravity.

Mineralagical reports an some drill core samples taken from below 2,400 meter elevation
showed that the gold and silver values are present as fine grained (generailly <25 pmj} gold,
electrum, native silver, acanthite, and silver-bearing tetrahedrite-tennantite.

Resource Development Incorporated {2005}

In 2005 Resource Development Incorporated (RDI) carried cut flotation metallurgical
studies on a 50 kg composite sample prepared from 48 individual samples of Kamila
analytical rejects, drill core rejects or reverse core cuttings.
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The composite assay was 3.16 9/ gold and 185 g/t silver. This is lower than the average of
samples previously tested for cyanide extraction by M. The calculated feed grade from
test work indicated gold and silver values to be slightly higher than the assayed values.

RDI initially treated the sample using gravity methods. Four different Pgg grind sizes were
fested: 300, 212, 150 and 105 um.

Reasonable gravily exiractions were achieved, especially within the coarse fractions, as
well as very good concentrate grades. The gravity tail was used as the fiotation feed to
determine the flotation extraction as weli as the combined extraction.

Four scaping flotation tests at 4 size fractions were compieted. With finer grinding the gold
recovery increased. Silver extraction was best at Py grind of 150 uym. The highest gold
combined gravity and flotation concentrate grade was obtained at the finest grind of
150 pum.

The following conclusions were made:

. Gravity recovered 8.5% tc 21.1% of gold and 8% tc 20.2% of silver in the feed.
. Flotation recovered 62% to 72% of gold and 75% to 83% of silver in the flotation feed.

. Combined gravity and flotation process recoveries were 66.1% to 73.3% for gold and
79.1% to 86.2% for silver.

. The finer the primary grind, the higher the preciocus metal recoveries generally and
the higher the concenirate grade.

These conceniration studies indicated that combined gravity and flotation process may be
an alternative, though second best in terms of recovery, to the cyanidation process. The
combined gravity and flotation process precious metals recoveries were lower than thase
obfained in the direct cyanidation process. However, the gravity and flotation tests were
only preliminary in nature and additional testing was suggested by Moriiz to oplimize the
process parameters. Gold recovery in particuiar was significantly lower (18% less). |t was
suggested that the old and fine analytical reject and reverse core cuttings samples used, if
not properly stored, would have oxidized and be detrimental to flotation recovery resuiis.
Additionai flotation test work was recommended te validate this using coarser core sampies
rather than analytical rejects. Reagent optimization and finer grinding were aiso suggested.
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SGS Lakefield Feasibility Testwork (January—March 2006)

The objective of this program was to confirm earlier M metallurgical test work in 2604, and
to provide the metallurgical data necessary to support a feasibility process flowsheet
selection trade-off study. AMEC resampled core intervals representing the splits from the
IIM samples in 2003 and coliecied new 2006 drill core, and forwarded these to SGS
Lakefield Research for independent verification testing. The previous RDI flotation work
had beern conducted cn oid assay reiects and the use of samples freshly prepared from
split core was intended to assess any potential improvement in flotation metallurgy using
material with less potential oxidation preblems. Additional surface bulk samples were taken
from existing trenches for the Bond Work and Abrasion tests. These tests require larger
pieces than the half core available.

The 8GS program compared whole ore cyanidation to a gravity + flotation + concentrate
cyanidation flowsheet. In addition, general cre characterization tests, including head
analyses, guantitative mineralogy, Bond Index determinations, acid base accounting and
settling and filtration testing were completed.

Ten sub-composites {seven from split core and three from coarse trench samples) were
prepared. Samples of gach composite 1 1o 5 and 7 {(at -3") were split out and combined as
the Kamila Master Composite for flowsheet testing. Composite & consisted of spli core
samples from Mergado, which had a much higher relative silver content and was tested
separately o avoid biasing the silver grade of the Kamila Master Composite. The other
three composites were prepared from coarse surface sampies and used for additional
comminution testing.

Qre characterization of the samples indicated the following key characteristics:

. The Master Compaosite gold head grade calculated by averaging the heads from the
individual sub-composite samples was 6.61 g/t Au. This agrees very well with the
average 6.45 g/t calculated gold head grade from the individual metallurgical tests.
Direct gold assay of the Master Composite (from 30 g fire assays) was lower,
possibly due to the influence of gravity gold in the combined sample. The Master
Composite silver head grade was consistently in the range of 110 to 115 gi Ag.

. Analyses of the individual sub-composites indicated no significant elements typically
detrimental to cyanidation, or the preduction of a saleable flotation concentrate.

. Suiphur levels were relatively low from 0.02% to 0.74% and whole rock analyses
indicated generally high silica levels >80%. These analyses are consistent with the
very low sulphidation and highly siliceous naiure of the mineralized quartz vein
system.
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A sample of Master Composite ore was submitied for maodified acid-base accounting
{ABA)} test work. This indicated the Master Composite is unlikely to be acid
generating. However, it was recommended that longer term kinetic tests be
completed in order fo confirm and better quantify this potential.

Comminution test work on four samples indicated they are relatively hard and
abrasive with respect fo ball milling. The average rock density was 2.59 and the
metric Bond ball mill work index ranged from 19 to 21 kW/h/t. The abrasive index
ranged from 0.894-0.986 g. These data are consistent with earlier [IM test work and
confirm the hard and siliceous nature of the mineralization host quartz vein rock.

Test work on the Master Composite indicated the following metallusgical characteristics:

QOverall the SGS test work basically verified the previous 2004 M gravity-leach and
RDI flotation metallurgical testing.

At a primary P80 grind of 160 um, 33% of goid was recovered into a 0.042% wt
gravily concenirate indicating its amenability to gravily processing. A simple, low
mass yield, cenirifugal gravity circuit (Knelson or Falcon) wili likely vyield goid
recoveries in the 20 to 30% range. Additional grind-recovery gravity optimization
work was recommended in conjunction with, or without, leaching to assess the overall
potential recovery benefits of gravity recovery. Only 6% of silver was recovered in
the gravity concentrate.

Rougher flotation, at P80 grind sizes ranging from 150 to 106 pm, gave relatively
poor gold and silver recoveries in the two tests conducted. Gold recovery by gravity
separation + rougher flotation ranged from 72% to 80% while silver recovery was
between 68% and 74%. Based on these low recoveries using freshly prepared spiit
core flotation does not appear to be a viable economic option in the treatment of the
Casposo ore. This confirms the poor flotation response reported by RDi in their 2004
test work using assay rejecis. No additional work was recommended in this area.

Whole ore cyanidation test work, on both the Master Compasite and the Mercado
{Composite 6) sample, indicated gold is readily extraciable at a relatively coarse
primary grind size of 100 um. Geld exiractions of about 85-36% were achieved in
48 hours. increasing the puip density to 45% solids (w/w) from the standard 40%,
while lowering the cyanide concentration from the standard 2 g/L NaCN (to 1.5 g/L},
had no negative impact on gold metallurgy for either sample. Cyanide and lime
consumption were relatively low at about 0.8 Kg/t and 0.4 kg/t respectively. The good
metallurgical leach response observed is consistent with the elemental and rock
composition characteristics of the samples.

Silver extraction was reduced from 84% to about 81% at the higher density and lower
cyanide concentration. it is likely this was due to the reduced cyanide conceniration.
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. Silver extraction from the Mercado (Composite 8) sample was much lower (at 73.4%)
in the one test completed with standard leach conditions. However the high silver
grade possibly required a higher cyanide concentration. Additional work was
recommended to confirm this in the future.

It was envisaged a Counter Current Becantation (CCD}, or a filtration wash system, or
hybrid of both, would be employed in the plant design for precious metal sclution recovery
and tailings dewatering. Preliminary scoping static thickening tests were conducted on
leached slurry using various floccuiants. The cyanide leached pulps also filiered very well
at the end of leaching. Additional thickening and filtration test work was recommended to
assist in a technical-economic trade-off study to select the most appropriate dewatering and
washing technology.

SGS Lakefield Feasibility Testwork (June—November 2006}

The objective of this test program was to optimize the metaliurgical parameters for the
gravity separation and gravity tailings cyanidation flowsheet chosen, develop equipment
design selection criteria and conduct recovery variability mapping to develop an overall
geometallurgical grade-recovery model. Additicnal thickening and filtration test work was
conducted by Pocock internationa! to assist in a technicab-economic trade-off study to
select the most appropriate dewatering and washing technology. General ore
characterization tests were also completed, including additional head analysis and ore
hardness BWI mapping.

Two basic gold-silver recovery flowsheets were examined in this program:

. Gravity separaticn + gravity tailing cyanidation, and

. Whoale ore cyanidation.

In addifion fo metaliurgical testing, humidity cell testing was conducted by SGS o
characterize tailings acid mine drainage {AMD) potential on a composite leach sampie
created in the metallurgical program.

The recovery variability test work was conducted on portions of the ten individual sub-
composites retained from the first test work phase and an additional master composite
sample was created from these for the remaining work.

Seven samples were submitied for Bond Abrasion Index testing and the values ranged
between 0.7334 and 0.9863 g indicating very abrasive ore.

A single sample was submitted for (each of) Bond Crushing and Rod Mill Work index
testing. The results were 6.8 Kwh/t and 17.6 Kwh/t respectively.
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Eight samples were submitted for Bond Ball Mill Work Index testing and the values ranged
between 18.0 and 21.0 KwhA.

Gold recovery by gravity separation averaged approximately 25% while silver recovery was
about 11%. The significant differences between gold and silver recovery indicates a
fundamental difference in the character and mineralagical association of the two metals.

Cyanidation test work was completed on whole ore representing each of the ten
composites and on gravity tailings representing the same samples. This test series was
intended fo evaluate the two principle flowsheet options head o head.

The data indicates no difference in goid or silver recovery between gravily separation and
gravity tailing cyanidation compared fo direct whale ore cyanidation.

Gold extractions were consistently good. The lower silver leach extractions of composite
4 and 10 are a function of the relatively low silver head grade of those samples, of 21 to
53 g/t. Composite 8§ indicated a reiatively low silver exiraction of 79% than mighi be
expected relative to the high head grade of 563 g/t. Rather than a mineralogical problem
the very high silver grade ore extraction was most likely limited by insufficient cyanide and
required a higher cyanide concentration than the standard.

These iesis were completed using oxygen sparging to eliminate possible experimenial
variations in the oxygen conceniration parameter in the closed baotlle rolls tests conducted.
In this instance there is no indication from earlier work of any significant improvement in
leach rate kinetics, or recovery, in boosting oxygen concentrations beyond air saturation,
nor does the ore mineralogical composition suggest the ore will have an abnormally high
oxygen demand. The plant is located at a moderate elevation of about 2,480 masl,
therefore no leach oxygen supply limitations are expected.

Subsequent to the initial series of variabilily tests and based on those results, several
parameters were ideniified as requiring further evaluation for design or optimisation for
leach extraction. The parameters identified and tested were:

. Pulp Density = 40% solids (wiw) Cyanide Concentration and Consumption; which
appeared to be, in several cases, significanily higher than the original test work
completed on Master Comp had indicated. Cyanide concentrations ranging from $.5
to 5 g/L were examinad.

. Grind Size; A feed P80 size range of ~80 — ~150 um was evaluated.

. Dissolved Oxygen Concentration; Tesis were completed with sparged air
{6-8 mg/t 02) and oxygen (=15 mg/L O2).

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 16-7

May 2007




. Zing Congentration; A series of tests was completed for the purpose of determining
the impact of zing build-up from the Merrill-Crowe circui recycle stream in the plant
leach circuit.

Silver recovery/extraction in composite 4 showed a remarkable improvement at the higher
cyanide congenirations. Clearly, silver exiraction from the high grade Comgp & (~560 g/t Ag)
had been #imited by the concentration of cyanide is solution in the previous tests. In plant
operation such high average transient ROM feed grades wili be blended cut in the mill feed.

Qverall gold extraction benefited from finer grinding, increasing from $2.6% at 120 ym
{CN 39) to 94.3% at Py of 84 pm (CN-37). Gold recovery at a grind of Pgy of 102 um
{CN 3B) was 53.7%. Silver extraction was essentially identical in all three tests ranging
from 82.5% to 82.8% while residue grades ranged from 31 to 33 g/t Ag.

Tests were conducted on Master Comp 3 for the purpose of evaluating the impact of
dissolved oxygen level on both gold-silver extraction and cyanide consumption. Based on
the results from these tests, higher oxygen level did seem to have a minor positive impact
on both gold and silver extraction. Qverall gold recovery, including gravity recovery in the
test completed with oxygen @~20 mg/L O, was 94.3% compared to 92.3% with
air~7 8 mg/L O.. it is recommended that this parameter is investigated further during
operation using & portable modular pressure swing adsorption oxygen generation plant.
This initially can be leased, but will be a relatively insignificant capital and operating cost
itemn to add if small incremental recovery benefits can be demonstrated.

A final series of tests was conducted on Master Composite 3 whole ore for the purpose of
estimating the potential impact of soluble zinc (from the planned Merrill-Crowe gold-silver
recovery plant} on the cyanidation circuit in the Casposo mill. The Merrili-Crowe barren
solution would be recycled to the leach plant. The lests were conducted at ~ Pgy of 100 ym
with 1.5 g/L NaCN maintained. Zinc was added to each pulp as zinc sulphate {ZnS0,).
Soluble zinc levels of 0, 0.5, 1.0 and 1.5 g/L were tested. The impact of 8.5 g/L Zn was
imperceptible in terms of its effect on gold extraction.

Gold extraction dropped by approximately 3% when the zinc level was increased to 1 g/iL.
Silver extraction however was significantly impacted by solution zinc content. At 8.5 giL Zn
in solution, silver extraction at 83.8% decreased by ~2.5% (from 86.1%) compared to the
baseline {0 g/L Zn) test. Further increasing the zing conient to 1 g/L and 1.5 g/L had a
significant effect on silver extraction. Tofal silver extraction was 68.3% at 1 g/ Zn and
60.4% at 1.5 g/L Zn. This indicates the Casposo design criteria should incorporate a bleed
0 maintain zinc concentrations in the circulating sclution below 6.5 giL.
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Thickening, Filtration and Pulp Rheology Studies

Thickening, filtration and pulp rheology investigations were conducted by Pocock
International in order to provide:

. flowsheet development data for use in a solid liquid separation and tailings disposal
method trade-off study AMEC prepared

. process design criteria for settling aid (flocculant} selection and consumption, and
equipment sizing

The test work was conducted on-site at SGS Lakefieid on the CN-7 leach residue sample

The bleed voiume reguirement is calculated using a typical zinc addition of 0.85 kg Zn/kg of
precicus metal precipitate produced and precipitate production based on the head grade of
the ore. These fix the barren bleed volume requirement to be about 7.8 m*h. This is
equivalent fo about 6.8% of the nominal MC feed flowrate of 118 m*h. The barren solution
bieed stream from the MC and filtrate solution from the cyanide wash zone of the belt filter
will be pumped to a conventional 80,-Air cyanide tank destruction system circuit te destroy
cyanide and to control (precipitate) zinc values in the MC circuit. The process water
produced will be conditioned in the plant process solution pond and recycled to the
process.

The results of flocculant screening tests indicated standard polyacrylamide flocculants
provided the best performance and a dose of 40 to 50 g/t was required to produce
reascnable settling rates and good supemnatant clarity. A design unit flux area of
0.125 m’it/d was recommended for conventional thickener sizing based on properly
flocculated material.  Rheological data indicated no problems with thickener underflow
pumping should be expected up o a threshold solids conceniration of 72%, which is
significantly higher than the nermal aperating range of about 55% in this high rate thickener
application.

Vacuum filtration tests examined the effect of cake thickness and air dry duration on
production rate and filter cake moisture. Washing material balances for selected wash
ratios for predicting soluble recovery were developed. Accordingly fifer sizes for horizontal
beit vacuum filters were modelled at the various wash ratios and combinations of prewash
thickeners.

At a wash ratic of 3.0 and without prewash thickeners, a solute recovery of 96% was
estimated with a filter production rate of 623 Kg/h/m” giving a cake of 17% moisture. Using
wo prewash thickeners as planned, the solute recovery is estimated to be 99.7%.
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16.2 Process Mineralization Types

The ore consists of relatively compact and silicecus quartz vein rock of low sulphide
content. Dilution by country andesite footwall and rhyolite hanging wall rock is expected to
be less than 15%, very litile of which carries much grade. Gangue constifuents include
some interstitial alteration clay from wall alteration cavities, but this is not expected fo
exceed five percent in the ore. The primary vein siruciures forming the basis of the ore
reserves that will be processed are: Aztec, Inca and B veins and the smaller adjacent
Mercado zone of lower grade. Exiensive sampling of the vein structures across the deposit
and at various depths shows they have very similar geometallurgical characteristics and
mineralagical compositions. Oxidation is developed in the surface expression of the veins
{o depth in some places, but detailed recovery mapping test work has not indicated any
marked variability in gold or silver leach extracticn with the plan, elevation or vein structure
from which the sample was taken. Ore hardness festing across the depoesit has ailso
indicated it is consistently hard and abrasive with respect fo ball milling, with relatively litlie
variation in the Bond Baill Mill Work (BWI) index.

The projected Casposo milling schedule and head grades are given in Table 16-1.

Table 16-1
Milling Schedule and Head Grades

Raserve Schedule

Mined Zona Reserves kt Au Grade git Ag Grade git Au kOz Ag kOz

Kamita Open Fit 1,168 5.61 G286 2145 3,537

Kamita Underground 439 33 1817 488 2705

Mercado Open Pit 80 219 F35 5.5 241

Low Grade Ore a4 1.25 249 3.4 ar

Total 1,791 4.69 113.8 270.1 6,550
Milling Schedule

Mill Production SeAu+Ay Yaar % Yaar 2 Year 3 Year 4 Year 5 Total

fulifi fead, by 355 878 385,000 364 925 364 587 340,917 1,781,313

fulil fead, g a7s 1,000 1,000 1,008 1,000

Mill Feed Grades

Filver, git 55.4 98.8 150.3 161.7 1035 1138

Goid, gt 477 §6.72 515 3.81 282 4589

Filver, ozia 633,573 §.171.31¢ 1.783.4597 1,897,802 1,098,885 586,068

Gold, ozfa 54,613 76,888 80,433 44 727 30,828 268 500

Mill Recoveries

Filver, % ¥5.8% THEY 81.7% B2.0% 75.8% B0.7%

Gokd, % 93.68% 33.8% 83.6% #3.5% F3.5% 23.7%

Metals Production

Silver, ozia 486,788 $34,525 1,440,022 1,556,330 877881 5,285 547

Goid, ozfa 51,197 74032 58,820 41,825 28825 252,389

Precipitate

Pracipitate, kg'a T 22,305 41,821 82,0680 66,272 37,598 232,054

Dord

Broré, kgla FaA% 17 808 33,017 48 994 52318 28,6883 181 822
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16.3

Trade-off Studies

AMEC completed an economic trade-off study using the SGS test work data to support the
selection of a process flowsheet for the Casposo Feasibility Study. Four processing and
project configurations were investigated.

. Case 1. Gravity, direct cyanidation, Counter Current Decantation (CCD) and
recovery by MC fo produce doré.

. Case 2. Gravity, direct cyanidation, filtration and recovery by MC to produce dore.

. Case 3. Gravity and flotation and concentrate cyanidation and recovery by MC o
produce doré.

. Case 4. Gravity and fiotation to produce a concentrate for sale.

The direct ore cyanidation and MC precious metal recovery routes considered in Cases 1
and 2 were identified as the most economic processes.

Additional dewatering test work and trade-off studies were subsequently conducted on the
direct leaching cases to support the selection of ane of the following three flowsheet tailings
disposal and dewatering options. These were:

. Conventional siurry tailings storage cenfined in a double kned facility behind an
earthfili dam using CCD solution reccovery, whole tailings cyanide destruction and
process water reclamation.

. Paste or high density tailings (70% wt) conifined in a double lined facility behind a
smaller earthfill dam and using CCD solution recovery, whole tailings cyanide
destruction, high density tailings thickening and pumping.

. Dry stacked tailings on & single liner, using filtration, or a hybrid combination of CCD
and filtration, and cyanide recovery and destruction via the filtration process.

The trade-off study identified the dry stack aiternative using a hybrid combination of CCD
and filtration as the most economic. The dry stack is a simple less environmenially invasive
sediment control structure than other alternatives. The unsaturated state of the tailings,
together with the increased placement density, also eliminates liquefaction and flowsliding
potential under even the most severe seismic lcading conditions such as occur in the
Province of San Juan. Transpiration of the remaining interstitial water in the solids to the
surface of the tailings facility, and subsequent evaporation, results in the continued
progressive drying of the solids as well as the complete destruction of any minor residual
cyanide in that solution by exposure o natural sunlight. Finally, dry stacking provides the
ability to carry out progressive reclamation during operations, and facilitates rapid final
reciamation upon closure.
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16.4

The potential for gold, and o a lesser extent silver, recovery by gravity separation had been
established in fest work. There was no obvicus geld or silver recovery synergy between
gravity separation and gravity tailing cyanidation compared to direct whole ore cyanidation.
This synergy is generally difficult to demonstrate statistically in bench-scale test work and
gravity concentration processing is included in the feasibility flowsheet mainly because of
industry experience. This type of ore can contain transient coarse geld which can be lost to
{ails because it is slow to leach especially when associated with silver as electrum. Some
coarse metallic electrum has been ghserved in some metallurgical samples and reported in
historical mineralogy. The gold rich gravity concentrate will be intensively leached and
recycled to the ball mill for additional grinding because of this.

AMEC completed a trade-off study on the use of a portable versus fixed crusher
instailations and the former was selected.

Process Flowsheet

The feasibility process flowsheet selected {0 process Caspose gre will use conventional
primary jaw and secondary cong crushing, baill miling, gravity concentration for coarse gold
and silver, cyanide leach, counter current decantation and washing and dewatering of tails
by belt filtration. Gold and silver will be recovered by standard Merrii Crowe zinc
precipitation and smelted to produce doré bars. The ieached tailings, following filtration to
recover precious metals, will be washed and rinsed on the same belt filter to remove
cyanide. The cyanide wash solution will be collected for the destruction of cyanide using
the conventional 80./air process. The detoxified solution is recycled o the belt filter as
wash solution. This will minimize the fresh water requirements for the process.

Fitered tfallings will be trucked to a lined failings management facility and stacked in
compacted lifis.

The average gold and silver recoveries are expected to be approximately 93% and 82%
respectively. The milling circuit will nominaily process 1,000 t/d, over three eight-hour
shifts, at a target grind size Py of 105 um. However, the ball mill will be designed fo grind
to 74 um, and this will provide flexibility with respect to optimizing recovery, or throughput.
Operational flexibility is further enhanced by a mobile crushing plant that is designed to
operate on two shifts and has a capacity about double that of the mill.

Average annual precicus metal production is projected to be about 50,500 oz of gold and
1.1 Moz of silver. Forecast gold production increases from 55,000 oz in Year 1 o a peak of
74,000 oz in Year 2 and then gradually decreases to approximately 28,000 oz in Year 5.
Silver production is forecast to gradually increase from 0.60 Moz in Year 1 fo a peak of
approximately 1.60 Moz in Year 4 and then declines in Year 5 to 0.90 Moz. Low grade ore
produced during the mine life will be stockpiled adjacent to the ROM cre stockpile and
processed for about three months after mining operations are completed during Year 5.
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16.5

16.6

Design Criteria

The plant has a nominal throughput of 1,600 t/d at a 90% availabiiity. Table 16-2

summarizes the major design criteria for the Casposo Project.

Table 16-2
Summary of Major Process Design Criteria
Criteria Units Value
Annual throughput tfa 365,000
Annual operating days days 365
Daily throughput tfd 1000
Crusher availability % 75
Mill availability Yo 80
Crushing method Jaw-Cone-Screen
Comminution methed Crush-Ball Mill
Fine ore storage capacity h 24
Bond balt mill work index average Kkt 18.0 metric
Prirmary Grind P80 for operating cost microns 108
Primary Grind P80 for design HCFONS P4
Ore abrasion index 0.80
Gravity concentrate recovery method Centrifugal
intensive Cyanidation Batch Reactor kg 800
Leach Residence Time h 80
Pregnant solution recovery method Wash Thickener + Belt Filter
CCD Settling Rate tm2/d 20
Effsctive Filtration Rate Kgfm2/h 480
Precious metal recovery method Leach-Merrill Crowe
Merrill Crowe feed grade Design i 150
Cyanide wash recovery method Belt Filter
MC Design Bleed 3 18
Cyanide destruction method SO /air
Precipitate dewatering method Mercury Retort
Overall gold recovery Yo 837
Overall silver recovery 80.6

Tailings disposal method

Dy Stacking

Plant Equipment

The major equipment in the plant is summarized in Table 18-3. in general the flowsheet is
based on industry standard processes and equipment. The equipment is priced as new

and based on budget quotes.
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Table 16-3

Plant Major Equipment Summary

Components

Dimension

No. of Unsits

Primary Crusher
Secondary Crusher
Ball mill

Gravity Concentrator
HCU Batch Reactor
Leach tank

Leach agitaiors

CD thickeners

CCO clarifier
Horizontat Beit Filters
Pregnant soiution tank
Barren schaion tank
Solution clarifying fiters

Jaw, 530 mm % 800 mum |, 7EKWY
Cone, 10 mm , 100 K
A0Gmax 518 m, 1125 kW
500 mm, centrifugal
1td
9.8 m diameter x 11.0 m high
3.3 m diameter, 37.5 kW
18 m diameater
10 m diameter
B0 square meters
12.0 m diameter x 12.8 m high
12.0 m diameter x 12.8 m high
1.87 m diameter - 31 plate

1

Crowe tower 1.5 m diameter x 6.7 m high
Zinc filter presses 121 m x 1,21 m - 44 plate
Pracipitate retort 504 kg capacily

Furnace 3 cubic ft capacity, 200 &

wh ko B el B el el B o P CH G el wed wed el

Cyanide destruction tank 4.27 m diameter X 4.27 m high

16.7 Metallurgical Recovery

An overall a life-of-mine gold and silver recovery of 93.7% and 80.6% is projected in
Table 16-4. The annual mill production schedule recoveries are calcuiated based on the
above correlations.

Table 16-4
QOverall Life of Mine Recovery
Head Tail Cale Extraction Sof Loss Misc Loss Overall
Recovery
gft git ] e e %
Gold 468 0.27 94 4% 0.5% 0.2% 83.7%
Silver 114 21 82 1% 0.5% 1.0% 80.68%

16.8 Run of Mine Ore Storage, Blending and Crushing

Run of mine ore (ROM) will be hauled o the crushing plant in 36 t road trucks. About haif
the ore will be directly dumped into the crusher feed hopper. The rest of the ore wili be
dumped at elevation into an excavated ROM ore receiving bunker. individual ROM ore
grade control piles will be maintained in this depositery and blended 1o conirol the plant
feed grade during reclaiming. A froni-end loader wili reclaim the ROM stockpiled ore and
dump into the crushing plant feed bin. The bin wili have a capacity of twelve cubic metres
and will be protected by a fixed grizzly with 400 mm apertures.
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16.9

The crushing plant will be completely portable and will operate in two stages in closed
circuit producing a product that will be 80% -13 mm. The conveyors, crushers and screen
will all be on-board the chassis of the crushing plant, which will have a short whee! base
and fight turning radius to allow transport on highways and movement to other possible
crushing sites in the future. The poriable crushing plant will be placed on a simple concrete
pad against a retention wall and hydraulic legs wili allow levelling and stabilization. The
excavated retaining rock wall will be consiructed to support z loading ramp. This
arrangement allows direct or front end loader feeding of the crusher feed bin. All electrical
motors, instrumentation and automation controls will be contained on-board. Audible
alarms and equipment interlacking will provide operaticnal safety measures.

Cre will be withdrawn from the surge pocket by a variable speed vibrating grizzly feeder.
The feeder will have a long grizzly section of 1.25 m with 75 mm apertures for efficient fines
removal. Grizzly oversize will be fed into a 530 mm x 800 mm jaw crusher with a closed
side setting of about 60 mm. A magnet suspended at the discharge end of the feeder will
keep oversize tramp iren out of the crushing circuit. Jaw crusher product will fall ento a
conveyor belt that wilt fransport it to @ 1.8 m x 4.9 m double deck vibrating screen. The
apertures of the upper and lower screen decks will be 50 mm and 13 mm respectively.
This conveyor belt will alse receive the grizzly undersize and the cone crusher preduct.
The on board cenveyors handling crushed ore will be 610 mm wide and are reversible. A
short heavy duty discharge belt conveyor conveys the screen undersize to a chute for
fransfer to a fine ore bin feed conveyor, or to a separate emergency stacking conveyor.

Screen undersize will be conveyed to a 1,000 t live fine ore bin. Screen oversize will be fed
fo a §10 mm secondary short head cone crusher instalied with a coarse cavity feed opening
of 1080 mm and a2 13 mm closed side setting. The cone crusher will be equipped with
automatic framp release and hydraulic bowl rotation for fine control setting adjustments and
to simplify Hner change. Cone crusher product will report to the vibrating screen in closed
circuit.

Cranes with hand hoisis for 2 1 lifis will be provided for jaw and cone crusher mainienance.
Dust control in the crushing circuit will be achieved using a water dust suppression system
at critical locations.

Fine Ore Storage & Reclaim

The fine ore bin will have a nominal live capacity of 1,000 i, or the equivalent of one day’'s
operation at the design throughput rate. The fine ore bin will be closed and its discharge
cone ined with 20 mm ASTM 242 plates. A vent fan and baghcuse will be installed on the
bin to control dust emissions. Crushed ore will be reclaimed from the bin by 1,220 mm
wide belt feeder and transferred tc a 610 mm wide ball mill feed conveyor to the process
piant.
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16.10

A four-igler weightometer on the main feed conveyor will measure the feed tonnage for
metallurgical accounting and provide input for grinding circuit control.

Fine ore can also be reclaimed from the emergency stockpile by front-end loader and
dumped into a mobile feeder. This provides operational reclaim flexibility to feed onto the
fine are bin conveyor, or onto the tail of the fine ore bin reclaim belt feeder, in the event the
bin is empty or its cutlet is blocked.

Grinding and Gravity Concentration

Fine ore will be ground to 80% passing 105 um in a single stage ball mill grinding circuit o
produce a product suitable for leaching. The grinding circuit will consist of a 3.96 m
diameter x 5.18 m ball mili driven by a 1,125 kW wound rotor induction motor.

The ball mill will operate in closed circuit with a cyclo-pac consisting of four 250 mm
diameter cyclones (three operating, one standby). The cyclo-pac will be fed by two
200 mm x 150 mm variable speed pumps (one operating, one stanaby). Qversize tramp
material from a trommel! screen installed on the mili discharge will dump into a concrete
collection bunker for subseguent recycling.

A centrifugal concentrator gravity recovery circuit installed on a bleed siream of the grinding
circuit cyclone underflow will recover about 15 to 25% of the available gold. About 25% of
the total cyclone underflow product will be treated in the gravity circuit, while the remainder
will return fo the ball mill. The feed to the gravity circuit will initially pass through a 10 mesh
scalping screen to remove any oversized material. The screen oversize will be combined
with the gravity concentrator tailings and directed to the mill discharge pumpbox. The
screen undersize will flow by gravity to a 500 mm cenirifugal gravity concentrator to recover
a gold and silver gravity concentrate. Fluidization water for the concentrator is provided
from a booster tank and pump. To contral scaling of the concenirator fluidization ports an
antiscalant is added to the water. The operation of the gravity concentrator fili and fiush
cycles is compietely automated.

Periodically, the concentrator will be flushed to the concenirate feed cone of an intensive
cyanidation unit (ICU). Excess water will be decanted using a decant valve. The
concentrate will discharge from the feed cone by gravity and be leached in a batch ICU with
a capacity of 1 t/d. The ICU will be a moduiar skid mounted struciure and will be supplied
complete for ease of instaliation. The operation will be manuai. The precicus metal leach
solution produced by the ICU will be treated in the MC circuit described below and the solid
tailings will be recycied to the ball mill.
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16.11

In normal operation the cyclone overflow product, at 45% WT solids and a Pgy of 105 ym
will gravitate tc a mill product pumpbox and be pumped te the leach circuit. Operational
flexibility is further enhanced by providing a diverter box that is designed to allow the first
thickening stage of countercurrent decantation to operate as a grind thickener in the event
leaching at higher densities is desirable.

Barren solution from the MC circuit is pumped to the grinding circuit as grind water.
Hrotective alkalinity is maintained in the mill circuit by quick lime addition to the mill feed
conveyor. Washdown and spills in the grinding area will be collected by floor sumps and
pumped to the cyclone feed pumpbox.

The ball milt is installed in the open and & marine style hoist is instailed on the cyclone
piatform structure adiacent to the mill for cycloane maintenance and ball loading. Automatic
lubrication systems will be provided for the ball mill girth gear and trunnions. The ball mil,
retractable feed spout and discharge chutes will be equipped with rubber liners. The
gravity concentrator is installed on the operating platform directly beneath the cyclones and
immediately above the ICU that is instalied in a secured and fenced area on the basement
floor.

Leaching

The ground ore will be leached in a fraditional agitated tank leaching process for the
recovery of cyanide soluble gold and silver. Mill product will be pumped to the first of six
9.8 m diameter x 11.0 m high mechanically agitated leaching vessels with a capacity of
750 m® providing a total residence time of 60 hours. The pH of the pulp will be adjusted if
necessary to 11 by adding hydrated Eme slurry and cyanide solution {maintained at a
concentration of 0.8 to 1.0 g/L) and compressed process air will be metered into the tanks
fo promote gold and silver dissolution. Tailings from the last leach tank can also be drawn
from a mid level position in the tank to allow five to ten hours of surge time between the
leach and CCD and fifration plant sections. This allows operational flexibility by providing
for full or partial planned maintenance shutdowns in these sections while the mill is still
running. Prior te this maintenance the level in the last leach tank will be drawn down to
accommaodate the surge volume required.

The leach tanks are of steel plate construction and installed on pedestals in three rows of
two, with a one meter drop between each row o promote gravily flow. The leach agitators
and shafis are rubber lined and can be split to facilitate maintenance. Beams and manual
hoists are provided for agitator removal and maistenance.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 16-17

May 2007




16.12

Washdown and spills in the leach area will be collected by a trench and floor sump and
pumped back into the leach. The bund area will accommodate the entire contenis of a
single leach tank in the event a tank has to be emptied in an emergency. The emergency
overflow from the leach area directs spillage into a trench that discharges into the plant
process selution pond.

A prefabricated laboratory cabin on the operating leach platform is provided for conducting
cyanide congentration control titrations. Access 1o the leach is provided by stair cases at
the north and south end of the leach, the iatter connects to the cyclone piatform of the
grinding mill.

Precicus Metal Solution Recovery

Pregnant precious metal solution will be recovered from the leached tailings in a hybrid
CCD thickener circuit and horizontal beit filter arrangement.

Leached slurry from the last vessel will gravitate to the first of two stages of 10 m diameter
high-capacity thickeners arranged for counter-current decant {CCD) washing. Flocculant
solution wili be added to the CCD thickeners as a setiling aid. This circuit will wash and
thicken the siurty and separate the dissolved precious metals from the leach residue pricr
{o final dewatering and washing on a belt filter. Belt fifter filtrate from the first wash zone
and MC barren sclution will be recycled {o the wash thickeners as wash water. Pregnant
wash solution overflow from first wash thickener will overflow to a solution clarifying
thickener. The clarifier wil be equipped as an identical high capacity thickener to provide
additional operationai flexibiity as a standby CCD thickenar when one normal stage of CCD
is either being maintained, or used as a grind thickener. The clarifier overflow wili be
pumped to a standard Merrili-Crowe zinc precipitation process. The clarifier underflow with
settied sclids will intermittently be pumped out to the first CCD stage. Washdown and spilis
in the CCD area will be collected by a floor sump and pumped back inic the CCD. Two
underflow pumps {cne operating variable, cne fixed standby) are provided for maintenance
redundancy and operating flexibility.

Underflow slurry from the second CCD stage will be pumped to one of two 80 m? horizontal
vacuum belt filters, dewatered, washed in two stages and finally rinsed. The first wash will
be with barren solution to recover most of the residual pregnant solution precious metal
values. This filtrate is recycled to the CCD wash thickeners as wash.
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16.13

The leached tailings, following filfration to recover most of the precious metals, wili be
washed and rinsed on the same belt filter to remove most of the ¢yanide. The cyanide
wash and rinse solution from this stage wili be collected separately for the destruction of
cyanide using the conventional SC,fair process. The detoxified solution will be recycled to
the belt filter as wash soluticn. This will minimize the fresh water requirements for the
process. The rinse stage at the end of the belt filter will provide fresh water make-up fo the
circuit and will wash additional residuai cyanide from the filter cake. Fillered tailings at 82%
solids will discharge and the filter cake will be collected by a gathering conveyor and
stacked on a concrete slab pad adjacent o the filter plant. it is not expected that the
filtered tailings solids will coniain residual free mobile moisture. However any bleed
solution from the tailings solid that occurs on the pad will be collected in a solution trench
and directed 1o the process water pond and recycled to the process. During day shift the
tailings will be trucked to a lined tailiags management facility and stacked in compacted
lifts.

Each belt filter will have a dedicated vacuum pump. The vacuum pumps will be coocled by
fresh water which is in closed circuit with a packed forced air coeling water tower. This is
done to avoid excess dilutien in the circuit water balance and minimize fresh water usage.

Washdown and spilis in the filter area will be collected by a floor sump and pumped back to
the CCD area. Filtraie receivers are provided with dual pumps for mainienance
redundancy. The open design allows all the wearing paris to be easily accessible for
routine maintenance purposes. Operational flexibility is further enhanced by sizing each
filter for a design capacity about fifty percent more than that of the nominal mill throughput.
During breakdowns, or planned major filter maintenance of about eight hours, the plant can
continue to operate at 75% of capacity with only one filter operating. Alternatively in a
planned maintenance shutdown of one filter, the mill can continue to operate at
100% capacity for eight hours until the leach surge capacity is utilized.

Merrill Crowe

Clarifier overflow containing mast of the recovered precious metals will be pumped fo a
Merrill Crowe (MC) circuit for recovery. The overall precious metal sclution recovery fram
the CCD and belt filter is expected to be about 99.5% based on an overall nominal wash
ratio of about 2.5 and results in a MC solution feed volume of 125 m°hour. The plant is
designed for a feed of about 150 m%hour which allows operational flexibility for catch-up
after MC clean-ups, of 1o use a higher wash ratic of about 3.0 when higher ore feed grades
are being processed or if ane of the thickeners is piaced on pre-leach duty. The pregnant
solution will be further clarified, de-aerated and gold and silver will be recovered using zinc
precipitation. The precipitated precious metal sludge will be retorted and smelied o
produce doré bars.
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16.14

A 12.0 m x 12.0 m pregnani soiution holding tank provides about 8 hours storage capacity
at the MC design feed rate. From there the solution will be pumped to two 1.87 m
diameter-31 piate horizontal pressure-leaf clarifying fillers (one operating, one standby) to
remove fine residuat solids from about 100 ppm o below 10 ppm. Diatomaceous earth will
be used as the filtering medium. The filter will require a pre-coat of diatemaceous earth as
a filter aid. The filters will be back-washed periodically to remove solids, with the backwash
solution pumped to the wash CCD thickener. When the setiling clarifier is being used
temporarily as a CCD wash thickener the suspended solids content of the clarifier feed wili
be higher and this will necessitate a shorter operating time between backwash cycles.

Clarified pregnant solution will be pumped to a packed bed de-aeration tower of 1.5 m
diameter x 4.3 m packed bed, 6.7 m tower height, after which zinc dust will be added to
precipitate precicus metals. A dissolved oxygen meter monitors the efficiency of
de-aeration. Two vacuum pumps (1 operating, 1 standby) provide the vacuum reguired.

Cyanide sclution, zinc dust and lead nitrate will be added o the suction side of the
precipitation filter press feed pump along with de-aerated pregnant solution. Residual lead
nirate in barren solution alsc assists in the leaching process. The zinc-geld-silver
precipitate will be collected in two 1.21 m x 1.21 m - 44 plate-and-frame filter presses in the
refinery. Filtrate from the presses will be collected in the 12.0 m x 12.0 m barren solution
tank and recycled by two barren solution pumps {1 cperating and 1 standby) to the CCD
wash thickener and circuits as wash. A bleed of barren solution is also directed to cyanide
destruction for management of zingc levels in the MC and to provide a detoxified sclution for
cyanide washing in the filter plant. Twe barren solution gland service water pumps are aiso
installed on the barren tank for process sty pump gland seal duty.

The MC plant is installed in a pre engineered building with steel frame and cladding to be
assembled on site. The bulding floor will be concrete slab on grade on well-compacted
soils.  All the MC equipment will be supplied in containerized modular structures and
installed on skids for ease of installation on the concrete building floor. Washdown and
spills in the MC area will be collected by a flocor sump and pumped back to the CCB wash
thickener area. Offices and a dry laydown area are provided in the building for equipment
maintenance and reagent pallet storage. The MC feed and barren tanks and de-aeration
fower are installed ouidoors on a curbed siab adjacent to the refinery.

Refinery

Precipitate wi be manually “discharged” from the refinery filter presses inio wheeled
collection trays and piaced into a drying retort.  Approximately 1,000 kg of dry precipitate
will be produced each week.
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Average concentrations of deleterious mercury in the ore and #s zinc precipitate are
expected tc be below trace. However, a mercury retort is included in the refinery design to
manage risk exposure associated with any possible peak concentrations. This will dry the
precipitate as well as drive off any mercury present and coliect it in a condenser and filter
system ahead of smelting.

A car tray wili place the precicus metal precipitate into a resistance-heated furnace
equippad with tray-handling roilers. Any mercury fumes generated from the precipitate over
a 24-hour period, while the precipitate heats to 750°C under a slight vacuum, will be
condensed in a water-jacketed condenser. Any residual by-product mercury cellected will
be stored in flasks for sale. Annual mercury production is expected o be less than 50 Kg.
Final trace amounis of mercury will be stripped from the gas stream by a carbon filter prior
fo discharge.

The dried retort precipitate will be mixed with fluxes (borax, soda ash and silica) and
charged into a 200 kW electric induction furnace of three cubic feet (454 kg steel) crucible
capacity. The fumace is nose tilting with hydraulic activation. The mixture will be melted fo
allow the gold and silver to be separated from the other metals, which will report to the slag
phase. The gold and silver will be poured into doré mould bars and cooled. The doré bars
will be shot biasted clean, weighed, stamped, packed and siored in a vault for secure
shipping by armoured truck to an off-site refinery for final processing. Approximately
25,000 oz {750 kqg) of doré will be produced each week using a five diwk melt scheduie.

A fume control manifold on the furnace wili collect furnace off-gases and precious metal
bearing dusts and particulates. Furnace off-gases will be cleaned through a bag filter. The
freated gas will be discharged fo the atmosphere. The bags wili be emptied of reclaim back
fo the flux addition operation prior to recharging the induction furnace.

Slag from the induction furmace will be collected, crushed and tabled in the refinery. The
crushed slag will be passed over a gravity table to recover any residual doré. Any precious
metal collected will be returned fo the induction furnace for remelt. The slag will then be
recycied to the grinding circuit.

The refinery is installed in a concrete block building adjacent to the MC building.
Washdown and spill in the refinery area will be collected by a floor sump and pumped back
fo the CCD wash thickener area through an in-line filter. Offices and change house wash
facilities for the refinery staff are provided. Personnel access to the refiner is controlled by
security at the change house entrance. A iruck access door te a laydown area will be
provided for maintenance and loading and shipping of doré. Access will be controiled by a
secured fence installed on the truck entrance on the outside the building.
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16.15

Cyanide Destruction

A barren solution bleed siream from the MC and filtrate solution from the cyanide wash
zone of the belt filter will be pumped to a conventional 80;-Air cyanide tank destruction
system circuit to destroy cyanide and {o conirol zine values i the MC circuit.  Process air
will be blown into the agitated reacior and sodium metabisuiphite, copper suiphate and lime
will be metered to maintain the pH at about 8.0 to .0.

At the design throughput of 30 m®/h the cyanide destruction reactor tank of 4.27 m x 4.27 m
cyanide will provide ninety minutes retention time fo oxidize cyanide to cyanate. Some
cyanate will further decompose to ammonia and other carbon and nitrogen products. The
cyanide destruction process will also oxidize any trace metal complexes for subsequent
precipitation and fixation as metal oxyhydroxides in the tailings fitter cake when it is washed
with this soluticn. The detoxified solution is expected to contain less than 5 ppm (CNyap).
Some of this will be pumped to the horizontal belt filter cyanide wash zone as wash. No
cyanide test work was conducted for the Feasibility Study. However full metal and cyanide
speciation of all leach solutions was conducted and the analyses resuits indicate no
problems should be expected processing these by the conventional S8O,-Air process to
destroy cyanide.

Excess deloxified solution will be directed to a lined process water pond for evaporation
and cenditicning. Any residual CNy,p and cyanate remaining in the solution stream after
freatment will decompose in the process water pond by exposure to natural sunlight o
ammoenia and other carbon and nitrogen producis. The average free cyanide concentration
in the process water pond duging normal cperation is expected tc be less than 1 ppm.
Some of this solution will be evaporated to maintain the piant water balance and the rest
after conditioning will be reclaimed as process water.

The cyanide desiruction reactor tank will be instalied in a curbed concrete slab in the open,
closed and vented to the atmosphere. Area washdown and spill will be contained and
collected by a floor sump and pumped back into the reactor.
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16.16

16.17

16.17.1

16.17.2

Tailings Management Facility

During day shift the dewatered tailings will be hauied to a lined dry tailings management
facility and stacked by a bulldozer in compacted lifts. At least a portion of the facility will be
formally compacted. This is a simpler, less environmentally-invasive, sediment controi
structure than other alternatives. The unsaturated state of the tailings, together with the
increased placement density, alsc eliminates liguefaction and flowsliding potential under
even the most severe seismic loading. Transpiration of the remaining interstitial water in
the solids to the susface of the facility, and subsequent evaporation, resuits in the continued
progressive drying of the solids as well as the complete destruction of any minor residual
cyanide in that solution by exposure 1o natural sunlight. Finally, dry stacking provides the
ability to carry out progressive reclamation during operations, and facilitates rapid final
reciamation upon closure. The design, operating placement strategy, compaction and
works for closure and reclamation of this facility are described in more detail in
Section 18.2.1 and 18.2.5.

Plant Services

Water System

The process plant will use five kinds of water: barren process solution, process water,
fresh water, fire water and potable water.

Barren process solution is supplied from the ML barren solution tank and is used for
grinding, CCD and filier wash and process slurry pump gland seal,

Process water is produced by detoxifying barren solution and cyanide wash filtrate using an
SO,-Air destruction plant and reclaimed from the process water pond after conditioning to a
process water tank. Process water is used as gravity concentrator fluidization water,
general area wash down and belt fitter wash.

Fresh water will be used for reagent mixing, cooling water and eye/safety showers. Fresh
make up water will be obiained from fresh water wells at Vallecitc and pumped to a fresh
water {ank at the plant site. The bottom portion of the fresh water tank is utilized for the
firewater system. A water treatiment plant is provided t¢ produce potable water.

Process Air

Two (1 operating, 1 standby) 8,000 m®/h, 750 KPa process air compressors will supply low-
pressure air to the leaching and cyanide destruction vessels. Only one unit will be needed
at any one time, with the other serving as a spare.
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16.17.3

16.17.4

Plant Air

Two {1 operating, 1 standby) 3,000 m%/h, 1500 KPa plant air compressors will supply air to
various outlets for general service throughout the plant including hose stations and service
utility. Service use areas will include dust baghouse shakers, pneumatic maintenance fools
and a coalescer that can supply instrument air as needed. The instrument air will be dried
and stored in satellite receivers in various argas of the plant. Compressors wili be
equipped with iniet fitters to keep cut ambient dust.

Metal Accounting and Samplers

To ensure proper metallurgical contro! of the plant, the following shift and metallurgical
metal balance sample points will be established:

. mill feed (manual belt sample cuts)

. mill product {pressure sampler and vezin cutter)

. intensive cyanidation pregnant solution (selution wire sampler)
. leach tailings (sample pump and vezin cutter)

. MC pregnant solution (solution wire sampler)

. MC barren solution {solution wire sampler)

. filter tailings cake {manual truck top sample)
. zin¢ precipiiate {manual sample)
. doré prills {manual sample)

. slag (manual sample)

Slurry samples will be collected from the crifical sireams on a ceniinuous basis by a
combination of primary pressurized pipe or pump samplers and delivered to secondary
vezin samplers. Sampie flows exiling the vezins will be directed back into the process.

Daily mill feed tonnage will be cbhiained from a weightometer instalied on the mill feed beit
and this will be reconciled on a daily basis with the tailings weight determined by tailings
frucks on the weighbridge, both adiusted for moisture content.  Solution flows will be
measured by flowmeters. Scales will be provided in the refinery for weighing zinc
precipitate, doré bars and siag.
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16.17.5 Reagents

The process will use conventional suite of gold and silver processing reagenis. Their point
of use and expected consumption are shown in Table 16-5.

Table 16-5
Process Reagent Usage
Approx. Dl Arnnual Sdr e Normai On-8ite
Reagent Use nggx. L}sagey Consumption SolidiLiquid Delivery Format Storage Volume

Grinding Balls 2.57 Grinding 151 850 Solid Broms Falkat drums
Quick Lime pH contral 0.84 188t  Solid Bulk pebbile Hme 40t
Sodium cyanide Leaching 1.1t 400t Solid 1t box bags Faligt
Sulphwric acid Filtar aid & kg 1.8t Liguid 20 gal drums Falket drums
Zinc {granular, powdery Precipitation 75 kg Gt Sokd 25 kg drums Palleis
Sodium metabisuiphite CN Bestruction 1.5 550t Schd 11 supersacs Fafigt
Copper suiphate CHN Destrection & kg 2t Solig 25 kg bags Fafigt
Hydrated Lime CN Bestruction 08¢ 300t Sohd 11 supersacs Faligt
Anti-scalant Water Treatmant 0.03 m° em’ Liggiidd 20 gal drums Falket drums
Flocoulant Flocouiation 128 kg 40t Sold 25 kg bags Fafigt
Bhatomaceous sarth Filter aid &0 kg 20t Sckd 25 kg bags Faillet
Eeat nitrate Leaching/Precip. 30 kg 10t Solid 25 kg bags Paliet
Borax/Sodium Nitrate  Refinery Flux S0 ki 30t Sold 25 kg hags Pailet

Procedures will be established for the storage and handling of reagents to ensure
personnei safety and conirol of potential impacts o the environment. The reagent mixing
building will be a pre-engineered steel sheill. The buiiding floor wi be concrete siab on
grade on well-compacted soils. Generally, separate mix tanks and day tanks are provided
in curbed areas on one level with pump transfer between tanks. Safety shower, sump
pumps and vent fans are provided.

Cyanide

Sodium cyanide in solid pellet form will be received in sealed plastic bags in piywood boxes
of approximately 1,000 kg capacity. The solid cyanide will be dissolved with process water
o prepare a 20% (w/w} solution for storage and distribution. Merril-Crowe tails solution will
be added to the mix tank ahead of cyanide along with sufficient quicklime to ensure that the
protective alkalinity of the cyanide solution is maintained. The mixed solution will be
pumped to the leach circuit through a ring main system.

Quick Lime

Quick lime will be supplied in bulk inte a 4.3 m x 11.2 m, 60 deg, 80 t capacity lime silo. i
will be rectaimed by a screw feeder directly to the mill feed conveyor.
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16.18

Flocculant (Settling Aid)

Dry flocoulant will be received in 25 kg capacity HDPE bags. An automatic mixing
arrangement will be provided to facilitate hydration of the powder. A 0.5% flocculant
solution will be prepared and stored; this solution will be further diluted to 0.65% prior to
use in the CCD thickener and filter circuits.

Copper Sulphate

Caopper sulphate pentahydrate (CuS0,.5H0) will be received in 25 kg bags lined with
polythene and mixed in batches to 15% concentration in a mix tank. The mixed batch will
be transferred to a holding tank and pumped from there to the cyanide destruction tank.

Sodium Metabisulphite

Sedium metabisulphite will be received in 1,000 kg HDPE supersacs lined with polythene
and mixed with fresh water in & mixing tank. The resulling sclution will be metered from
there to the cyanide destruction tank.

Process Plant Layout, Buildings and Structures

The site is divided into three zones: Zone 1 is the crushing and ROM stockpile, Zone 2 is
the process plant area and Zone 3 is the site services and administration complex. A
ceniral pipe rack and ground trench separates the dirty process facility Zone 2 from the
clean site services Zone 3. All run off or emergency spillage from Zone 2 is directed into
the process water pond via the ground trench for evaporation or recycling within the
process. Run off from Zone 3 is directed to a separate site drainage pond.

The process plant and service buiidings and structures in the plant area are:

. Electrical rooms. These will be pre-fabricated as modular structures with all
equipment installed prior fo delivery to site.

. Piant Conirel room. This will be installed above the mill area electrical room. The
conirol room will also be pre-fabricated complete with all controls and operator
stations before delivery to site. It includes a slurry sample preparation area in a
separate room.

. Piant Compressors. These will be installed in a concrete block building adjacent to
the reagent storage building.

. Reagent Mix and S8torage. These facilites are installed in a pre engineered
ventilated building on slab with steel frame and cladding to be assembled on site. A
dry laydown area is provided for daily paillet storage.
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Cyclone Structure. This structure is installed adjacent to the grinding mill and houses
the cyclones, maintenance crane and gravity piant equipment. The ball mill is open
and the mill foundations will be constructed of concrete extending to bedrock. The
grinding area floor will be concrete siab on grade on well-compacted soils.

Pipe Rack. A central walkway and distribution piping (supporied on low level pipe
racks} will cennect the grinding, leach, CCD thickeners and filters with the upper
operating platform of the associated equipment. Beneath this a french will collect
run-cff and spillage and direct it to the process water pond.

Merrilt Crowe and Refinery Building. The MC plant is installed in a pre engineered
building with steel frame and ¢ladding to be assembled on site. The building floor will
be concrete slab on grade on well-compacted soils. The refinery structure adjacent
to this will have concrete block walls.

Power Plant. The generators will be installed in the open on a concrete slab on
grade on well-compacted soils. The control reom will be pre-fabricated as a modular
structure with all equipment instalied prior to delivery o site.

A 3-dimensional rendering of the overall plant site is shown in Figure 16-1 and a simplified
depiction of the overall process flowsheet is shown in Figure 16-2.

Figure 16-1
Casposo Plant Site
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Figure 16-2

Casposo Simplified Process Flowsheet
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17.0

17.1

17.1.1

17.1.2

MINERAL RESOURCE AND MINERAL RESERVE ESTIMATES

Mineral Resources

Introduction

The resource models for the Casposo Project Feasibility Study (Kamila and Mercado
Zones) were prepared by Intrepid and its independent consultants. Rodrige Marinhe, CPG
Senior Geologist, (AMEC, Santiago), audited and reviewed these modeis and prepased the
tables for the mineral resource estimates dated October 10, 2008. Mr Marinho is the
Quaiified Person (QP) for this rescurce.

The supporting drillhole, pit and trench databases were constructed by Infrepid and
composites and 3-dimensional solid models were constructed by Inirepid utilizing
commercial mine modelling software (Gems®). All material below the Kamila and Mercado
Zone topographic surface was considered. For the purposes of the model review,
interpolation of goid and silver was done by AMEC with ordinary kriging methads using
Gems® modelling software.

The resource models for each of the zones mentioned above contain blocks estimated for
goid and silver in four mineralogical domains (veins) at Kamila and one at Mercado. The
blocks have been ciassified as indicated or Inferred based on the relative confidence in the
supporting data for each block. Grades have not been estimated beyond the limits of these
classifications. The classified mineral resources and reserves for the Casposo Project
were prepared in conformance with the CIM Mineral Rescurce and Mineral Reserve
definitions referred fo in National Instrument (NI} 43-101, Standards of Disclosure for
Mineral Projects.

Estimation Database

Drill holes {130), pits (5) and frenches (70) were used fo support the geclogical madeiing
and estimation of grades. AMEC created a drill hole selection file based on information
provided by Intrepid (Table 17-1). The supporting data includes drill holes, up to drill hole
CA-08-174 even though an additional 25 holes (up to CA-08-199), have been drilled but
these were considered to be past the cut-off date for the estimate, since the analytical data
was pending at the time the database was considered final.
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Table 17-1
List of Drill holes, Pits and Trenches used for Resource Estimation at Casposo

Pit Trenches Dl Holes
BLKBSE T3 TKE403 CABO27 CA04102 CADS144
BULK-A T-02 TKEE03 CAGB029 Ca04103 CAO5145
BULK-B T-03 TEEE03 CAB030 CAR4104 CADB146
BULK- T-04 TKE703 CAB3 Cha04108 CAO6147
BULKM T-0% TKE803 CABQ32 CAD4106 CADB148
T08 TE52903 CAZ023 CAD4107 CADB155
T-07 TKB103 CABQ3S CAD4108 CADB156
T-00 TK8303 CABQ3T CA04109 ChAO6157
T-10 TKB403 CAB040 CAQ4110 CADB158
T-11 TKBE03 CABD41 CaO4111 CAO6159
T-12 TK8603 CABD42 CAQ4112 CADB160
T-19 TKB703 CABD43 CAO4113 CAOG161
T-20 TK8803 CABD44 CAD4114 CADB162
T-22 TRE804 CAQ347 CAQ4115 CADB163
T250248 TKB203 CADB348 CAQ4116 CANG164
T25028 Tha-02 CADB349 CAO480 CAOB167
T25020 Tha-03 CAD350 CAD481 CADG1BE
T26-02 TRIT303 CAB3E1 ChAO482 CADB1TD
T27-02 TRIT403 CAQ352 CAD484 CAOB171
T28-02 TRITTO3 CAQ3E3 CAO485 CADB1T2
TI0024 THAT803 CAL354 CAD48E CADB1T3
T32024 THA20083 CAQ35ES ChAO487 CADB174
T32028 THAZ 103 CAQ35E8 CAD488 ChDI1
T33-02 ThIZ2283 CAQ3ET CAO489 CADID
T36-02 TRIZ383 CAQ358 CAD490 CADA1E
T39-02 TRI2403 CAQ359 CAO491 CADI14
T40-02 TRIZ2583 CAQ3B0 CAD492 CADA1S
T410248 ThA-A CAB3IG1 CAO493 CADIE
T41028 Thi-B1 CAQ3G2 CAD494 CaRe17
T41020 ThA-C CAD363 CA498 CADING
T42-02 THA-DH CADB3G4 CAD498 CADRZ
TK4203 Tha-E2 CAD3BE CAOE118 CADA20
TK4303 Thi-E CADB3IBE CAQE119 CADRZT
TK4403 TRK-85-05 CAQB3BT CaO5121 CADAZ3
TKS303 TRK-96-05 CADB3E8 CAQB122 CADI24
CAB3IT CAE123 £AQ925
CAQ3T3 CADE124 CAQ93
CAQB374 ChA0E128 CAD94
CAB3ITH CADB129 CAQ96
CAB3TT CAOE130 CAQ97
CAQ3TS CANB131 A28
CAQ379 CAOE132 CAQ99
CAG4100 CAQS140
CAZ4101 CADE143

17.1.3 Geological Interpretation

AMEC reviewed in detail ali the existing geclogical sections that were constructed by
Intrepid from Kamila (18) and Mercado (17), and at least two drilt hole legs in each section.
The original logs were visually cross checked against the information displayed in the
sections. AMEC reviewed the geometry of the interpreted geological shapes in the
geological sections, and found them to be an acceptable representation of the deposit.
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17.1.4

AMEC recognizes that small individual drili hole segments may be misclassified and may
fall inte neighbouring geologic zones, and that minor inconsistencies in logging over time
may have led to other minor interpretive conflicts, but taken as a whole, the interpretation
respects the data recorded in the logs and the sections, as well as the interpretation from
adjoining sections, and is consistent with the known characteristics of the deposit type.

The lithologic model has been appropriately consiructed and is in conformance with
standard industry practices.

Domain Interpretation and Modeling

Intrepid defined five domain zones to represent the different veins systems at Kamila and
Mercado. Domains were defined based on lithology, structure and grade boundaries.

At the Kamila zone, domains are referred to as Aztec vein, B vein, Inca vein and High
Grade. The High Grade (HG) domain was determined using drill hole intercepts that are
above 10.00 9/ Au equivalent within the other domains te separate the high-grade
population from the lower grades. At Mercado only ane domain is defined.

Infrepid used only one set of vertical sections, east-west direction spacing of 25 m, fo
interpret and model Aztec, B and Inca veins. Interpreted polygons honour the drili hole
intersections and guarantee that ore intervals will not be left ocutside the solids.
Interpretation of the orebodies using two sets of orthogonal sections produces an enhanced
three dimensicnal representation and AMEC recommends interpreting a second set of
sections, vertical or by levels, for future studies.

For the interpretation of the HG domain, Intrepid personnel used east-west-oriented
vertical sections spaced every 25 m to generate bench interpretation every 3 m. Only the
bench interpretation was used fo generate solids for the High Grade domain and although
the solids fit well with the bench polygons, the vertical sections generally do not reconcile
well at the solids terminations. AMEC recommends that two interpretations, both vertical
and bench polygons, are necessary for modeling, to produce solids that represent the
current drilling infoarmation.

AMEC verified the HG domain solid against the composites inside the shell and found 81
composites ot of 272 that have AuEqg grades lower than 10.00 git. The interpretation of
the HG zone is continucus and this explains the presence of composites with grades lower
than the defined limit. AMEC considers this internal dilution acceptable and reflects the
reality of the depasit.
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Some continuous high-grade infervals (AuEq >10.00 gf) were found outside of the
interpreted boundaries of the High Grade domain. Figure 17-1 shows an example closz to
section 8548350N, where intersections of holes CA04103 and CAD4102 were flagged as
Aztec vein low grade mineralization. This could cause seme dilution since high grades are
not confined and adjacent low-grade intervals are used for estimating grades at
surrgunding blocks. AMEC points to this preblem as having locaily the potential for upside
in grade estimates.

Figure 17-1
Vertical Section 6548350N Showing AuEq High Grades
Intersections not considered in the Interpretation of High Grade Solid

AMEC also reviewed all of the solids that represent the vein domains. The interpretations
are primarily based on grade values from drill holes. The drill coverage is not extensive,
however sufficient to interpret the solids. AMEC is of opinion that the sclids are reasonabile
however for future models infill drilling is warranted to improve the continuity of the
interpreted solids. In addition, modelling of lithology units is recommended to assist with
future interpretations.
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17.1.5 Exploratory Data Analysis

The database provided toc AMEC contains both raw assay data and capped data. AMEC
performed basic statistics on this information. Table 17-2 summarizes the statistics of raw
data for Kamila and Mercado zones according to the domains defined.

Table 17-2
Drili Hole Raw Data Statistics
, Standard Coefficient of
Zane Elerment No. Samples M. Max. Mzan Neviation Variation
Ariee Au {pom) 788 £.009 178.500 2654 8.523 3.237
Ag {ppm} 788 .899 3070.000 §6.835 177.881 2860
5 Au {ppm) 770 5.009 151.000 2.287 7275 3.209
Ag {ppm} 776 5099 1700.000 33.734 94.250 2784
nca Au {ppm) 303 G020 207.000 3.628 15268 4.208
Ag {ppm} 303 ¢.883 Z080.000 115888 264 788 2.285
Mircads Al {pom) 545 2.000 36.900 1,423 2.530 2.608
Ag {ppm} 544 5.000 2787.000 §3.587 213.014 3.105
High Grade Au {ppm) 223 G045 346.000 20.381 40,058 1.8985
Ag {ppm} 223 £.929 3400.000 387.342 545 468 5411

17.1.6 Capping

Intrepid investigated raw assay values to ideniify high erratic values for gold and silver in
the database. Log-normal histograms were used te help defining capping strategies.

Table 17-3 shows the capping values for gold and silver as calculated by Inirepid for each
vein and reported in an Updated Mineral Resource Estimate from August 2008.

Table 17-3
Capping Values Defined by intrepid
Damain Au {g#) Number of Au Assays Capped Ag (git) Number of Ag Assays Capped
High Grade 120 5 2,000 7
Aztec Vein 35 7 700 13
inca vein 15 13 500 13
8 Veain 30 8 300 11
Mercado 10 8 1,000 ]

AMEC verified lognormal probability piots of raw data assays to support the capping values
and compared the values defined by Intrepid with frequency distributions of the database.
AMEC used the GEMS® database and the selection of drill holes considered by intrepid to
estimate mineral resources.
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The High Grade (HG) domain capping value of 120 g/t Au represenis 98% of the population
and effectively cuts five samples out of a total of 223 assays. AMEC observed a natural
break on the lognormal probability curve at around 100 g/t Au, but reducing the capping
value to 100 g/t Au would only cut one additional sample. For silver, AMEC agrees with a
capping value of 2,000 gt Ag, which effectively cuts six samples out of the database
{instead of seven as interpreted by inirepid).

For Aztec, the gold capping value of 35 gt represents 99.11% of the total assays
distribution and cuis out seven samples. From the analysis of lognermal probability plots,
AMEC is of opinion that a capping value of 20 g/t Au is more appropriate. Only 30 blocks
from the Aziec domain have gold grades higher than 20 g/t Au and if these blocks are
weighied by the average percentage of the blocks inside the vein solid this will result in only
3,600 t being affected. Therefore, the net impact of those high erratic assay values on the
giobal resources is considered low. Nevertheless AMEC recommends Intrepid review the
goid capping strategies applied for the Aziec vein prior to completing the next maodel
update. AMEC considers the silver capping value of 700 g/t Ag to be adeguate.

For the Inca vein, 13 samples were capped at a gold value of 15 g/t Au, which represents
89.11% of the iotal popudation. AMEC verified the lognormal probabitity plot and confirms a
break in the line at this value. For silver, the capping vaiue of 500 ght Ag is accepted by
displaying a natural break in the lognormal probability plot at 85% of the frequency
distribution.

AMEC accepts the capping value of 30 g/t Au used for the B vein data, based on the
lognormai probability curve. A fotal of 8 samples were capped for goid. The capping value
for silver is 300 g/t Ag and this removes 11 of 770 samples.

Mercado gold capping of 10 g/t Au represents 98.75% of the data distribution and caps a
fotal of eight samples. For silver, a capping value of 1,000 gA Ag was used to cap eight
samples, or $8.76% of the distribution. AMEC accepis the capping values defined.

Table 17-4 summarizes the siatistics for capped raw data.

Table 17-4
Capped Drill Hole Raw Data Statistics
. Btandard Coefficient of
Zane Element MNo. Sampies Min. Max. Mean Deviztion Variation

Ariee Ad {pom) 786 0.008 35.000 2.384 4.956 2.078
Ag {ppm} 786 0.898 700.000 60188 120.858 2.008
5 Al {pom) 770 0.009 30.000 2.024 4.335 2141
Ag {ppm} 770 0.099 300,008 29185 53.493 1.833
1nca Al {pom) 203 0.020 15.000 1.991 3511 1,764
Ag {ppm} 303 0.899 500.00G 86.308 128.112 1476
Mercadn Al {pom) 845 0.000 10.008 0.931 1.558 1674
Ag {ppm} ad4 0.000 1000.00G 38 554 104,831 2711
High Grade Au {ppm) 223 0.045 120.002 17181 23.21% 1.358
Ag {ppm} 223 0.999 2000.000 349 547 452.8354 1.295
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17.1.7

17.1.8

Composites

Composites of 1 m length were created inside the geoclogical solids. The compositing
process starts at the first point on the intersection of drill holes and the solid hangingwall.
Non assayed intervals were not utilized in the composite generation process. Intrepid
discarded ali composites that were shorter than 8.4 m (at the lower domain boundary) to
avoid introducing bias from the very short composites. AMEC repilicated the process of
generating composites and calculated that enly 7.5% of the low grade composites and 15%
of the high grade comgposites are shorter than 1.0 m; AMEC considers the resuits
acceptable.

Table 17-5 shows the basic statistics of composies within each domain. The number of
composites per domain is greater than the number of raw assays because several original
samples are longer than 1 m. Using a compasite length shorter than intervais defined for
the original sample length would result in several consecutive samples with the same
grade. This will generate a larger amount of composites than samples and possibly lead to
smoother variograms and lower coefficient of variation (CV) values. The impact on grade
estimation couid be significant when using a kriging interpolator, however Intrepid used
inverse distance to estimate grades and AMEC is of opinion that the results will not be
affected significantly.

Table 17-5
Capped Composites Statistics
Zane Element MNo. Sampies Min. Max. Mean Stax‘?d?rd Coefﬁ_cn_mt of
Devﬂon Variation

Artee Au {ppm) 228 0.028 35.0032 2.219 4,128 1850
Ag {ppm} 928 0.999 700.00G 53 505 103.18% 1.928

5 Al {pom) 085 0.008 30.000 2.176 4.248 1.952
Ag {ppm} 985 0.159 300.00G 78.515 47732 1.873

nca Al {pom) 330 0.019 15.000 1.7%4 2.904 1,518
Ag {ppm} 330 0.899 500.00G 76.338 105.581 1,382

Mercadn Al {pom) 863 0.005 10.008 0.932 1.358 1457
Ag {ppm} 861 0.29% 863618 34.233 87 325 2.551

High Grade Au {ppm) 272 0.044 120.008 17.43% 21.956 1250
Ag {ppm} 272 0.899 2000.000 335.584 412859 1.226

Variography

Intrepid created variograms for gold and silver for each vein domain, however variograms
for composites from the HG domain were not provided to AMEC. Both omni-directional and
directional variograms were constructed. Orientations of the variograms were defined by
the experience and knowledge of the deposit from the Intrepid geclegist. Then, directional
variograms were built along mineralization strike, downdip and across dip. Experimental
variograms presented by infrepid for Aztec vein, Inca vein, B vein and Mercado are very
well structured for gold values and show a good structure, in general, for silver grades.
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17.1.9

Variograms were fitted using spherical models; however the model used for fitting
directional variograms did not consider the nugget effect defined from the omni-directional
variograms. The modeled sili {C1) values are not the same in each direction and reveal a
zonal anisctropy. AMEC’s evaluation of the data does not support this conclusion and
AMEC is of opinion that the sill should be normalized o an egual value and thus ranges
may differ from those interpreted by Intrepid. Howeves, cverali AMEC expects the impact
of this on grade distribution would be small.

Additionally, the nugget effect should be defined from omni-directional or downhole
variograms and the value obtained should be used to model all directional variograms. The
nugget effect represenis the global grade variance of the deposit regardless the grade
continuity direction analysed and that is the reason only one value of nugget effect shouid
be modelled.

Considering that variograms were created to help define search ellipse radii for grade
estimation, AMEC examined the variogram ranges modeled and compared them with the
search ellipses defined by the first estimation pass. Both, orientation and radii of the
search ellipses are in accordance with the varicgram parameters.

Block Model Setup

To cover the entire extension of Kamila and Mearcade zones, inirepid created a block model
framework with 4,590,000 blocks each with dimensions of 4 mx 4 mx 6 m in the X, Y and
Z directions, respectively. The framework is formed by 225 columns (X}, 300 rows {Y) and
68 levels (Z) and is not rotated, with the X axis parallel to the Easting and Y axis paraliel to
Northing.

The block model is a partial percentage type and is designed to report the proper
percentage of low grade and high grade material for each block within the geoclogical solids
for each demain. Low grade and high grade folders exist to store the following variables in
the maodel:

. Rock Type: domain code according ta geclogical sclids
. Density: density value, a censtant value of 2.5 is assigned to all blocks
. Percent: percentage of low or high grade material inside each black

. Au~D: gold values estimated using inverse distance cubed methodoiogy
. Ag-ID: silver values estimated inverse distance cubed methodelogy

. Au-Eg-ID3: gold equivalent values calculated using a script (inverse distance cubed
methodolegy)

. Indicated: code for blocks that are categorized as Indicated rescurces
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17.1.10

. inferred: code for blocks that are categorized as Inferred rescurces

. Class: final resource classification code used for reporting

AMEC verified the percentages of low and high grade materials assigned using visual
validation and scripts to check for values over 100 % and below zero. No problems were
found and AMEC agrees with the methcdology used.

AMEC selected biocks that are inside sach solid domain and verified that the correct rock
codes were assigned.

Blocks that are outside the domain solids and are above or below the original fopographic
surface have a rock code = 0 and density values of 0.0. AMEC recommends that waste
blocks {cutside the domain solids) that have a rock code and density vaiue of 0 be changed
with alfernate defauit values so that additicnal steps are not required o manipuiate the data
o estimate waste tonnages. This shouid be done by Intrepid in the next model update.

Grade Estimation Parameters

Gold and silver grades are estimated using an inverse distance cubed {ID3) methodology.
Two estimation passes are defined using incremental search ellipsoid radii. Table 17-6
shows the ellipsoid orientaticns and radii used for each domain:

Table 17-6
Search Ellipsoids Orientation
. Estimation Ellipscid Rotatios {%) Ellipsoid Ranges {m}

Domain Element Pass Azimn Dip Azim X y 2
A 1 260 60 350 45 35 10

Astec 2 280 80 350 105 100 50
Ag 1 260 60 350 45 30 10

2 280 80 350 105 100 50

A 1 220 65 310 30 35 10

5 2 220 85 3410 105 100 50
Ag 1 220 65 310 35 40 10

2 220 85 3410 105 100 50

Au 1 220 55 310 40 35 10

inca 2 220 55 310 100 100 50
Ag 1 220 55 310 25 35 10

2 220 55 310 105 100 50
- : 245 1 28 e - 150

Mercado g T 245 55 335 125 80 10
2 245 55 335 158 150 150

Ay 1 260 60 350 30 30 3

High Grade 2 280 80 350 158 150 19
Ag 1 260 60 350 30 30 3

2 280 80 350 158 150 19
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Radii and ellipsoid orientations are defined based on the analysis of variograms and
geological inferpretation. Search ellipses used for the first estimation pass have a radius
that corresponds to 100% of the variogram range in each of the anisotropic orientations.

AMEC verified variograms and the orientation of domain solids and agrees with the
parameters used.

Additional parameters for geld and silver grade estimations are listed in Table 17-7 as well
as the number and percentage of blocks estimated in each pass compared fo the fotal
number of blocks by domain. The number of blocks estimated was obtained from the
analysis of the GEMS estimation reports.

Table 17-7
Gold and Sitver Grade Estimation Parameters by Domain According to intrepid
Estimation Profiles

Composites

Zone  Element  NOSNS wax, MO ginies  Bocks ot Blocks
Au t 3 i2 2 10541 a7 12,089
Aztec 2 1 12 2 1,548 13%
Ag t 3 i2 2 10,183 B4t 12,089
2 1 i2 2 1,888 18%
Au t 3 i2 2 8,946 B7% 13,387
& 2 1 i2 2 4455 33%
Ag t 3 i2 2 10,014 7HY% 13,387
2 1 i2 2 3,383 255
Au t 3 i2 2 48672 B5% 7457
Inoa 2 1 i2 2 2,485 358
Ag t 3 i2 2 3,801 3% 7457
2 1 i2 2 3,358 47%
Aus t 3 12 2 g 838 G7% 7,103
Mersasa 2 1 12 2 247 3%
Ag t 3 12 2 g 838 G7% 7,103
2 1 12 2 247 3%
Aus t 2 i2 2 3,280 7i% 4 852
High 2 1 iz 2 1372 28%
Grade A t 2 12 2 o % 4 852
g 2 1 12 2 4852 158%

The number of blocks estimated for Mercado was obtained from the Inirepid estimation
completed in August, 2006.

AMEC reviewed the parameters reported in “Casposo Project - Updated Minerai Resource
Estimate” document from August, 2006 (McGuinty and Puritch, 2008) and compared them
o the kriging profiles defined in GEMS software and found no inconsistencies. Intrepid did
not report a second estimation pass for the High Grade domain as was found in the kriging
profiles. AMEC s evaluation of the reporied rescurces in 2008 shows that Intrepid has not
considered biocks that were estimated during the second pass for the High Grade domain.
AMEC replicated the estimation profiles and obtained a different number of estimated
biocks, as seen in Table 17-8.
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17.1.11

Table 17-8
Estimation Parameters by Domain According to AMEC s Replication

. Composites Blocks % of Totat
Zona Element  Kriging Pass Min,  Max. Max. Per Hate Satirmated Blocks Yotal blocks
A 1 3 i2 2 10,452 B7% 12,040
Aziee i | 2 2 1 548 13%
Ag 1 3 i2 2 13,145 B4%: 12,040
i | 2 2 §,885 1E%
A 1 3 i2 2 5 942 B7% 13,393
g i | 2 2 4,451 33%
Ag 1 3 i2 2 13,010 5% 13,393
i | 2 2 3,383 25%
A 1 3 i2 2 4 B4% Bo%: 6,788
fnca 2 1 i2 2 2920 31%
Ag 1 3 i2 2 3778 56%: 6,788
2 1 32 2 2,981 44%
- 2 ! 1 > "526 o T
i)
Mescada Ao ] 3 iz B 7165 92% 7,791
i | 12 2 B265 8%
Au 1 3 i2 2 3,280 7% 4 B52
High i | 2 2 §,372 29%
Grade Ag 1 3 iz 2 3,280 Fi% 4 852
i | 2 2 §,372 29%

The resource estimation replicated by AMEC is very similar to that provided by Intrepid.
Althcugh some differences were found in the number of blocks reported at each estimation
pass, AMEC accepts the estimation parameters used since they refiect grade distribution
and continuity according fo the existing drill hole spacing and geological interpretation of
domains.

The different vein domains have no direct contact between them, being totally independent,
with the exception of a small zone where vein B intersects Aztec. Composites from each
domain were used separately to estimate blocks for the corresponding domain. In other
words, hard boundaries were used for grade estimation of all domains.

Using composite gold grades, AMEC performed a contact analysis te confirm the type of
boundary (hard, scft, firm) that wouid be most appropriate tc use between domains. The
analyses of the graphs confirms that domains are independent and that the use of hard
boundaries is the most appropriate approach.

Block Model Validation

In crder to verify the ID3 grade estimation, AMEC performed a visual inspection of the
vertical sections and horizonial plans of the block model. In addition, a review of statistics
of estimated blocks was compieted and AMEC constructed Swath Plots on both vertical
sections and horizental plans.
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Visual Inspection

The visual inspection of the overall vertical section shows a good correlation of composites
and block grades; however AMEC found some problems in the grade shell interpretation
where some composites were not considered. This problem is not prevalent threughout the
model, and its occurrence is mainly localized.

Swath Plots

AMEC constructed swath plots for both vertical sections and horizontal plans for goid and
silver values in order to identify possible local bias in the grade estimation. For this
purpose, AMEC created a nearest neighbour (NN} estimation and stored the results as an
aftribute in the block model. The NN estimation used the same compaosites provided by
Intrepid, but only used the search eliipse corresponding to the second estimation pass.
The swath plot considers the volume of influence or corridor of each section and calculates
weighted grades for this volume, plotting both nearest neighbour and 1D3 estimated values
for each section or level in the model.

Onily blocks that were classified as Indicated and Inferred resources were considered.
Swath plots were created for Au and Ag for each vein domain. Below is a summary of the
swath plot findings:

. AMEC did not identify any significant bias for gold estimates for the Aztec vein, but a
small overestimation of the 153 estimate was noted between levels 2300 and 2255 m.

. AMEC considers that the estimation of geld for the B vein presents no local bias.
There is a local overestimation of ID3 grades for Inca vein below level 2306 m. This
corresponds with a decrease in the number of composites used in the estimation.
Although several composites were used to estimate the upper portion of the high
grade domain, there is an overestimation of ID3 grades around the 2567 m level.

. For Mesrcado, AMEC chserved local cverestimation of ID3 grades between levels
2477 and 2441, 2405 and 2387, and 2369 and 2351 m and belween the vertical
sections 6548800N and 6548875N. Overall, there does not appear ta be any glebal
bias within this domain.

. AMEC ncted that silver grades are locally overestimated by 1D3 between levels 2300
and 2255 m within the Aztec domain. AMEC notes the continuous increase of silver
grades with depth until level 2255 where silver grades drop abrupily. For gold the
behaviour is the opposite, with higher grades close 1o the surface. Between levels
2375 and 2339 m of the B vein domain, AMEC observes an overestimation of NN
grades compared to ID3.
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. Similar to gold grades in the Inca vein, the |D3 estimate for silver shows higher
grades than NN at lower {eveis of the depocsit. This correspends to a decrease in the
number of composites used in the estimation. Cverall, there appears to be a global
high bias of the |03 silver estimates in the Inca domain when compared to the NN
estimate.

. Although a local high bias of the 153 silver grades is observed at the upper levels
(2507 2519 m) of the HG domain, there is no observable global bias on silver grades
estimated by 1D3 and NN. There is a significant underestimation of D3 silver grades
below level 2351 m for the Mercado vein set when compared to NN estimate.

. Overall, AMEC considers the local bias observed in the swath plots a conseqguence of
the last composite in each drill hole populating several blocks during the NN
estimation. While a high local bias exists with the ID3 estimated grades, AMEC is of
opinion that this will not significantly impact the overall resource estimation at the
Casposo deposit.

17.1.12 Statistics

AMEC selecied the estimated blocks for each vein domain and calculated the primary
statistics. Results are summarized in Table 17-9.

Table 17-9
Block Model Statistics by Vein

Standard Coefficient of

Zane Element MNo. Sampies Min. Max. Mearn Lo L
Deviation Wariation
Artac Au {ppm) 12,040 0.051 34.108 2281 2576 1.287
Ag {ppm} 12,040 1.048 876.788 58.562 83.493 1.216
8 Au {ppm) 13,383 0.020 28224 t.928 2 B5T 1.378
Ag {ppm} 13,383 0.25% 206 358 28.830 32 687 1176
nca Au {pom) 8,769 0.028 14.977 1.688 1.935 1.146
Ag {ppm} 8,769 2.004 488.101 81.464 77741 3.954
Mercads Au {pom) 7.103 0.011 7.986 0.858 0.775 5.203
Ag {ppm} 7103 0.328 835530 32.421 50.508 $.573
High Grade Au {ppm) 4,652 0.351 120.0C8 14 585 12 848 2.880
Ag {ppm} 4652 4152 1906.35% 328808 287 358 3.504

A comparison of grade averages for composites and blocks estimated by ID3 and NN is
shown in Table 17-10.
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17.1.13

Table 17-10
Comparison of Composites and Block Grade Averages

Compasites Block Model (NN} Block Modal {103} (D3NN
Zone Eiemant -
Mean Mean Maan Difference

P Ad {ppmy) 2.219 2.020 2.001 95.1%
Ag {ppm) 53.505 55.812 68.562 104.3%

" A {pomy) 2176 1921 1928 100.4%
Ag {ppm} 28.515 28.787 28.030 97.4%

e Ad {ppm) 1794 1.665 1.688 101.4%
Ag {ppm) 75.338 71.741 81.464 113.6%

A {pomy) 0.932 0.784 D858 105.4%

Meroace Ag {pom) 24,233 20.499 32 421 110.2%
. AU {porm) 17.439 14.067 14 595 103.8%
High Grade Ag {pom) 336,584 332,950 328.808 98 8%

Composites are not declustered and only compaosites inside of each geological solid were
used for calculating average values. The nearest neighbour model (NN) reflects the
declustering of composites and this is the best comparison to the ID3 estimation.

Gold grades estimated at the blocks present an average overestimation of 2.9% compared
fo NN estimate and AMEC considers acceptable, however Mercado gold grades are
overestimated at almost 10%. Siiver grades are overestimated by 5% overall but higher
deviations are for Inca vein and Mercado, confirming the local bias cbserved in the swath
piots. The differences are within the acceptabie margin of 5% globally, however AMEC
recommends Intrepid review search ellipses for grade estimation of Mercado, since high
grades are being over-projected through the model.

Althcugh local biases of minor expression can be found for gold estimation, AMEC
considers the grade estimation acceptable.

Mineral Resource Classification

Intrepid defined the resource classification based on grade estimation passes. Blocks
estimated for gold during the first estimation run are classified as Indicated resources and
remaining blocks estimated during the secend run are classified as Inferred. The search
ellipse radii used at the first estimation pass represents 100% of the variogram ranges and
AMEC is of opinion that this represents grade and geclogical continuity of the
mineralization at Casposo.

After this initial classification, Intrepid examinad block model sections and compared them
fo compaosites, and upgraded some blocks from the inferred o the Indicated category.
AMEC verified the upgraded blocks. They are mainly in a direction paraliel to drili holes
and within 5 to 10 m away from other Indicated blocks. AMEC accepts the classification
approach used. in a few sections grade estimation for some blocks is supported by only
one drill hole but the drill hole is one in which more than five mineralized intervals are
availabie to inform the block.
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AMEC verified the Infrepid resource estimate and found a negative difference of 30,000t in
the Inferred rescurces compared to the figures determined by Inirepid, but considers this
difference not important since Inferred resources are not converied to reserves. Therefore
AMEC accepts the mineral resources as defined by Inirepid. AMEC performed estimations
using a fixed specific gravity value of 2.5 t/m® to determine tonnage for all blocks in the
model.

The gold eguivalent cut-off was determined by Intrepid according to the parameters below:

. Au/Ag ratic 774

. Au Price Us5$450/02
. Grams/troy oz 31.1035

. Process Cost US$15.704t
. G&A Cost US$3.35/t

. Au Process Recovery 94%

. Ag Process Recovery 80%
Therefore the equation to determine the cut-off is as follows:
{(US$15.70 + USE3.35M/[(USS450/62/31.1035) x (84%)] = 1.40 g/t Au

This cut-off grade was calcuiated using the above preliminary unit cost estimates prior fo
the completion of the 2007 Feasibility Study. To confirm that this value was sl current a
check was done using the Feasibiity Study costs and methodology. The strategy of
stockpiling low grade mineralization (below full cut-off) within the pit limits and processing it
at the end of the mine life was adopted in the Feasibility Study. At the end of the mine life,
mining activities will cease and the mine will operate with minimal operating and
supervisory staff and consequently lower unit costs can be used: processing costs are
based on 75% of full cost {US$19.43 x 0.75 = US$14.57/) and G&A costs at 65% of full
cost (US$8.39 x £.65 = USH4.15/t). In addition, the cost of reclaim from the stockpile will be
US$0.4441.

Therefore the check on cut-off grade is:
(US$0.44 + US$14.57 + USS4.16/t) 1 [{US$450/02/31.1035) x {84%)] = 1.41 git Au

This check is very close to the cut-off grade used in the resource estimate.
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17.2

17.2.1

This cut-off value daes not include the cost of mining, as this value is an incrementat cut-off
that wouid be applied to the locaded haulage trucks as they exit from the open pit. Trucks
filled with mineralized rock above this cut-off would be sent t¢ the process plant or end-of
mine stockpile while trucks loaded with rock below that grade would be sent to the waste
dump. This methodology is consistent with pit design using the Whittle optimizer which
develops an economic pit shell considering ali cost and price factors, then applies this
incremeniat cut-off to determine which mineralization within that pit shell is to be included in
the resource.

Based on the foregoing considerations, AMEC considers 1.40 g/t Au an acceptable base
case gold equivalent cut-off for reporting the mineral resources.

Resources within the Kamila and Mercado zones have an effective date of October 10,
2006, and are summarised in Table 17-11, at a 1.4 g/t Au equivalent grade.

Table 17-11
Casposo Mineral Resources
{Effective Date 18 October 2008)

Au

FResoitce ) Tonnes Az Ag X Ag Au Eq
Category DepositiZone H{%:4) git ot ca n:}azl ned containad oz coentained oz
Kamila 1.860 4.76 120.0 30(530 7,083 468 398 357
Indicated Mercado 0225 1.82 81.9 13,148 581 898 28,835
Total indicated 2185 4.46 116.1 313,278 8,155,366 419,192
Kamila 2131 214 851 9,008 362 383 13,706
ifarrad Mercado 3.007 1.66 280 354 5,857 431
Totat Inferred 0.138 2.12 53.3 8.354 368,350 14,137

Mineral Reserves

A hybrid mining case was developed for the Casposo Project, consisting of mining the
upper part of the deposit by open pit and the lower part by underground methods. The
concept behind this option is that the shallower ore would be mined by low strip ratio epen
pit mining {i.e. low cost open pit mining) and the deeper and narrower ore that would
require high strip ratios to mine by open pit would be mined by underground methods. The
open pit and underground mineral reserves were estimated by Gary Taylor, P. Eng. from
AMEC, in 2007.

The Reserves were estimated separately for the open pits and Kamila underground.

Open Pit Reserves

The Reserves for the open pi were caicuiated separately for the Kamila Main, Kamila SE
and Mercado open pits.
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Two types of Open Pit Reserves have been estimated:

. Mining Reserve — mineralized rock which is above a cut-off grade calculated from the
full aperating costs during mining.

. Stockpile Reserve - this is mineralized rock which exceeds the stockpile cut-off
grade. This rock must be mined during mining operations to access the ore but does
not exceed the full mining operations cut-off grade. A reduced cut-off grade has been
calculated for this material on the basis that it will be hauled o a separate low grade
stackpile and only processed through the mill in the last three months of operation,
once the mining reserve has been depleted. Costs will be lower than during fuil
mining operations with only stockpile recovery costs and reduced processing and
G&A costs.

17.2.2 Open Pit Cut-off Grade

The open pit mining cut-off grade was calculated based on the parameters listed in

Table 17-12.
Table 17-12
Open Pit Mining Cut-off Estimation Parameters
Operating Costs Lssh Comments
- Additionat Cost of Mining Ore than waste (Ore US$1.884,

Mining Ca4 Waste USS1.54/1)
Frocessing 18.93 Fhase 1 operating cost estimate
GaA 6.97 Fhase 1 aperating cost estimate
Total 28.34
Matallurgical Recoveries
Au 33.6% Phase 1 estimate
Ag 81.2% Fhase 1 sstimate
Matal Prices

Sefling Cosi - USTE 08/oz, Net - USE441,
Au 450f0z (US$441/31 102} US$14 18/g
Ag 7.00/0z Selling Cost - USHE S4/oz, Net - USEG 46
Aukq Ratie an E;sj ess factor used to convart Ag vakhue to an aguivalent Ay

MNote: Phase 1 estimates were preliminary estimates derived prior to the completion of the feasibility study.
Therefore:
. AuEq cul-off grade calculation = {26.34/14.18)/0.836 = 1.98 g/t AuEq.

The open pit stockpile cut-off grade was calculated based on the parameters listed in
Table 17-13.
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17.2.3

Table 1713
Open Pit Stockpile Cut-off Estimation Parameters

Operating Costs USSH Commernts
tining 0.44 toad from stockpile, haw to crusher
Frocessing 15.14 20% of US$18.83 due to reduced manpower and long term maintenance
GEA 4.88 T0% of USHS. 97 due to reduced manpawer and long term maintenance
Total 20.48
Metallurgical Recoveries
Aul BEY% Reduced from 93.6% due io lower grade
Ag 0% Reduced from 81 2% due io lower grade
Metal Prices
Ad 450/02 Seiling Cost - US$8.96/cz, Net - USE441, (USH441/31.103)= USS14.18/y
Ag 7.00/oz Sefiing Cost - US$0.54/0z, Net - USHE 46
AuEqg Ratio a0 This is factor used o convert Ag value o an equivalent Au value

Therefore the equation to determine the cut-off is as follows:

. AuEq cut-off grade calcuiation = (20.46/14.18)/0.85 = 1.70 g/t AuEq.

Open Pit Mining Dilution

The open pit mining dilution was estimated by first expanding the mining sclids a distance
estimated by AMEC to be appropriate to represent the mining conditions for this deposit
and then Gemcom was used to calculate the tonnes and grade of the ore within the
expanded solid. This resuit vielded a diluted mining fonnage and grade and the actual
dilution was then back-calculated by subtracting the unexpanded rescurces.

Two types of dilution were considered based on the boundary of the above cut-off grade
shell. One type was when the above cut-off material was limited by the vein boundary or
lithology. Beyond this boundary expected Au and Ag grades are quite low.

However, 40% to 50% of the time the mining limit is simply a cut-off grade boundary which
will be more difficult fo identify both during blast planning and during digging by the
excavator. This dilution however is often only marginally below the cut-off grade and
accordingly will carry significant grade with it Both dilution types were addressed in the
details of the reserve estimation, which are as follows:

. The lithology solids for Aztec, Inca, B and Mercado veins were expanded an
additional 0.5 m resulting in half a meter ‘skin’ being added to the original lithological
solids. The 0.5 m expansicn on both the hanging wall and fociwall of the zone was
applied to reflect ditution at the lithology contact. Only the 0.5 m dilution was selected
based on digging with a 2.3 m® excavator along the contact between the mineralized
zone and barren material which can be visually established enhancing the miners’
ability to dig selectively.
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A new percent block model (%new), containing the volumes updated from the
expanded hthology solids was created. The original resource model {Gemcom} was
supplied in the percent format meaning that if the particular block, of the biock modei,
is not totslly included in the mineralized zone then the percent of the portion
belonging te the mineralized zone is known. The tonnage of the block was then
calculated by multiplying the volume of the ‘whole’ biock by the percent by the
density. After adding the 0.5 m ‘skin’ to the #thological contact the percentages of the
new, diluted model were recalculated by updating from the expanded solids, resulting
in new percent model. The block grades were calculated in a similar way using
constant dilution grade for the portion of the block which represents the difference in
the biock volume.

The grade medels, for ore (Grade OCre) and two stockpiles (Grade Pile High) and
{Grade Pile Low), were created from the block model based on the cui-offs of
>1.38 g/t AuEqg, 1.70 g/t AuEqg and >1.96 g/t AuEq respectively. These grade solids
were expanded 1.0 m in every direction.

Where the change in grade is graduai, and within the mineralized zone, the mining
selectivity is expected to be considerably more difficelt then at the #ithology contact.
For this reason it was decided to expand the grade solids 1.0 m, which is
appreximately haif of the bucket width for the selected excavator.

The new, diluted grades for the ‘reserve block model were calculated {New Au
grade, New Ag grade) using the following formulas:

- For goid: a grade of 0.15 g/t was applied for dilution ouiside of the zone
(i.e. outside the lithclogy contact), as the block mode! did not extend cutside
the lithology contact. This grade was assigned based on a review of the driil
hole data.

- New Au grade = ((original grade*original %) + (0.15%(new%-original %))}{new%

- For silver: a grade of 4.0 g/t was applied for dilution outside of the zone
{i.e. outside the lithclogy contact), as the block mode! did not extend cutside
the lithclogy contact. This grade was assigned based on a review of the drill
hole data.

- New Ag grade = ((original grade*original %) + (4.0*{new%-original %))¥new%

These calculations tock place only in case the original % of the block was in contact with
waste {i.e. the block had <100% of ore}.

- For goid equivalent, the formula was applied after the individual grades for gold
and silver grades were computed.

- New AuEg=New Au+NewAg/80.
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17.2.4

The final report of diluted tonnes and grades was estimated using the ‘new percent’ block
model, new diluted grades and in the limit of the expanded grade solids 'Grade Ore’, 'Grade
Hile High' and ‘Grade Pie Low’.

The dilution estimation procedure used followed to calculate the tonnes and grade of the
diluted {expanded} mining shapes. These results were input info a spreadsheet and
compared to the corresponding resources to determine the quantity and grade of the
dilution that this procedure added to the resources.

Bilution was calculated as: dilution = waste {t} / resource (t). The results of this calculation
are shown in Table 17-14. Overall open pit dilution was estimated at 18% with a grade of
G.69 g4 Au, 11 g/t Ag, and 0.82 g/t Au equivalent. Based on AMEC s experience with other
similar projects this is a reasonable estimate and should be achievable with the application
of good geclogy, engineering and mining practices with constant emphasis on grade
control.

Table 17-14
Mining Dilation
Zone Tonnage'” Au Ag AuEy Dilution
Ex1000} (g  (gh) {git} (%)
Karnila Main Pit 178 872 10.8 0.85 8.1
Kamifa SE Pit 11 8.31 6.4 0.38 143
bercado Pit 4 862 16.4 083 19.8
Total 203 0.69 1140 0.82 18.0

Note: (1} tonnage befores 95% recovery factor was applied.

Dilution percentages were not calculated for the stockpiles because of the difficulty of
comparing stockpile rescources to the diluted stockpile shapes. The probiem is that the
1.0m of ore dilution into the mineralized zones incorporates some of the stockpile
resource. When the diluted stockpile resuits are compared to the theoretical stockpite
resource the numbers are na lenger comparable.

Open Pit Mining Recovery

For gpen pit a mining recovery of 95% was appiied to all rescurces contained within the pit
shell. This loss of 5% was incorporated into the Reserve calculation to provide for mining
losses of resource due to a number of causes including:

. Mine planning due to irregular ore ocutlines that weould result in some ore being
excluded from the ore blast design.

. Digging losses by the excavator in the muck pile

. Spillage losses from trucks and loaders.

. Recovery losses during reclaim from stockpiles.
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17.2.5

17.2.6

. Operator error whereby an ore load may be dumped on the waste dump.

This aliowance is a factor based on AMEC experience with similar mining situations and
industry-wide accepted practice. The 55% recovery factor was applied to the diluted
resource as cutput from the Gemecom query.

Open Pit Reserves Statement
Cpen Pit Reserves are summarized in Table 17-15.

Table 17-15
Suammary Open Pit Mineral Reserves, Inpit Reserves at an AuEq Cut-off of 1.98 g/t,
and Stockpile Reserves at an AuEg Cut-off of 1.70 g/t Au
{G. Taylor P. Eng., QP, Effective Date 30 March, 2007)

Probable Reserve

Zone Tonnage Au Ag Au £ontained Metal
Grade Grade Grade
4] fgit) fgit) (i) Au {or) Ag {oz} AuEq {oI)
Cre
Kamila hain Pit 1,102,513 566 947 6.85 200858 3,355,837 242 957
Kamila SE Pit 84,396 4.56 857 B7e 13469 178,386 15,699
Mercado Pit 80,270 2.9 93.5 336 5847 241,173 8.661
Total 1,268,178 5.40 §3.7 6.56 220074 3,774,496 287,317
Stockpite
Kamila hain Pit 74375 1.25 24.4 1.58 2883 58,403 3713
Kamila SE Pit 1,082 1.27 24.5 1.58 44 BS54 55
Mercado Pit 3,858 1.23 26.2 1.66 356 3,320 454
Total 84,318 1.25 24.9 1.56 3,377 67,877 4,223
COre + Stockpile
Kamila kain Pit 1,177,888 539 80.3 651 203841 3,418,339 246 670
Kamila SE Pit 85,478 4.82 852 573 13513 179,240 15,764
Mercado Pit 88,128 2.59 37.1 3.18 5897 248,493 2.115
Comiined Total 1,352,494 5.14 88.5 6.24  223.451% 3,847,073 271,539

Open Pit Additional Potential

There is potential to add to the reserve base within the current planned open pit. AMEC
reviewed the pit tc determine if there was potential for upside within the designed pit with
the use of higher gold and silver prices. If the gold and silver price parameters for the open
pit are increased from the base case US$450 to US$550/0z for gold and base case US$7
to US%9/cz for silver, which eguates t¢ a grade cut-off of about 1.4 g/t AuEg, there is
potential to add about 80,000 t of material at an average grade of about 6.7 9/t Au Eq in the
Kamila Open Pit that can report to stockpiles for processing at the end cf the mine life.
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17.3 Underground Reserves

Underground Reserves have been esiimated for the Kamila deposit only and have been
separated into two groups; “Below Pif", which are located below the main Kamila pit and
‘Remnanis’, which are outside the final pit walis. The Remnants will be recovered only
once the main Kamila pit has been compietely mined out and access will be provided from
inside the pit.

The following steps were used tc calculate the underground Reserves:

The mining method and stope design parameters were selected. A cut-off grade of
3.G g/t AuEq was used to outline longhole stope boundaries.

Stope outlines (shapes) were created on plan for each 6 m bench by manually
cuflining the resource above 3.0 g/t AuEq to create outlines that would be both
mineabie and practicai for operations. Creation of these outlines involved judgement
including provision for mining some below cut-off grade material within the outlines io
create continuity within the stopes and isclating some above cut-off grade material
that would not be economic to mine.

The stope outlines were then examined in three dimensions {on longitudinal section
and cross section)} to evaluate the continuity of the stopes vertically and how they
related to the planned 28 m vertical sublevel spacing. Further manual adjustments fo
the stope shapes were then made for practical mining considerations. Longitudinal
sections of the Aztec and Inca veins were created to assist with this process.

Diiution and recovery were estimated and applied to the in-stope rescurces.

17.3.1  Underground Cut-off Grades

The underground mining cut-off grade was calculated based on the parameters shown in

Table 17-16.
Table 17-16
Underground Mine Cut-off Grade Parameters
Operatmg Costs St Carmnments

btining 21.03 Fhase 1 operating cost estimate
Frocessing 1893 Fhase 1 operating cost estimate
GEA 8.87 Fhasa 1 operating cost estimate
Total 46.93

Matallurgical Recoveries

Au 24 5% Fhase 1 estimate {higher than cpen pit due to higher grads}

Ag B33.8% Phase 1 estimate {higher than cpen pit due to higher grade}

Metal Prices

Ad 450/oz  SBefiing Cost - US$6.96/oz, Nef - USH441, (USH441/31.103)= USH14 18/
Ag 7.00or  Seliing Cosi - USH0.54/0z, Net - USES 46

Aukg Ratio 80 Thig factar is used to conveart Ag vakue o an eguivaltent Au vakue

Note: Phase 1 estimates wers preliminary estimates derived prior to the completion of the feasibility study.
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17.3.2

Therefore the equation to determine the cut-off is as follows:
. AuEq Cut-off grade calculation = (46.63/14.18)/0.945 = 3.50 g/t AuEqg

This is the full underground cut-off grade which will support all underground mining
activities including access development. For outlining stope boundaries z lower
incremental cut-off grade of 3.00 g/t AUEg was used to reflect the fact that once the access
development is in place then incrementally the ore on the periphery of a stope need oniy
support the mining costs less those for access development {US$14.00/4). The incremental
AuEg cut-off grade calculaticn is as follows:

. incremental AuEg Cut-off grade calculation = (39.90/14.18)/0.845 = 3.00 g/t AuEq.

In summary, the lower cut-off grade of 3.00 g/t AuEq was used to oulline the stopes.
However, once the overall grade of a particular stope was estimated, and if it did not
exceed the full cut-off grade of 3.50 g/t AuEq, then that stope was exciuded from the mine
plan. During the mine design process, when a stope was estimated to be below the full
cut-off grade, then the boundaries of that stope were reviewed and adjusted if possible to
eliminate some lower grade material from the stope and thereby raise the overall grade of
the stope.

Underground Dilution

The procedure used to calculate underground mining dilution is similar to that used fo
calculate the open pit mining dilution except that the amount of dilution on the grade contact
was reduced fo reflect more selective mining procedures underground. There was no
change appiied to the dilution applied at the lithology contact.

For the underground reserve calculation the lithclogy and grade solids were each expanded
0.5 m to calculate mining dilution which resulted in 8.5 m dilution being applied on both the
hanging wall and footwall of the stopes. This is different to the open pit calculation, where
the lithology solid was expanded 0.5 m but the grade solid was expanded 1.0 m. The
dilution of the grade so#d was reduced to 0.5 m for underground for two reascns. First,
selective blasting and drilling practices will be used and second, there will be high quality
geological information on which to base blasthole layouis derived from detailed mapping
and back and face sampling of the undercut and overcut sublevel development. The
caleulation procedure was as follows:

The lithology solids for Aztec, inca, B and Mercado veins were expanded §.5 m resulting in
half a metre ‘skin’ added {o the original lithological solids. The grades for this dilution were
applied at Au 0.15 g/t and Ag 4.0 g/it.
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17.3.3

The diluticn at the grade boundary was applied in an identical way. The main difference is
that instead of grade model being expanded, as was the case for the open pit, the
individual stope boundaries were expanded 0.5 m to obtain the actual diution grade of
dilution within the limits of the vein. Expanding the stope solids resulted in an overlap
between the solids. The solids precedence was established such that the cverlying stope
has priority over the underlying stope so the commoen volume gets assigned fo the stope
above. This way the common volumes are not double counted in the reserve calculaticns.

Dilution was calculated as: Dilution = waste (£) / resource (1). Results are summarized in
Table 17-17.

Table 17-17
Underground Dilution Summary
Zone Tennage" Au Ag AuEg Dilution
{t x 1000) {git) (ght) (git} {%)
Below Pi 487 0.41 20 0.66 132
Remnants 52 .66 18 0.85 151
Total 54.9 .43 20 0.68 13.3

Note {1} Before 95% recovery factor was applied.

The overall underground dilution was estimated at 13% with a grade of 043 g#t Au,
20 g/t Ag, or .68 gft AuEqg. Based on AMEC s experience with other similar projects this is
a reasonable estimate and shouid be achievable with the application of good geclogy,
engineering and mining praciices with constant emphasis on grade conisol.

Underground Mining Recovery

For underground mining a recovery of 85% was applied te all rescurces contained within
the main stopes below the open pit. A lower recavery of 85% was applied to the mining of
the Remnants. These mining losses were incorporated inte the Reserve calcuiation to
provide for mining losses of resources due to a number of causes including:

. Mine planning due to irregular ore ocutlines that weould result in some ore being
excluded from the ore blast design.

. Mucking losses by the scooptram in the stope. Singe much of the stope mucking will
be by radio remote cperation the operators ability fo completely clean the stope flocr
will be reduced.

. Cre hung up en the stope footwall in jow dipping areas and abandoned.
. Biast misfires resulting in ore not being blasted.
. Spillage losses from trucks and loaders.

. Recovery losses during reclaim from stockpiles.
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17.3.4

. Operator error whereby an ore load may be dumped on the waste dump.

The mining recovery was reduced a further 10% to 85% for the remnants for the following
reascns.

. Access will be out of the pit and local pit wall conditions may restrict access te some
parts of the remnants.

. Mining of the remnants will affect the stability of the pit walls. During a detailed
geotechnical evaluation of the mining of these remnants during mine ogperations
some support pilars in ore may be left to improve the pit wall stability.

These allowances are factors based on AMEC experience with similar mining situations
and industry wide accepted practice. The 95% and 85% recovery factors were applied to
the diluted rescurce as cutput from the Gemcom query.

Underground Reserves Statement

All the underground Reserves are in the Probable category. A summary of the
Underground Reserves, reported to a cut-off grade of 3.5 g/t AuEq is shown in Table 17-18.

Table 17-18
Casposo Project Underground Mineral Reserves Summary Reported to a Cut-off of
3.5 g/t AuEq
{G. Taylor P.Eng., QP, Effective Date, 30 March 2007}
Reserve
Zane Tonnage Au Ag AUEQ Contained Meta
Grade Grade Au Ay
i) {am {am Grade (gt (o2 Ag o) (o7

Below Pit

2380 Subleval 103,649 3.51 1671 558 11,680 556,685 18,638
2370 Sublevel 25210 5.56 3881 10.38 4,503 312,957 8415
2360 Sublevel 83,421 3.55 161.8 5.57 9.515 434,018 4,541
2350 Sublevel 33.01¢ 3.12 28945 5.80 3,308 312,636 7216
2340 Sublevel 38,769 4.41 1781 5.65 5,483 223,258 8,784
2320 Sublevel 27,758 2.23 157.4 419 1,986 140,468 3,742
2315 Bublevel 30,359 2.98 2289 5.84 2.905 223,438 5,698
2300 Sublevel 25,102 1.54 178.2 377 1,245 143,844 3.043
2280 Subleval 20215 1.18 213.0 3.81 748 138,449 2479
2258 Sublavel 17,650 2.9 171.8 3.08 518 87 488 1,737
Subtotal 495,151 3.22 1983 570 41,803 2,583,211 74393
Remnants

2444 Remnant A 8,487 7.52 220 778 2,051 5,888 2126
2426 Remnant D 3,196 4.13 58.9 4.34 425 5,851 498
2402 CP Remnant N 10,917 2.63 175.0 4.81 821 51,408 1,689
2402 CP Remnant 8 11.040 397 1387 5.47 1,338 48,1682 1,940
Subtotal 33,641 4.38 112.3 578 4736 121,420 6,253
Total 435,792 3.31 19%.7 570 46,638 2,764,631 80,446

MNote: * Included in Reserves based on incremental cut-off grade o f3.0 g/t AuEq.
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18.0

18.1

18.1.1

ADDITIONAL REQUIREMENTS FOR TECHNICAL REPORT ON
DEVELOPMENT PROPERTIES AND PRODUCTION PROPERTIES

Mining Operations

Open Pit Mining

The open pit mining plan comprises the mining of two separate orebodies - Kamila and
Mercado - separated by a distange of approximately one km. The Kamila deposit will be
mined by one large pit (Kamila Main Pit} and a smaller pit located 100 m to the south-east
of the main pit (Kamila SE Pit}. The Mercado deposit will be mined as a separate pit
{Mercado pit}. Figure 18-1 is a three dimensional representation cf the deposits and open
pits. Figure 18-2 is a general plan view showing all three pits.

Figure 18-1
Mineralized Zones and Planned OCpen Pit Representations
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Figure 18-2
General View of Planned Open Pits showing Roads
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Near surface, the Kamila deposit is located within a hill with steep slopes on all sides. The
{op of the hill within the pit perimeter is at 2,550 m elevation, while the base of the hill is at
approximately 2,450 m elevation. The final pit bottem is at 2,402 m elevation, so
essentially 100 vertical metres of the hill will be removed by mining before the pit extends
another 50 m to the final pit bottom.

The mining strategy will be to start mining the main Kamila open pit, with the mining of the
underground portions of Kamila and the Mercado open pit to follow later in the mine life.
Prior fo the start of mining a haul road from the plant to the Kamila pit and waste dump will
be censtructed and the initial pioneering access road to the top elevation of pit will be
completed.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 18-2

May 2007




Open Pit Design

Detailed pit design was completed using Whittle software and was based on the optimum
open pit shell. The detail pit design parameters are as follows:

. Bench face angle (BFA) of 85° degrees

. Berm width of 7m

. Bench height 6f 6 m

. Dcuble benching for final waste walls

. Overall pit slope angle 54°

. Ramps

- Main Kamita ramp — 10 m in width at 10% grade

- The internal ramps accessing the two pit bottoms in the Main Kamila pit have
been set at 5 m in width and either 10% or 13% grade. The 13% grade was
used to obtain the access to the bottom-most benches.

- The internal ramps to access Mercado and the ‘stand alone’ Kamila SE pit
were set at 5 m in width and either 10% or 13% grade depending on the design

Pioneering Road

The start of mining operations at the main Kamila pit will require that first an access or
pioneering road be construcied tc the top of the hill encompassing the deposit. This road
will be 10 m wide at maximum grade of 10% and will become the main haulage road for
much of the tonnage in the main Kamila pit. The construction of this road will be a
significant task due to the steepness of the hill and the fact that maior dril and blast side
cuts will be required.
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Operations

Loading and hauling of ore and waste in the open pits will be done using backhoe style
excavators with 2.3 m® buckets and 26-36 t fixed body conventional highway type haul
frucks. All ore and waste rock will require drilling and blasting, loose overburden over the
pit area is minimal. For the first two vears the full production rate of 365,000 t of cre per
year (1,000 t/d) will come from the Kamila piis but open pit production will drop to 232,380 t
of ore per year (650 ¥/d) when underground production begins in Year 3. In addition to the
1,000 t/d of ore {above full cast cut-off grade), lower grade ore will be mined with the same
methods as the ore but will be dumped on a low grade stockpile located near the plant and
then processed at the end of the mine life. Mining of low grade stockpile ore will vary up o
100 t/d.

Waste guantities will peak at 3.7 M#/a in the first year and decrease in future years. The
waste stockpile will hold 8. Mi and will be located to the south east of the Main Kamila pit.
The average haulage distance from the open pit te the waste stockpile will be 1.2 km. The
stockpile pad will have final dimensions of 500 m by 460 m, with & height of 100 m.

A specialist mining centractor wili be retained to perform all the mining activities. The
contract will be all inclusive with the contractor supplying all the required manpower, mining
equipment, support equipment and infrastruciusre facilities to meet the scheduled mining
rates.

The open pit operating schedule will comprise two 12-hour shifts per day, seven days per
week, for fifty working weeks per annum. The work schedule will have employees working
four days on, four days off. Workers will be transported from Calingasta to the site at the
start and end of each shift. All equipment will be diesel operated.

Both ore and waste will be drilled with a diesel hydraulic top hammer seif-contained rig.
Holes will be 127 mm diameter for both cre and waste with a hole pattern of 4 mx 4 m for
ore and % m x 8 m for waste.

Ore mining benches will be & m in height, with blast holes drilled to 6.8 m in depth (0.8 m of
sub-grade). Waste rock benches will be aiso be 6 m in height, although where practical
double benches of 12 m will be used in waste with biast holes drilled 13 m in depth. The pit
design was based on a 7 m wide berm being provided every 12 m vertically, so double
benching can be used in waste for the final pit walls.

Total drilling reguirements will be approximately 10,000 m/a for ore and 50,000 m/a for
waste (at maximum of 3.7 Mt of waste stripping). One drill rig will be capable of handiing all
the drilling reguirements for both ore and waste with a utilization factor of 35%. A second
smaiter more mabile drill is provided for initial pioneering requirements and as a backup unit
for the primary drill.
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Drill holes will be loaded with ANFO, which will be mixed at the blasting site. The site and
rock is expected to be mostly dry, however if wet hcles are encountered, the holes will be
pumped dry, using a submersible pump, and ANFO loaded intc a plastic sleeve and
inserted info the hole. The powder factor has been calculated to be 0.27 kg/t in ore and
0.25 kg#t in waste.

Qre and waste wili be loaded inta trucks by a diese! operated excavator equipped with a
2.3 m” bucket. Two excavators wili be required to meet the requirements. A front-end
loader with a 2.3 m® bucket will also be employed, as required, for road and bench clean-up
and cceasional truck leading of waste.

The haulage trucks will be 36 t fixed-body conventional highway-type vehicles. A 36 t fruck
is preferred; however the mining contractor may choose the smalter size due to the fact
that the 28 t model is a very common throughout Argentina. All haulage rocads and ramps
have been design with a maximum gradient of 10% and a width of 10 m which is suitable
for these type of highway trucks.

Typical ore haulage distance to the process plant from the main Kamila pit wilt be 1.5 km
and 1o the waste dump will be 1.2 km. A unigue feature of the main Kamila pit is that
approximately 65% of the ore and waste to be hauled within the pit wili be transported
“‘down grade” due to the fact that much of the deposit is located within a hill.

Support mining equipment will include a track dozer for ripping and levelling the waste
dump. The open pit haul roads will be mainiained with a grader and a water truck tc control
dust. Fuelling of eguipment will utilize a fuel/lube/service truck, which will fravel to
equipment requiring fuelling anywhere in the open pit. Service equipment will include a
service truck, utility loader, mobile crane and boom truck crane.

Small pickup trucks {similar to the Toyota Hi-Lux) will be used by engineering, geology, and
management personnel, for traveling on the site, between the site, and other facilities.

The aopen pit mining equipment is summarized in Tabie 18-1.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 18-5

May 2007




Table 18-1
Open Pit Mining Equipment

Year (Number Units)

Dreseription Typicat Model = 1 2 3 Z 5
Ore and Waste Schedule - Opan Pi
Ore {KY) 34 388 373 194 191 172
Waste (K 822 3,845 251 1,182 718 842
Total (Kt} 856 4,034 28584 1,374 Lial] 1,044
Production Equipment
Blasthole Dnll - Diesel Hydraukic Top Atlzs Copco 1 5 5 5 1 1
Hammer Fantarra 1500
Adr track drilt {for pioneering) - i i i i 1 1

) htercedes
Haulage Tricks -368 t highway type Actios 4143 4 ] 4 2 2 2
Excavator - 2.3 m" CAT 33000 2 2 2 i ] 1
Front E£nd toader CAT BAGH i 1 1 i ] 1
Buligozer CAT D8T 1 1 1 1 1 1
Gradear CAT 14H i 1 1 i 1 1
Support Equipmant
btercedes

Water truck- 20,000 | Actros 4143 i i i i 1 1
Fuettube Truck Scania 268 t i 1 1 1 ] 1
kechanics Truck - i 1 1 1 1 1
Blasthole { pader truck - 1 1 1 1 1 bl
Truck flatbed 10t chw 25 t Boom Crane - i 1 1 1 1 1
Crew Van - 2 2 2 z 2 2
Pick-up Truck - 4 4 4 4 4 4
Eighting Flant - 2 2 2 2 2 2

18.1.2 Underground Mining

The open pit will extend down fo the 2,402 elevation, below which the ore will be extracted
by underground methods.

A composite plan view of the underground mine is shown in Figure 18-3 and a 3 D
representation in Figure 18-4.

Casposo Project — San Juan, Argentina

Technical Report on Feasibility Study

Project No. 150164 Payge 186
May 2007




Figure 18-3
Composite Mine Pian — Underground

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Payge 18-7

May 2007




Figure 18-4
3-D Mine View —~ Underground Mine Plan Below Kamila Main Open Pit,
Looking Northwest

Underground Design

The mining method will be Longhole Sublevel Reireat, a bulik mining method that will
provide for moderate operating costs and good production productivities. Based on the
geotechnical analysis, it has been determined that the ground conditions are sufficiently
competent that open sitoping can be employed without significant ground support
requirements. With the selected mining method, waste development will be kept at
minimum since no mucking leveis are required. Access to the sublevels will be provided
directly from the main ramp from susface.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Payge 18-8

May 2007




The bulk of the underground reserves are located in the Aztec and Inca zones, which are
both relatively wide and maoderately dipping veins with widths of 5 m to 25 m thick, and
continuous sirike lengths of ore grade material up o 120 m long. The dip of the zones
varies between 55° and 65°, with some local flattening down o 40°. There is significant
grade variation within the overall vein boundaries, with only approximately 50% of the
mineralized vein material being above the underground mining cui-off grade of
3.0 g/t AuEqg, in the selected mining areas. Nevertheless, there is sufficient continuity in the
ore grade material to create continuous longhele stopes of up te 120 m in length. These
stopes typically have one side on the lithclogy contact while the cther side is within the
zone and is defined strictly by a grade cut-off with lower grade material bordering that stope
wall.

Stope sublevels wili be 4.1 m high and located every 20 m vertically within the ore zones.
This sublevel spacing was selected to limit the blasthale lengths tc approximately 17 m so
as to avoid excessive blasthole deviation during drilling. These sublevels will be excavated
fo full ore width uniess the ore width exceeds 12 m at which time temporary pillars will be
left to support the back. The sublevels will be mapped and sampled providing detailed
informaticn on the vein boundaries and grade distribution at those elevations. This data will
supplement the diameond drill information and wili be used to provide accurate ore
interprefations required for the longhole dri#f layouts. A greater sublevel spacing wouid
reduce the accuracy of these interpretations.

The veins will be mined longitudinally using longhole retreat with the blasted ore being
loaded using scooptrams equipped with radio remote control. The radic remote control will
be required to permit lcading of cre located out in the open stope beyond the safety of the
brow.

The size of the stopes has been limited to a maximum of 120 m in length and 100 m in
height for stope stability. Where required rib pillars have been provided to ensure the
stopes don't exceed this length. In all cases, the rib pillars were left in low grade zones so
only minimal ore grade material has been lost to these piliars.

For each of the lenses, 2 fop-down stoping seguence with mucking of blasted ore from
each sublevel will be employed.

Stoping Design

The stope limits were defined as described in Section 17.14.
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The ore continues up through the base of the open pit and an 18-28 m thick temporary
crown piliar has been provided so that mining of the open pit and underground can continue
simuifaneously. The temporary crown pillar will be left in place until mining of both the
underground and Kamila Main open pit are compiete. Underground mining will continue
through to the bottem of the stopes befere the 18 m crown pillar is to be recovered.

Underground mining will begin on the 2360 level and 2350 level stoping panels in Aztec
and Inca respectively, and then progress downwards.

Recovery of the crown pillar will be achieved by first backfilling the underground stopes with
waste rock. The backfill wil serve two purposes, first, the top of the backfill will provide a
piatform st below the crown pillar for access by the scooptram and lenghoie drill to drill
and muck the pillar following blasting. if the stopes were not backfilled, the blasted ore
from the crown pillar couid thearetically be mucked from the base of the open stopes but it
is very likely that much of the ore would be caught up in the stope and not recovered.
Secand, the backfill will restrict any future caving that wouid complicate the long term
closure plan.

The waste will be placed intc the stopes from the bottom of the pi through short raises
within the crown pillar and also by trucks hauling waste underground via the ramp. Waste
from ongoing mine development will also be placed info select stopes as much as possibie
during reguar mine operations. For example the inca N Zone will be mined early in the
underground production pian and would provide a location to place waste. The backfill will
be levelled to just below the crown pillar leaving a 4.0 m high void to aillow for access by
underground drilis and scooptrams.

The crown pillar will then be drilled and blasted from underground using the sublevel refreat
method. Once the crowsn pillar has been mined the resulting void created at the bottom of
the pit wili be backfilled with waste to provide i with long term containment.

There are four remnant stopes above the pit bottom totalling 34 Kt which will be mined by
underground methods. Two of these remnanis are actusily extensions of the Aztec crown
pillar that extend above the pit bottom and into the pit walis. These iwo stopes will be
mined as an integral part of the crown piliar with the ore being mucked from underground.
The other two remnanis are vein extensions into the pit wails and will be mined by
underground sublevel refreat with access provided from the pit.

Initial construction and development of the underground mine will start in the third quarter of
Year 2 with production beginning in Year 3. The first ore production will be from
development of the first sublevel in ore (level 2380 in Aztec). The production rate for
underground will be 500 t/d of longhole producticn plus development ore from the subleveis
{sublevel development will contribute 20% of total ore). The underground couid produce at
a rate of up to 1000 ¥/d.
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Access and Development

The Kamila underground mine will be accessed to a total vertical depth of 180 m from
surface by a 1,248 m long ramp inclined at -15%. The ramp will be 48 mwide by 45 m
high. The upper segmeni of the ramp connecting the ramp portal, located at
2,443 elevation, to the first sublevel access (SL 2380} will be 423 m long. The lower
segment of the ramp will extend tc the bottom of the mine at 2,258 elevation, connecting
the remaining sublevels accessing the Aztec and Inca veins at regular 26 m vertical
intervals. This segment will be 825 m long, designed as a 18 m radius spiral ramp.

The ramp has been located between the Aztec and Inca zones {6 minimize the length cfthe
accesses to the sublevels. From this ramp location each stope access will be
approximately 40 m long and including the accesses to the ventilation raises. Sublevel
deveiopment within the stopes and veins has been estimated to be 1,646 m in ore and
260 m in waste low grade) te connect the stopes on the sublevels.

The portal will be excavated in a hillside with a solid outcrop minimizing the surface
excavation and ground support required. The portal brow and first 25 m of ramp will be well
supgported including resin grouted rebar, weld mesh and shotcrete as required.

Remuck stations (4.6 m x 4.1 m x 15 m long), to provide for loading of trucks, will be
excavated every 150 m along the ramp except where other development will be available to
serve this purpose. Safety bays {2.0 m x 2.0 m) wili be excavated every 50 m along the
ramp. As the ramp progresses and the locations for the varicus access drifts fo the
sublevels are reached, these drifis will be advanced according to the development
schedule, and will also serve as remuck stations and safety bays as appropriate.

A ventilation and escapeway raise system will be developed from surface through to the
lowest sublevel {2258 SL}. The raises will be 2.4 m wide by 1.8 m wide and vary in dip
depending on the location. The raise system will be equipped with a steel ladderway to
provide an emergency escape route from the mine. The raise system has been planned o
parallel the south side of the spiral ramp except for the top segment where a lateral
ventifation transfer drift was provided to extend the raise system outside the limit of the
Kamila main pit. At each loop of the ramp there will be connection drift to the ventilation
raise system. As the ramp is driven downwards and reaches the location of the next drift
connection to the raise system, that connection and the segment of the raise from it to the
connection above will be wi be immediately excavated to provide for a through ventilation
circuit for the ramp activity while it advances. A total of 178 m of raises will be reguired.

All ore and waste rock resulting from the development will be hauled up the ramp o surface
and then transporied directly on surface either 900 m to the ore stockpile at the process
piant or 1,000 m to the waste stockpile.

A summary of the underground development reguirements is shown in Table 18-2.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 18-11

May 2007




Table 18-2
Summary of Underground Development Requirements

Description Grade % Bize (m) Length {m}
Lateral and Ramps
Hoper Ramp (2443 e to 2380 ei} 150 46x45 423
Lowsr Ramp (2380 ef to 2258 ef) 5.0 46x 45 825
Stope and ventilation raise acoesses 36 48x41 5590
tnfrasfructure (substation, sump) 30 varies &5
Sublevels in waste (low grade! 3.0 4.6 x 4.1 250
Bub Total Waste 2,462
Sublevels in are 30 4.6 x 4.1 1,646
Total lateral and Ramps 3,808
Raises 50" 807 Z4xig 176
Total 3984

Note {1} Ore development length is "equivalent lengih® based on converting slashing of the sublevels to full ere width to
an equivalent length based on a 4.6 x 4.1 m size drift.

Table 18-3 shows the development schedule over the life of the underground mine.

Table 18-3
Underground Development Schedule
Description Year

Width Height

{m) {m} Linits 1 2 3 4 5 Total
Ramplaccess 4.8 4.5/4.1 m advancsa 458 1,024 BBO 2,162
Ore Birifts 4.8 4.1 m acvance 1,015 531 1,646
Subtotal Lateral m advance 458 2038 1,344 3,508
Raizes 2.4 1.8 m advance 113 83 178
Total m advance 458 2,152 1,374 3,954
Tonnages
Development Gre £ %1000 545 326 87.%
Deveiopment Waste £ x 1000 26.3 58.7 40.3 125.3

Water Inflows and Pumping

According to hydrogeclogical analysis conducted by Kaight Piésold (KPP} water inflows to
the mine wili be minimal and dewatering requirements will not be significani. The majority
of the pumping requirements will be to remove process water infroduced into the mine for
drilling, wash down of headings for geological mapping, and spraying of muck piles and
roadways for dust control.

The mine plan inciudes a permanent collection sump and pump station at the bottom of the
mine and a pair of submersible pumps {one as a spare) with a capacity of about 22 m°/h. It
is expected that this pump would only operate a maximum of 25% of the time.

While the ramp is being driven submersible pumps will be used to dewater the mine.
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On surface, the water will be pumped to a settling pond located adjacent to the portal o
remave sediments and then will be either reused in the process plant, sprayed on the
roadways for dust control or otherwise will evaporate.

Underground Mining Equipment

Ore will be loaded intc 26 t trugks by scoopirams and hauled up the ramp to the portal and
then on surface 800G m to the processing plani. The type of truck selected is an articulated
type surface construction truck such as the Volvo A30-D. This truck is available in a low
profile underground version capable of fravelling up 15% ramp grades at good speeds.
This type of truck is used in a number of underground mines in South Amesica and costs
haif that of typical underground mining truck. Two trucks will be required; one full time for
production and one shared between development and production.

A 6.0 m® scooptram with a 14 t tramming capacity will be used for development and
lenghole production, and for standardization the same maodel be used for both functions. A
radic remote controlled scooptram wil be required for mucking in the open longhole stopes
out beyond the safety of the brow. An electric hydraulic two boom jumbo wili be used for
mine development, but an electric hydraulic top hammer longhole drili rig will be used for
production driliing in the stopes.

Support equipment will include a scissor iift fruck for rockbolting and construction, a boom
lift truck for materials handiing and construction, a persennel carrier, a supervisor's vehicle
and pick up trucks. OGther non fixed equipment will include handheld drilis, poriable axivane
fans, portable submersible pumps, and a shotcrete machine. The underground eqguipment
is listed in Table 18-4.

Table 18-4
Underground Mohile {Non-fixed} Equipment
Equiprent Type Typical Model Na. of Units
LHD (8 m3) Digsel radio remote control scooptram — 14 & tramming capacity Sandvik Toro 1408 2
Haulage truck ~ 28 ¢ Avrticulated swrface type Truck Vol A30D 3
Development drill pembo Electro-hydraulic two boom Jumbo Sandvik Axers 5, IF ]
Froduction drill jumba Electro-hydraulic longhaole dril rig Sandvik Solo 5C ]
Brissor fift truck For rockbolting with jackleg/stopars Mormet Hitilift 1430X ]
Farsonnel carmier 12 passenger Tayota 1
Supervisers vehicle 5 passenger with cargo space Toyota ]
Fick up trucks 3 passengar Tayota 4
Handheald drifis Jackleg and stopers 12
Fans Portable axivane - 50 hp il
Fans FPortable axivane — 30 hp 5]
Fortable Fumps Submersible electric ~ 30 hp 5]
Shotcrete maching Wt mix type I
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18.1.3

Mine Ventilation

Buring development the ramp will be force ventilated by fans through ventilation ducting
{1.1 m diameter). However, raises will be provided at varicus points along the ramp to
reduce the length of the ducting. The raises will then be connected fo each other to serve
as the main fresh air conduct.

AMEC has calculated that the requirement of fresh air in the mine will be 59 mls. A
leakage factor of 20% has been applied given that the presence of open stopes will
increase the chances of air recircuiation.

A 2.4 x 1.8 m ventilation raise will be provided from surface to the lowest ievel of the mine.
The permanent ventilation circuit for the mine wii be for the full mine airflow to enter the
mine via dewnecasting through the ventilation raise to the botiom of the mine and then
exhausting up through the ramp to surface. Bulkheads with regulators will be constructed
in each of the raise access drifis along the ramp to prevent short circuiting of air out onto
the ramp prematurely. If required, air can be drawn from the fiow in the raise through one
of these bulkhead regulators to be fed more directly to cne of the sublevels. A set of
ventiiation airlock doors will be reguired at the entrance to the veniilation transfer drift fo
control airflow at that location.

The ventilaticn air wili be directed into the aclive subleveis from the ramp by axivane fans
hung in the ramp and forcing air through ducting to the work places in the sublevels.
Temporary air brattices will be installed in the stope access drifts to control short circuiting
of air through the cpen stopes.

A 112 KW permanent fan will be mounted on top of the ventiiation raise to force the air into
the mine — the system will be a “push” ventilation system.

Production Schedule

The mine is scheduled to produce at a rate of 1,000 t/d of ore for 385 d/a for a total of
365,000 Ya. During the preproduction period (Year -1} 34.2 Ki of cre will be mined and
stockpiled at the plant untii processing starts in Year 1. In addition o the 365,000 #/a of ore
production a total of 84.3 Kt of low grade ore will be mined and stockpiled and then
processed at the end of the mine life. In the first two years the annual ore production of
365,000 t will be mined from the open pit. In Years 3 to § the underground will be in
production resulting in 2 major reduction in the pit production requirement.
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The production schedule is based on starting mining in the small Kamila SE pit while the
Kamila Main Pit is being prepared. As soon as the Kamila SE pit is mined out then mining
of ore will start at the Kamila Main Pit. The low grade is kept separate in the scheduie
because it wilt be stockpiled and only processed at the end of the mine #fe. The overall
production schedule for the Project is given in Table 18-5.

Table 18-5
Project Production Schedule
Mising Area Yaar -1 Year 1 Year 2 Year 3 Yaar 4 Year § Total
Open Pit
Tonnes {kt} 34,188 364 971 365,000 232280 168,821 102,810 1,268,172
Al (gt) 7.04 457 7.1 585 435 250 5406
Aglgity 71 54 107 115 113 191 a3
AuEs (gt 7.92 525 835 7.39 577 375 §.56
Underground
Tonnes (k) - - - 132820 188,178 110,471 439,270
Al {gity - - - 3.24 298 372 3.24
Aglegity - - - 208 203 183 192
AuEg (gt - - - 5 85 552 583 5.65
Bubtotal - Direct Mi Production (Open Pit + Underground)
Tonnes {xt} 34,188 364 971 365,000 365,800 365,000 213,281 1,707, 449
Al (gt 7.04 457 7.1 4.98 3.82 313 4.84
Aglgity 71 54 167 149 181 127 118
Aubs (gt 7.92 525 835 5.83 5 64 4.73 §.32
Stockpile
Tonnes {xt} - 24 014 23,208 14,509 10,344 12,148 84,315
Al gty - 1.34 1.27 .18 §.13 t.22 1.25
Aglgits - 18 23 79 33 30 25
AuEg (gt - 158 1.56 1.53 1.54 1.59 1.56
Total - Open Pit + Underground + Stockpile
Tonnes (Kt} 34,188 388 988 388 208 379,580 375,344 225430 1,791,763
A (git) 7.04 437 887 4.82 355 383 4.67
Aglat 71 52 182 144 158 122 114
Aubg (gt 7.92 542 7.95 .62 553 4.56 §.10
18.1.4 Waste

Over the life of the Project the mine will produce a total of 10 Mt of waste rock. Most of the
waste will be produced from the open pits with a small poriion also coming from the
underground mine development. Of this total 8 Mt will be deposited in a waste dump
located iust to the south east of the Kamila open pit and 2 Mt will be disposed of as backfill
in the underground mine and dumped back intc Kamila pits.

From a mining point of view, the waste dump is well located being adjacent to the Kamila
SE pit and 350 m from the main Kamila pit.

Some waste rock is classified as low-grade potential mill feed and will be stored separately
within the waste dump such that it can be recovered and fed to the mill if higher base goid
and silver prices than those used in the Feasibility Study are realized.
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18.1.5

Cnce the Kamila main pit has been mined out some waste will be returned to the
underground mine as backfill. This waste will be suppiied by hauling waste being stripped
from Mercado direct to the underground mine.

The schedule of waste rock production is shown in Table 18-8:

Table 18-6
Waste Rock Schedule (t x 1000}

Year

Mining Area 3 7 3 3 3 3 Fotal
Waste Mingd
Kamita Main Pit 104 3,882 2458 1,408 G982 132 8747
Kamila & Pit 362 - - - - - 362
Mercado Pit - - - - - 678 678
Potential 1 38 35 17 18 24 130
Hnderground 25 5% 48 125
Total 466 3,720 2,518 1,484 1,019 834 10,042
Backfill Pits and
Usnderground
Road Construction 100 150
Kamita SE Pit 317 317
Kamika Main Pit 400G 480 580 1,400
Returmn to
Hnderground for 225 225
Backfill
Total oo - 368 - - 725 2,042
Stackpiie (at end of 366 4.088 5.288 7.372 7881 8.000°%

year)

Note {1} includes potential stockpile; (2) ulimate waste stockpile af end of mine life.

Material Handling

Cre from both the open pit and underground wil be trucked 1o the Run of Mine cre stockpile
located at the plani. The cre will be lcaded from the stockpile by a front-end loader and
hauled to the feeder to the crusher. Any oversize will be moved to one side and the
fransporied to a blasting pad where the large pieces will be blasted. To even out grade
fluctuations to the mill blending of ore from the open pit and underground and from higher
grade sources can be achieved by controlling dump areas the seguence with which the
front-end loader feeds the mill.

The low grade ore will be placed on a separate stockpile and stored there untit it wili be
processed at the end of the mine life. The potential mineralization will be stockpiled to one
side of the waste dump and would be fed to the mili at the end of the mine life if metal
prices at that are high enough ta pay for the loading and processing.

A dozer will be assigned fuil time to the waste dump to spread the waste after it has been
dumped by the frucks.
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18.1.6

Mine Services

The services to be provided for maintenance and infrastructure for mining will be minimai
due to the simple and compact nature of the mine and the short mine life planned.

The only permanent maintenance facilities to be provided will be a shop on surface which
will service both the open pit and underground operations.  All equipment repairs on the
mobile equipment will be completed in that shop. The only exception o this would be
routine repairs to the open pit and underground as these are siow moving units and
cumbersome to bring to the shop. However, if maior repairs would be required these units
would be brought fo the surface shop.

The power reqguirements for the open pit are minimal as almost all equipment wiil be diesel
powered including the production drills. The main power requirement before the start of the
underground mine will be to supply power to the mining contractars surface maintenance
and office facility as well as for pit dewatering. The underground will use a significant
quantity of electrical power for ventilation fans, production and development drill rigs,
pumps, comprassors and lighting. These loads wilt start in the middle of Year 2 as the
ramp development begins and then will reach full joad in the remaining years. The total
average estimated load during Year 1 and the first part of Year 2 will be 73 kW increasing
{0 a total of 480 kW for Year 3 and onwards.

Electrical power for the underground mine will be provided to the mine at 8.9 kV and a
6.9 kV elecirical distributicn cable will be installed in the ramp sysiem to provide power fo
the mine. A total of three portable substations will be used to provide 400 V power {0 the
equipment including the drill rigs, fans, pumps and some local lighting. One of the
substations will be located on surface at the underground portal and the other two will be
instailed in cut-outs underground close to the workplaces.

Underground mining compressed air will be required for operation of jackieg and stoper
drilis for rockbolting, explosive loaders, raise development and on occasion shotcreting.
The compressed air requirements have been estimated o be an average of 1,200 mh with
a occasional peak of 2,700 m°/h and this will be provide by two 1,700 m*h compressors
located on surface close to the portal. Only one of these compressors wili be reguired
during normal operations, the second is o be provided as a spare and for peak
requirements. During development a 150 mm diameter pipeline will instalied in the ramp
and sublevel access drifts to disiribute the compressed air throughout the mine.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Page 18-17

May 2007




18.1.7 Mine Contractors

A specialist mining centracter wilt be retained to perform all the mining activities. The
contract will be all inclusive with the contractor supplying all the required manpower, mining
equipment, support equipment and infrastruciusre facilities to meet the scheduled mining
rates.

Some services will be supplied by Intrepid:

. Prepare the site, prior to the mining conifracter’s arrival, and provide a levelled area
suitable for the coniracter to install temporary office, dry, maintenance shop and
camp facilities (for location see site plan).

. Provide fresh water (drill water, not ireated) to the site. The contractor will be
responsible to connect to this supply and provide for ali his required distribution.

. Provide the mine discharge water setiling ponds for water pumped from the
development.

. Check surveys only.

. Provide the location of the site facilities (plant, waste dumphailings impoundment,
warehouse, and powerhouse).

. Eiaborate and provide a life of ming production and development schedule.
. Geology, grade conirol and mine planning including blasthole layouis will be the
responsibitity of Intrepid.

The mining contractor will as part of their services:

. Provide all equipment and consumabie items required to meet production targets
including trucks, excavators, drilis, scooptrams, support eguipment pumps,
explosives, drilling supplies, and for underground ventilation fans and ducting,
rockboits, mesh, and shotcrete.

. Provide electrical power and all required substations and cables for ali their
requirzements except during initial construction while the generating plant is being
installed.

. Provide all required temporary offices, dry, warehouse and maintenance facilities.

. Provide for sewage and grey-water collection and also be responsible for the disposal

of all used material from his facilittes to the adequate waste dump locations where a
specialized contractor will coliect them. These costs should be listed separately
gince the owner may decide to provide waste disposal services.

. Supply empioyee housing off-site (city of Calingasta) because there will not be an on-
site housing camp.
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. Construction and maintenance of

all pit hatlage roads both within the pits and te the plant and waste dump.
. Construction of the initial 10 m wide pioneering read to the fop of the Kamila pit.

. Be responsible for all aspects of the underground development including equipment,
supplies, manpower, supervisicn, safety and susveying.

. For underground the permanent services in the main ramp, o be included in unit
prices, will comprise 150 mm schedule 40 compressed air pipeling, 100 mm schedule
44 water discharge pipeline

. Provide ground support for the surface portal french including resin grouted rebar,
weld mesh and shotcrete as required prior to start of tunnelling.

AMEC developed a contract mining document to solicit budget price proposals for mining at
Casposo. A budget price proposal was received from a mining contractor with experience
in Argentina and personnetl located in San Juan. in addition to costs, this proposal included
a plan on how the contractor proposed to execuie the open pit mining portion of the
confract. This plan included operations methodology, manpower levels, eguipment
requirements, and infrastructure building needs.

18.2 Mine Site Infrastructure

18.2.1 Site Selection and Investigations

Field investigations and a site selection study were carried out o identify the best locations
for the plant site, waste dump and tailings facilities. These locations were examined by
AMEC, Intrepid and Knight Piesold (KP) personnel during field site investigations. The
finalized position of the facilities is shown in Figure 18-5.
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Figure 18-5
Proposed infrastructure Layout - Casposo Site

Plant and Administration Site

Three alternative plant sites locations (PL) were identified during the site visit. The first two
sites are located to the south and down slope of the Kamila crebody area, while the third,
PL3, is located west and upslope of the deposit. PL1 and PL2 are the preferred siies due
fo their relative location down slope of the mine and the proximity to the preferred tallings
deposit alternative TD1.

The geotechnical investigation showed the ground in  the preferred PLA1
concentrator/adminisiration area is adequate to support the proposed siructures.
Laboratory testing of a limited number of bedrock outcrop samples in the Project Area
suggests that the foundation bedrock strength will be variable, but generally of high
resistance. In the general area of the plant and taillings management facility the
groundwater level associated with the lighily weathered and moderately fractured rhyolite
bedrock appears to have stabilized at a depth of about 21 m below ground surface.

Waste Rock Dump and Tailings Management Facility

The Casposo Mine Project will generate an estimated 10 Mt of waste rock over its planned
five-year operating life. About 2 Mt of the mine waste rock is currently planned for use in
road construction, in-pit dispasal and underground backfill. The balance will be stored in a
waste rock dump (WRD).
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Two potential WRD sites were identified, one in the head of a caichment area located to the
southwest of the planned Kamila Open Pit and the other just southeast of the Kamila Open
Pit area, along the south side of a low-lying bedrock ridge and nerth of the planned process
piant locaticn. AMEC carried out the estimation of the waste storage velume for these
locations and there was encugh capacity for all of the expected waste production only in
the latter option. The sile to the southeast of the Kamila Open Pit was identified as the
preferred alternative, based on its more favourable relationship of storage capacity versus
base area and its overall lower ground surface elevation compared to the alternative site to
the southwest of the Kamila Open Pit. This is the site shown in Figure 18-5.

The Project will generate about 1.8 Mt of tailings over its planned five-year operating iife.
The following criferia were considerad when locating the tailings impoundment site.

. Dam Stability — The tailings dam should be stable with minimal risk of failure
censidering foundation, flooding, seismic activity and construction materials.

. Aesthetics — The tailings dam should be located, consiructed, operated, reclaimed
and closed in a manner that minimizes the effects on environment as much as
practical.

. Economics — Location and construction of the tallings dam shouid consider
construction, operation, and closure costs.

. Water Quality — The location, construction, operation, reclamation, and closure of the
dam should consider water quality from dam discharge and seepage.

. Watershed — The dam and impoundment should be located in a watershed that is
adequate o contain the volume of tailings generated over the life of the mine and in a
watershed that requires minimal routing or flow through of water runoff.

The estimated tailings mass for the proposed life of the mine development will reguire
around 1.8 Mm® of storage capacity if disposed as slurry or around 1.4 Mm?® if filtered and
dry stacked. During initial field investigations AMEC identified five possible locations for the
tailings disposal facility.

The five alternatives were studied to determine storage capacity, amount of material
required for dam construction, ratic of storage capacity against dam volume and upstream
catchment area.

Dams were used during the site evaluation only for comparison purposes since AMEC
recommends that fitter tadings be disposed as dry stack. The disposal options
contemplated for the cyanide leached tailings included:
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. Conventional, siusried tailings discharge by gravity pipeline to an impoundment
{tailings dam} with water reclaim tc the process plant.

. Thickened high density tailings discharge by pumping to a confined storage area
{earthen embankment) by pipe.

. Filtered tailings transporied by truck to a dry stack tailings facility.

TD1 is located down siope and east of the mining area and preferred plant site locations,
has sufficient storage capacity and a relatively smal catchment area. TD1 is the
recommended tailings facility site. TD2, located northeast of the Kamila deposit, was
discarded due to the ilarge (1,377 ha) catchment area upstream and the associated
difficully and cost of constructing a system to divert large volumes of water.

TD3, located northwest and upslope of the mining area, has a 703 ha catchment area and
the lowest rate of storage capacity fo dam volume. Due to TB3's location, upslope from the
mining area and preferred plant site, the tailings would need ic be transported upslope fram
the preferred plant site or i the non preferred plant site is selected, the ore would need to
be hauled uphill.

Two other alternatives, TD4 and TD5 were reviewed during the study, but discarded due to
their inadequate storage capacity.

In general subsurface conditions in the waste rock dump area comprise shallow to no soil
overlying competent rhyolite bed rock. The subsurface conditions encounterad by the test
pit exploration work near the preferred TMF area (TD1)} consist of dense, dry, silty or
clayey, sandy gravel with medium-plasticity fines. Fine-grained soils exist to 2 m below
ground surface, underiain by 3 m of coarse grained granular alluvial sediments. Similar soil
characteristics are inferred for the proposed WRD site, where soil cover exists. The
granular soil encountered is underlain by moderately-weathered, medium hard fo hard,
greenish, greyish-brown woicanic rock. The depth fo the inferred bedrock surface
reportedly varies from 0 te 5 m. Moderately silicified, lighi-celoured rhyclite bedrock was
repoeried from 5 m fo 17 m depth in the borehole, then moderately altered and extremely
weathered rhyolite to 48 m below ground surface. From 48 m to 80 m below ground
surface, lightly weathered and moderately fractured rhyolite was reporied. Based on this
the feundation bedsock strength wili be variable, but generally of high resistance.
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Mine Access Road

Based on discussions with Intrepid personnel at site and in San Juan, AMEC understands
that the current alignment of the gravel access road was developed several years age after
sections of the previcus route were damaged by a significant storm runoff and erosicn
event. The current access road is located primarily along high ground in the alluvial
deposits, but siill crosses several large, naturally-established storm channeis. AMEC
agrees that the current access road alignment should be maintained for the Project, with
modifications te the road width, curves and grades as reguired for mine transport. As well,
modifications shouid be made to the storm channels at the access road cressings to reduce
the extent of damage and temporary road loss in the event of another significant runcff and
erosion event during the projected five-year mine operation.

Monitoring Piezometers and Project Water Supply

On the basis of hydrology and hydrogeological studies and surveys conducted by
Knight Piésold a test water supply borehole was drilled, monitoring piezometer instalied and
pump tesis conducted upstream in the Quebrada Vallecito river bed.

The most feasible water supply {pipeling) route to the plant appears to be along the north
side of Quebrada Vallecito, then along the existing access road between Quebrada
Vallecitc and the proposed plant site. The water supply well is located far enough
upstream in Quebrada Vallecito, to minimize pumping requirements as much of the head
will be provided by gravity.

Geotechnical Investigations

General

Two geotechnical investigation programs were compieted by AMEC on the Casposo site.
One tock place during Becember 2005 and the cther during October 2006,

The first program included geotechnical mapping of outcreps and the excavation of
frenches to investigate foundation conditions on alternative plant sites. In addition,
potential sources for borrow materials, access routes and water diversion requirements

were identified.

The purpose of the second program was to review the following:

. transport corrider conditions and potenial concerns for large-vehicle movement
between Calingasta and the turnoff to the Project Site on Route 412,
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. report on and supervise a test pit exploration proegram within the revised proposed

plant site,

. storm runcff structures and alternative routing options for the project’s gravel access
road,

. proposed monitoring and groundwater supply borehole locations proposed by
Knight-Piésold which were subsequently driled under their supervision later that
maonth.

Geotechnical Structural Mapping

Structural mapping was carried out by AMEC along 507 m of exploration road cuts,
covering 21 different areas. Of these areas, 18 were tested by window sampling and 3 with
the scaniine sampling technigue. Over the 507 m length, 470 m covered rhyclite rock units
and 37 m were in andesite. The total number of structures mapped was 750; 703 in the
rhyolite and 47 in the andesite.

During structural mapping the following parameters were recorded: type of structure, rock
alteration, number of fractures, persistence, termination, field resistance, aperiure, fill, fill
resistance, structure alteration, roughness, waviness, and water condition.

Test Pits

AMEC recorded the subsurface conditions as encountered in 23 test pits that were
completed in the Project Area.

Six of the test pits were completed in the tailings dam alternative 1 site (BDR1), two in the
tailings dam alternative 2 site (DR2), three in the tailings dam alternative 3 site (DR3), cne
in the general area of plant alternative sites 1 and 2 (PL1 and PL2), three in the plant
afternative 3 site (PL3), and eight in the revised proposed plant site (RPL). Test pit
exploration work was not conducted in the proposed waste rock dump site, as ground
reconnaissance indicated that the subsurface conditions generally comprised shallow te no
s0il overlying the bedrock.

Laboratory Testing

Four Uncanfined (Uniaxial) Compressive Strength (UCS) and forty-three Point Load
Strength (PLS) tests of individual rock pieces were carried out by the rock mechanics
laboratory, at the Universidad Nacional de San Juan in December 2005, The samples for
the tests came from exploration boreholes CA-04-99 and CA-04-97. The PLS of andesite
rocks ranges from 3 to 9 MPa, whereas those for rhiwolite ranged from 2 to 12 MPa. The
mean UCS of the andesite was 83.4 MPa, whereas the mean rhyolite UCS was 105.8 MPa.
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Fourteen samples coliected from 11 of the test pits and three possibie guarry alternatives
were seni to San Juan for scil classification purposes. The samples were classified
through a particle size analysis {(sieve analysis). Ten Proctor tests (belonging to 5 TDH
samples, 2 02 samples, 3 TD3 samples and 1 PL1 sampie) were carried out by the
Universidad Nacional de San Juan. The moisture content of seven samples {3 TD1
samples, 1 TDZ2 samples, 2 TD3 samples, 1 PL1 sample, and 2 guarry alternative
samples) were also evaluated by the Universidad Nacional de San Juan, as was the
apparent and absolute density of three samples, QU1-QU3.

Final Site Layout Design

The waste dump wil be located southeast of the Kamila Open Pit area, aleng the south
side of a low-lying bedrock ridge and abufting the dry stack tailings facility. The
administration, services, process, and tailings filiration facilities will be located near the dry
stack tailings faciiity, alsc within easy access to the mine site access road. The mine
maintenance facilities will be located on a bench about 1 km from the western edge of the
ulimate pit. The water supply well will be located in the upsiream in Quebrada Vallecite. A
three-dimensicnal schematic of the site layout is shown in Figure 18-6.
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Figure 18-6
Overall Site Facilities Layout 3-D

18.2.2 Site Facilities

Planned site facilities inciude:

Ore Siorage

Run-of -mine coarse ore stockpile.
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Plant Area

. Crusher plant

. Fine ore storage bin and emergency stockpile
. Grinding and gravity

. Counter current decantation thickener plani

. Filter plant and tailings stockpile

. Cyanide destruction and process water distribution

. Process water collection pond
. Piant control room (with internal office and slurry sample preparation room).
Administration

. Gatehouse and weigh scale

. Administration and engineering offices
. Assay iaboratory

. Warehouse, and storage yard

. Maintenance workshops

. Canteen and infirmary

. Power generator plant

. Fuei storage

. Reagent mixing

. Fresh water and fire water storage and distributicn
. Potable water plant

. Air services

. Merrili Crowe and refinery

. Site water collection pond
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18.2.3

18.2.4

Mine Area

. Contractors area {offices, warechouse, heavy vehicle repair shop, fuel tank} and
facilities

. Explosives magazine

. Detenator magazine

. Underground air compressor services

. Underground mine water settling pond

Water Well Supply Area

. Welis

. Fresh water supply tank and distribution pipe

Plant Site Drainage

In the administration zone there are several channels with a slope of 1.5% whose purpose
is to collect and divert the rain. The water from the channels is collected by a marginal
ditch. These waters are then directed to the site water collection pond.

In the plant zene run-off as well as potential spillage from the piperack and emergency
overflows will be coliected in a central trench and directed towards the process water pond.

Site Roads

The design of the haul rcads considers a road width of 10 m, a maximum slope of 10% and
a migimum radius of 40 m.

For the design of the new access roads the configuration of the existing roads will be taken
into consideration; these have an average width of 4.5 m and an average slepe of 10%.

The design parameters of the new access rcads include a road width of 6 m, a maximum
slope of 10% and a minimum radius of 40 m. The main purpose of the access roads is the
communication among the different facilities of the mine

Most of the access roads are located over existing roads; in these cases the grade line
needs to be improved and rcad width needs to be broadened. Only one section of about
570 m of length is new, it is located between the processing plant and the tailings
management facility.
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18.2.5

Waste Rock Dump and Tailings Management Facility

Waste Rock Dump

The WRD wili be located just southeast of the Kamila orebody zone, with a ramp
constructed of waste rock being initiated and raised as required to provide access to the
working piatform. The dump will be developed in a conventional manner, with haul frucks
fransporting and end-dumping the waste rock and dozers spreading and configuring the
material en the working platform.

About 85% by mass of the waste rock from the Kamila and Mercado Open Pit operations
will be comprised predominantly of rhyolite (87%) and andesite {8%). Quartz porphyry,
quartz vein rock, pyroclastic breccia and other rock types will constitute the remaining 5%
of the waste rock material. The host rock in the planned open pit zones is expected o be
very competeni and require close blasting patterns, and should produce well-graded,
strong, dusable and angular particles. Sulphur contents greater than 0.5% by mass, which
can be an indicator for acid mine drainage (AMD) potential, have been identified in
approximately 12% of the rhyolite and about 8% of the andesite in the Kamila zone. The
Mercado zone, which represents about 10% of the total mining tonnage, has a lithological
composition similar to the Kamila zone. Geological modelling indicates that the high
sulphur content zones within the Kamila zone are well-defined, with little distribution or
spreading of the higher sulphur values in the surrounding rack.

The resuits of geochemical analyses and metaliurgical mapping indicate that the guartz
vein ore rock will not have significant sulphur contenis with respect to AMD potential; data
from humidity cel testing to date support this inference.

Annual waste rock generation wili range from about G.8 Mt to 3.7 Mt over the planned
five-year mine operating life, with an additional 0.5 Mt estimated from pre-production
stripping work. A quantity of waste rock will be used for read construction in the pre
production and latter stages of the mine operation, and as in-pit disposal material and
underground backfili in the final year of operation.

Tailings Management Facility

The washed, rinsed and fillered tailings will be transported by haul fruck to the TMF where
they will be end-dumped and dozeriracked. A heavy compactor will be used to provide
additional densification to the tailings and reduce the potential for wind erosien during
operation, as required. The TMF will abut the scutheast end of the WRD and extend
fusther to the southeast, and will be provided with a gecmembrane liner over the prepared
foundation surface. The liner will extend within the east side of the WRD, in order that a
barrier to any downward seepage infitration to the native foundation soils is maintained
beneath the entire tailings deposit.
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18.2.6

The rinsed and filtered tailings will be a sif-sized material having geotechnical properties
typical of milled, hard rock goid tailings. Residual cyanide concentrations in the rinsed
tailings wili be less than 50 parts per miliion {(ppm), and the tailings will be dewatered to a
moisture content of about 18% (mass water to mass dry solids) by the belt-filtering process.

The TMF will be progressively closed as it is operated, using non-reactive, suitable waste
rock to construct a cover resistant o erosion by wind, direct precipitation and water runoff.

Monitoring

Geotechnical and environmental monitoring of the WRD and TMF operation will include
regular topegraphic surveys, water balance evaluations and monitoring well sampling and
laboratory testing. Additional geotechnical and/or environmental monitoring instrumentation
and procedures will be iniroduced as required. The menitoring programs will be continued
into the mine closure and post-closure pericds as required to verify that the geotechnical
and geochemical design criteria for mine closure have been achieved.

Power Supply and Distribution

The Casposoc site power station will be a diesel fuelied generation facility based on mullipie
medium speed reciprocating engines, placed on an open slab, complete with coeoling and
all auxiliary equipment. The generator controls and the general disiribution board that
gathers and distributes the power from the generators will be located in a building adjacent
o the power generators.

The power ouiput is rated to meet the process plant, ancillary support loads and the mine
requirements. An additienal installed spare unit will be provided to aliow any one unit to be
on standby or out of service for maintenance or repair.

It has been estimated that the power requirementis of the first open pit phase will require the
use of 3 power generators capable of supplying 1,000 kW each of constant power at
constant lead and an extra standby generator of the same characteristics. For the
underground phase an additional generator will be reguired fo supply the power
requirements of the Kamiia underground mine; fotalling 5 power generators in an
N+1 configuration.

The power station will be located close to the largest loads, which are located in the
grinding area of the process plant, fo minimize both losses and capital cost. Power o the
site loads will be distributed from the powerhouse in 3 phases at 8.6 kV and 50 Hz using
cabie and overhead lines as appropriate.
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18.2.7

18.3

The main electrical loads are as follows:

. Main process plant {and crushing}
. Service complex
. Ancillary foads including water distributionfhandling and treatment

. Underground Mine

Communications
The Casposo communications system will be satellite based and provide the following:

. Voice-over internet protocol for offsite telephone communications

. A local area network on site, which can be expanded to provide a wide area natwork
incorporating Intrepid’s head office in Toronto

. 20 telephone trunk lines, which will simultanecusly support 15 o 26 phone calls, a fax
and a number of computers on the internet, with high guality service. Should this
prove o be insufficieni, the bandwidth can be increased in less than one hour,
remotely by the service provider.

. Toronto dial tone (no long distance charge). Other city dial fones can be provided
should it be necessary.

Capital Costs

The capital cost estimated to design and build the Casposo Project is US$45.5 M. All costs
are expressed in fourth quarier 2006 US dollars, with no allowance for escalation, interest
during construction, or taxes. All estimates herein are quoted in fousth quarter 2006 US
doliars, and 3.097 ARS/$ and 1.1371 CAD/S.

AMEC developed a baseline cost estimate of US$3.7 M for the EPCM costs to execute the
Casposo Project.

No taxes have been included because it is assumed VA tax paid during the construction
pericd will be recovered. However an allowance of 4.0% of the direct capital equipment
cost has been included in the estimate for duties (ad-valorem, custom agent and others).
The conlingency used is 12.0% based cn an @Risk Simuiation analysis.

The capital cost summary is shown in Tabie 18-7.
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Table 18-7
Capital Cost Estimate Summary {$US x 1,000)

TORS PR TN and TREL IO TOTAL
Imparted icoat [ W | | (Adwect |  Sub
AREA DE_SCRiPTION 52&;2 Supply 5000 DHreect Cost Cost Cohirast S TOTAL COST
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149 Pit Haut Boads 3 186 1045 144
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18.4 Operating Costs
Three distinct operating phases are considered in the development of the operating costs:

. Years 1to 2  Initial mining in the Kamila open pit and process piant operations.

. Years 305 Combined open pit and underground mining and process plant
operations.
. Year 5 End of mine production and three maonths of process plant operations

reclaiming and processing 84,000 t of stockpiled low grade ore.

The operating costs include all costs required to produce 1,000 t/d including the normal
underground mine development and extension of principal underground mine ramps and
raises. Not included are sustaining capital which, due to the short mine life, comprise only
four main #ems: initial Kamila underground mine development and associated support
infrastructure until the start of underground production, addition of a power generator and
electrical substation to support the underground operation, extension of the haul road to
Mercado, and closure costs. Sustaining capital is incorporated directly into the project cash
flow model.

Life of-mine operating cosis are shown in Table 18-8, and annual cperating costs in

Table 18-9.
Table 18-8
Life-of-Mine Operating Cost, US$ x 1000
Labour Expahses Total Cost USSH Milled
Mine operations 1,657 36,688 38,556 21.52
Processing operations 4823 28,979 34,803 19.43
Administration 3827 7512 11,439 6.39
Total 10,608 74,190 84,798 47.34
Table 18-9
Annual Operating Cost, {US$ x 1,000}
L . ., Open Pit US$H  Underarousd . LSS0z Au USS%Moz Auincl.
Year Mising Processing Admin  Total Mined " USSH Mised? USSH Mitted () Ag Credit®
1 8,541 5,969 2437 17,948 210 - 50.43 302 275
z 7,028 7,139 2437 1B.603 247 - 45.49 185 123
3 10,474 7,258 2437 20,169 289 42,99 5528 245 153
4 8,917 7,282 2,437 18636 3.24 2668 51.08 273 147
5 3,506 5,155 1593 11445 238 1266 33.82 282 153
Total 35,556 34,772 11,439 B4,798 2.36 28.07 £7.34 245 168
MNote: {1} Open tonnage mined - including ore + stockpile + waste

{2} Underground tonnage mined — ore only
{3) Gold USH500/0z, Silver UUS$8 50/oz
{4) Silver US$8 50/02 net of cost of silver sales
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18.5 Environmental

18.5.1 Baseline Studies

Baseline data collection for the feasibility study commenced in January 2006 and for
reporting purposes the baseline data reported was cut-off in September 2006.

Knight Piéscld (KP) developed and supervised the baseline monitoring program. During
2006 monthly baseling monitaring (meteorclogy, water quality, hydrolegy, hydrogeclogy, air
quality), seasonal (flora and fauna, limnolegy and ichthyelogy} and special studies
{gecmorphology, seismicity, soils, landscape), were conducted by KPP, and extends those
initiated by Intrepid prior to the feasibility report. Intrepid also commissioned archaeological
siudies which KP has incorporated into their report.

The KP baseline study conciuded that:

The region is classified as having a dry desert {BW) climate, with an arid humidity
regime, characterized by high net evaporation rates. Consequently, precipitation that
can originate runcffs from the waste dump and tailing deposit will be very low and
high evapocration rates are also favourable for avoiding acid generating conditions.

The BW climate categorization aiso supporis a negative project water balance and
minimizes potential hydrology impacts. No major impacts are expected on water
guality and quantity since the process water will be reclaimed io operations, and
mitigation measures o prevent infiltration of components related to the metailurgical
process have been considered.

ARD geochemical test work indicates tailings and practically 90% of the waste rock
are not producers of acid rock drainage.

Soils at the Proiect Site are generally considered to be of such low edaphological
development that it is highly improbable (without the use of technically advanced
irigation procedures} they can be used for commercial agricultural or animal
production. From a socioeconomic point of view, mining activity at the site is unlikely
to compete with cther potential activities for land and soil use, and may be the only
productive alternative. Conseguenily the potential impact on soils, current land use
and agriculture potential are regarded as low.

Regicnally, and despite the severe seismic classification of the Province, records
demonstrate the zone in which the Casposc Project is located has a relatively low
seismic density, with earthquakes of Ms <6 magnitude and foci (hypocentre) depihs
between 50 km and 100 km. No active, regicnal faults have been identified close to
the Project Site Area. The potential presence of active, local faulls close to the
Project Site will be investigated in more detall as part of a site-specific geological
hazards study.
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Cnly one flora or fauna endemic species was discovered in the Study ares;
Asthenes Steinbachi pale basketweaver, of the Furnaridae family, but this is not
expected to be irreversibly, negatively affected by the mine operations.

Ne unigue species or microhabitats exist at the Project. Site; all the species and
habitats are found on a regional scale.

The Project is not located close o a water body. The Quebrada Vallecite and del
Potrerito are the two main streams relatively near to deposit area. Rivers and
streams, during the whole study period, have alkaline characteristics with average pH
values between 7 48 and 8,18. Average concentrations of Dissolved Oxygen are
favourable for the development of aquatic ecosystems, with values around 8 mg/l.
Chemical analysis does not show concentrations of Cyanides, Hydrocarbons or
Pesticides in the waterways, as well as no significant concentrations of tctal metais.

Hydrogeclogical analysis indicates a production well system, installed in the aguifer
of the middle secticn of the Quebrada Vallecito, can permanently deliver the small 12
Lis water supply requirement for the Project. Measuremenis indicate that gravels in
the Project Area and below the Quebrada Vailecito have moderate hydraulic
conductivities, but encugh to allow surface water infiliration. Gravels adjacent tc the
Project and in the lower part of Quebrada Vallecito are not saturated. In this sector,
the aguifer would be restricted to fractured rock media with depths of at least 30 to 40
m. Consequenily the water resources in the area should not be significantly altered
by the Project development.

The apen pits, WRD and TMF represent irreversible, though localized alterations o
the site topography in the Mine area. Given the visual access restrictions of the site
by virtue of its location in the gecgraphic basin, and the Froject’s location some 17
km removed from National Route 418, views of the permanent Mine site development
will be limited to the visual basins in which # is situated. The prominence of the WRD
and TMF on the local landscape will alsa be attenuated by developing them adjacent
to and abutting a naturai slope to which they wili also be roughly profiled during site
closure work.

The location and configuration of the Project facilities in this Study will not directly
affect any recognized archaeological sites; mitigation measures will be provided for a
few identified in the proximity.
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18.5.2

18.5.3

Project Development Environmental Management Plan

A preliminary environmental management plan (EMP) has been developed to summarize
the significant, adverse impacts that the development, operation and closuse of the Project
may have an the environment and fo suggest measures that will mitigate these recegnized,
potential adverse impacts to acceptable levels. General recommendations for the
management and care of the physical environment, biological environment and
archaeological and cultural heritage have been made in the preliminary EMP.  The
effectiveness of the EMP will be judged by performance maenitoring throughout the mine
construction, operaticn and closure stages, and as far into the post-closure period as
reqguired to demonstrate satisfactorily that the EMP cbjectives have been satisfied and will
remain so in the long term. The EMP covers:

. Geomorphaology
. Water
. Air Quality and Noise

. Soils

. Biological Environment inciuding Protected Species
. Archaeoclogical and Cultural Heritage

. Process Plant

. Waste Rock Dump and Tailings Management Facility
. Performance Monitoring

. Safety and Health Plan

. Contingency Plan

. Dangerous Goods Transport Management Plan

. Community Relationships Pian

. Waste Management Pregram including Solid Bomestic and Industrial Non-Dangerous
Waste and Management of Hazardous Solid Waste.

Preliminary Closure Plan

The closure and reclamation plan developed for the Feasibility Study summarizes the
following:

. The anticipated conditions of the principal site facilities and infrastructure at the end
of the ming operation.
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. The closure criteria or obiectives as determined from the estimated post-clesure
environmental and land-use abjectives.

. The strategies and time frame required to achieve these criteria.

The purposes of this plan are o lay out the closure measures and estimated closure costs
as input to the Project Feasibility Study, and also te form part of the Environmental impact
Assessment to indicate the post-mining reciamation activities that will mitigate potential
environmental impacts.

The closure and reclamation plan is considered preliminary since some elemenis of the
pian, such as post-closure monitoring requirements and associated cost estimates, may
require revision upon Project approval. Further, the specific details of the Mine Closure and
Reclamation Plan will evolve as mining progresses, and sc the plan will be updated
pericdically during the mine life. The final plan wili be generated two years before mine
closure.

In general terms, the closure plan promotes, where technically and economically feasible,
the rehabilitation of disturbed areas as much as possible to their pre-operation siate. Areas
permanently altered by the mine operation will be closed in a manner acceptable for
physical, environmental, land-use and safety considerations.

Areas to be rehabilitated o their pre-operation state include the process plant site and the
internal haul roads. All machinery and equipment will be dismantied and removed for
resale or scrap value. Concrete foundation elements wili be demolished and the rubble
disposed of in the WRD or in another accepiable, permitted facilily. All mineral,
hydrocarbon or otherwise contaminated soil at surface will be excavated and the material
freated and/or disposed of according te applicable environmental regulations. Stormwater
diversion ditches and ponds not required for the post-closuse design will be backiilled. The
general area will be backfilled andfor regraded to match surrounding fopography. Residual
features may include large cut or fill slopes for which their predicted, accepiabie long-term
geotechnical, gecchemical and safety performance can be demonstrated.

Permanent landform changes brought about by the Project inciude the open pits, WRD and
TMF. The conceptual closure plan for these structures may include (for the open piis)
infilling and will include (for the WRD and TMF) regarding and cover construction. Closure
pian objectives for these structures include ensuring long-term geotechnical and
geochemical stability, resistance fo susface erosion processes (precipitation runcff and
wind}, aesthetically accepiable appearance, compatibility with predicted long-term land use
and reduction of safety hazards tc an acceptable level. Direct precipitation on the WRD
and TMF will be managed by a store and release cover design, which is believed to be the
most suitable for the environmentat and metearological conditicns at site.
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Progressive closure of these waste material facilities showid be carried out during the mine
operation, to allow evaluation and refinement of the closure strategy and to reduce post-
operation closure cosis.

Openings to surface from the underground mine operation will be permanently sealed to
discourage unauthorized entry. Unless high phreatic levels are detected during the detailed
design investigation and operation stages, the underground seals will comprise rock
particle and soil backfiil.

The preliminary closure plan will be developed into the definitive site closure plan at least
two years before the anticipated end of mining operations. Becommissioning and final
closure consiruction is anticipated to require less than one year. The success of the
closure plan will be determined by way of post-closure menitoring of geotechnical,
geochemical, biglogical, environmenial and socio-eccnomic conditicns te compare the
closure design criteria with the short-term post-closure conditions. The results of the short-
term post-closure monitoring program will determine the need for any additicnal site
remediation work, the extent and duration of any further monitoring, and the predicted point
at which no further activity or mositoring is required, i.e. when the site can be considered
permanently closed.

The earthworks closure construction and subseguent, short-term post-clasure monitering
are estimated to cost arcund US$.8 M. This figure does not inciude the cost of
dismantling and removing or disposing of any structures, installations and equipment other
than the concrete foundation elements. Some major equipment will have a salvage vaiue
net of the dismanilement cost, while other equipment, such as tanks, vesseis, pump boxes
and piping are assumed tc have a scrap value, net of their dismanilement and removal
cost.

Environmental Controls

Envirenmental controis will be incorporated into the design, construction, operation and
closure aspecis of the process faciities. The controis relate principally to health and safety,
environmenial protection and water management. The main areas of environmental
concerns are cyanide elimination, surface land disturbance and the storage and handiing of
reagenis. The envisioned controis for design, construction and operation are summarized
below:

. The mill facilities will be designed fo meet Argentine regulatory requirements and
World Bank standards for health and safety.

. The berm areas will be designed to contain the volume of 110% of the contents of the
single largest tank, or & major spill from the circuit. Internal sumps and bermed areas
will be constructed to contro! all water and process streams. Thus, all spills can be
contained in the mill area.
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. The crushing and stockpile facilities are designed with dust conirol and dust recovery
systems o minimize particuiate loss to the air.

. A retort system will be included to ensure the removal of any trace mercury from zinc
precipiates. Condensed mercury will be stored in flasks and shipped off site for by
product refining by others. It is assumed the mercury credit will cover the costs of its
treatment off-site and this is reasonable. Trace amounts of mercury are stripped from
the condenser off-gas stream by pulling it through canisters loaded with activated
carbon. The retorts and condensers are accommodated in a ventilated refinery
building.

. Off-gas handling will be designed into the doré furnace to control gas emissicns from
the furnace.

. The chemical and reagent storage and make-up facilities will be contained in a
separate enclosed and ventilated building with dry storage and spillage control
systems.

. FProcess chemistry wili be monitored, including cyanide destruction, to ensure
ongoing optimal plant efficiency.

. Industrial hygiene monitoring will be conducted in the mill and in other areas to
protect worker health.

. Chemical and reagent storage areas will be inspectad regularly te ensure the integrity
of the storage struciures and secondary containment.

. All emergency equipment will be inspected regularly fo ensure optimal function.

18.6 Financial Evaluation

The capital and operating costs generated for the development, operation, and closure of
the Casposo Project have been evaluated using discounted cash flow analysis as a means
of determining the financial aspects and economic indicators for the Project. The cash flow
analyses have been based upon data developed by AMEC, KPP and Intrepid. The tax
informaticn basis has been reviewed by R y J Ldpez Aragon, Intrepid’s Argentine tax
consultant.

The results of the economic analysis represents forward-looking information that are
subiect to & number of known and unknown risks, uncertainties and other facters that may
cause actual results to differ materially from those presented here.
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18.6.1

The results of the sconomic analysis represenis forward-locking information as defined
under Canadian securities law. The results depend on inputs that are subject te a number
of known and unknown risks, uncertainties and other factors that may cause actual results
fo differ materially from those presenied here. Factors that could cause such differences
include, but are not limited to: changes in commodity prices, costs and supply of materials
relevant to the mining industry, the actual extend of the mineral resources compared to
those that were estimated, aciual mining and metaliurgical recoveries that may be
achieved, technological change in the mining, processing and waste disposal, changes in
government and changes in regulations affecting the ability to permit and operate a mining
operation, forward-looking information in this analysis includes statements regarding future
mining and mineral processing plans, rates and amounis of metal production, tax and
royalty terms, smelter and refinery terms, the ability to finance the project, and metal price
forecast.

The date of this projected financial analysis commences on 1 January 2008, when pre-
production costs will initiate. The following year (1 January 2009} full scale mining, miiling
operations and gold and silver production are proposed to begin.

Financial Analysis Methodology

A discounted cash-flow analysis was used to review the Casposo Project. This method
requires projecting annuai cash inflows {(or revenues), and then subtracting annual cash
outflows such as operating costs, sustaining capital costs and taxes. The resulting net
annual cash flows are discounied back to the date of financial analysis at a chosen
discount rate, and totalled to determine the project’s net present value. For discounting
purposes, cash flow is accounted for at the end of each year.

An internal rate of return is calculated, equivalent to the rate of discount at which net
present value equals zero. The payback pericd is stated in terms of the number of years
from the production start date required o pay back the initial capital investment, excluding
sunk costs, based on the undiscounted cash flow.

For the purposes of the cash flow analyses, all pre-production costs occur in Year G (which
is taken to be the year prior to 1 January 2008). Full scale mining, milling operations and
goid and silver production will begin in Year 1 (January 2008 {o December 2008).
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18.6.2

Financial Model Parameters

Precious Metal Prices

The base case for economic analysis of the Project has assumed long-term prices of
US$500/0z for gold and US$8.50/0z of silver. These prices are significantly below the
prevailing markei price for both gold (US$630/0z} and silver (US$13.01/02), at 1 January
2007. The equivalent base-dated two year and three year trailing-average goid prices are
US$525/0z and US$488/0z respectively. Silver accounts for about 25% of total revenue in
the Project Cash Flow. The base case utilizes higher metal prices than these used in either
the resource estimation or reserve estimation and pit optimization (US$450/cz for gold and
US$7/oz for silver).

Projecting goid and silver prices involves complex issues other than straight supply and
demand, and as such, it was felt that selecting a gold price of US$500/0z for the base case
analysis was a reascnabie reference for the economic analysis in this study. A similar
argument was considered for the silver price. The base case project IRR determined in this
study is most sensitive to price.

Production Schedule

The production scheduie assumes 80% of full production (at full indirect cost) in the first
quarter, to allow for a ramp-up in production following commissioning, and 100% of
production thereafter.

Capital Costs and Development Expenses

Project capital costs are detailed in the cash flow maodel by type, in order that the proper
methods of tax and depreciation can be applied.

The Mining lnvestment Law in Argentina, Article 13, allows mining companies to choose an
accelerated depreciation regime for their investments in new projecis. This accelerated
regime considers twc categories of assets:

. Buildings, civil works, roads and infrastructure in general, with a depreciation
schedule of 80% during the first year of production and 20% the second and third
years.

. Eguipment and vehicles, with a depreciation schedule of one third during the first

three vears of production.
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One important consideration of the depreciation scheme aliowed by the Mining Investment
Law is that depreciation can only be deducted for tax purposes as long as there is taxable
income. If there is no taxable income in any pariicular year, depreciation can be carried
forward until the iast year of the assets’ life (in that year, remaining depreciation can be
deductad completely even though it causes the comgpany to have a fiscal loss).

Project non-depreciable expenses inciude the owner's costs (permitting, insurance and
legai costs), EPCM contract costs, and working capital. Working capital will be recovered
at the end of Project life.

Waorking capital assumes approximately two months of operating supplies costs.

Pre-production costs and expenses are detailed in the cash flow model by year. AMEC
developed the Owners costs and EPCM compeonent of the pre-production costs.
Exploration and development costs and expenses were provided by Intrepid and AMEC
has not verified these expenditures, or their classification. They are in reasonable
agreement with the amounts disclosed in the Intrepid Annual Financial Reports that AMEC
reviewed for the relevant periods for Caspose, and AMEC has accepted that the data can
be used in the base case analysis. The capital costs have been documented in Section
18.3, specifically in Table 18-7.

Operating Costs

Operating costs are detailed in the financial model by year. Operating costs are
documented in Section 18.4, specifically in Table 18-8 for the life-of-mine, and Table 18-6
for the annual operating costs.

Sustaining Capital

Bue o the relatively short Project life no susiaining cost are envisaged for the mill or
support facilities, and sustaining capital comprises only four mining items: initial Kamiia
underground mine development and associated support service infrastructure until the start
of underground production, addition of a power generator and electrical substation to
supgport the underground operation, and extension of the haul road o the Mercado pit.
There is no significant development required prior to ore production at Mercado and so this
cost was incorporated into the mining operating cost. The assumed sustaining capital costs
are included in Table 18-10.
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Table 18-10
Sustaining Costs, (USS$ x 000)

I¢e e Yrt Yr2 ¥Yr3 Yr 4 ¥r5 Total
Power {for underground) 8625 8625
Kamila UG Mine Mobillzation and Services 135.0 585 183.5
Kamila UG Mine Development * 10864 1,086.4
Mercado Haul Road 35.0 350
Total 2,083.9 58.5 35.0 2,187.4

USH 246,000 of this cost is power supplied 1o the underground mine by Intrepid during development.

Cost of Sales

The cost of sales used in the model are based upon terms as received in a budget
quotation communicaticn from Jcohnson Matthey (AMEC, 2007}, and include melting,
refining and freatment charges. The preliminary terms in the quotation may change before
the Intrepid reaches an agreement with a buyer.

The base transportation and insurance cost will be US$12,500 (transport with two trucks
with capacity of approx. 4.4 1) plus US$5.00/kg of doré sold.

In addition, Intrepid will have the following deductions/charges:

. Melting charge: Intrepid will be paid 99.5% of the contained gold and silver.
. Refining charge: a deduction of US$0.65/0z of gold would be applied.

. Treatment charge: a deduction of US$0.22/0z of goid and silver will be applied.

Royalties, Duties and Taxes

The royalties and taxes that the Project is and will be subject to are discussed in
Sections 4.2.7 and 4.2 .8 respectively.

Mine Closure Costs

These mine closure cost estimate basis is detalled in Section 18.5.3. Mine closure costs
have been estimated at US$890,000 and, for the cash flow analysis, have been assumed
fo occur in the year following the last year of the project.
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18.6.3

Salvage Value

The capital cost estimate for the process faciities and infrastructure in this Study assumes
the use of all new equipment. Typically equipment of this type will have a useful economic
life cycle of about 20 years and given the 5 year mine life of the Project it is reasonabls to
assume most will have a salvage value net of the cost of dismantlement and removal on
closure. AMEC estimated a salvage value of about US$4.5 M for the main capital
equipment ulilized in the Project, net of the cost of dismantlement, removal and taxes, a
residual salvage value of about 30% of the main eguipment.

Base Case Economic Analyses Results

The base case for economic analysis of the Project has an assumaed price of US$500/0z for
goid and US3$8.50/0z of silver.

As will be shown in the next section the Proiect IRR is most sensitive to revenue, or metal
prices. There are a number of factors reascnably supporting the argument the Project may
be able to take advantage of higher prices that have prevailed for the past three years.
These include its relatively short five year project life cycle, and planned implementation to
bring it info production relatively quickly, by April 2008, using a combination of open pit
production initially and established processing technology. Prier to making a preduction
decision, Inirepid may also elect to use financial options in its finanging strategy to realize
higher project precious metal prices than those used by AMEC in the Siudy base case
economic analysis.

The cash flows generated for the Project base case are shown graphically in Figure 18-7.
The time at which the cumulative cash flow line becomes positive represents the payback
pericd for the Project. In this case, it is approximately three years from the beginning of
production operations at the start of Year 1. Note that all cash flows are calculated at year
end {at the end of Year 0 the cash flow is a negative US$37.2 M).
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18.6.4

Figure 18-7
Annual and Cumulative Cash Flow US$ Projections (After Tax)
at Au US$500/0z and Ag US$8.50/0z
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The base case ecenomic indicators for the Project are shown in Table 18-11.

Table 18-11
Economic Indicators

Econamic Indicator After Tax
internal Rate of Retumn 14.8%
Total Cash Flow, undiscounted USg$22.2 6
Project NPV, 6% discourt’” US$10.836 M
Project NPV, 8% discount LIS 865 M
Project NPV, 10% discount USHS.219 M
Project Payback Period 3.1 years

{1} Net present value is at the start of Year 0 and assumes that all cash flow amounts oceur at the end of sach year of
the Project. Gold price is USS 500 per cunce, and siiver price is $8.50 per cunce.

Sensitivity Analyses

Sensitivity analyses were performed to the base case net cash flow to estimate the
sensitivity of the Project economics. To do this 30% positive and 20% negative variations
were independently applied te each of the following parameters:

. Revenue {changes in gold and silver metal prices, recovery and grades).

. Capital cost of the Project (inciuding working capital).
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. Operating casts (not including working capital}.

An increase in goid (or silver grades) and/or recovery will result in more gold (and silver)
produced, which will slightly raise operating costs. This was accounted for in the sensitivity
analysis for revenue, but the resulting effect is considered o be minor. The resuits of the
sensitivity analyses are presented in Table 18-12 and Figure 18-8. The economic indicator
chosen for sensitivity evaluation is the internal rate of return {IRR). This analysis
demonstrates that the Project is, as expected, most sensitive to revenue, and the use of
higher prices than the assumed base case price of US$500/0z for gold and US$8.50/0z of
silver will significantly increase the IRR achieved. it also indicates that the Project is likely
o stand up better to variation in development and cperating costs.

Table 18-12
IRR Sensitivity {After Tax}

% Base Case Revenue Operating Cost Capital Investment
80% -8.9% 25 0% 24.8%
85% -2 5% 22 5% 21.9%
90% 36% 200% 19.3%
S5% 9.3% 17 4% 16.9%
100% 14.8% 14.8% 14 8%
105% 20.0% 12.1% 12.8%
110% 251% 9.4% 16.9%
115% 30.0% £.5% 9.3%
120% 34.8% 37% T 1%
125% 39.5% 0.7% 8§.2%
130% 44.0% -2.3% 4 9%

Figure 18-8

IRR Sensitivity {After Tax} at US$500/0z Au and US$8.50/0z Ag
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Figure 18-9
Price Sensitivity — IRR
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Project Optimization

Two potential areas of potential project optimization opporiunities during the mine life were
noted:

Defer cpen pit siripping. It is possible about one Mt of Year 1 stripping couid be
deferred from Year 1 to Year 2, deffering about US$2 M in stripping costs. As a
result, some higher grade ore in Year 2 could alsc be mined in Year 1 increasing the
average grades mined during Year 1. For the purpose of this analysis AMEC
assumed the Year 1 and 2 grades will average out

Defer underground mine development. It is possible that underground development
could be deferred six months into Year 3. On this basis it was assumed the
underground mine could be mined at a higher rate and half the Year 3 underground
operating costs could be deferred to Year 4. Half the cost of the total underground
mine development cost (in sustaining capital) was also deferred from Year 2 fo
Year 3. It was also assumed the grades in Years 3 and 4 could be maintained.

QOverall the effect of these changes increased the IRR by about 0.8%.
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18.7

Used Ball Miil and Power Generators

Budget quetations were obtained for a new ball mill {and motor} and power generators of
about US$2.1 M and US$2.2 M respectively, and these equipment prices are included in
the capital cost estimate and investment in this financial analysis. However, the lead fimes
on delivering these items is too long to match the Project Scheduie which assumes suitable
used units will be procured. AMEC have done a preliminary survey to assess the
availability of suitable used equipment and have identified some potential units that will be
followed up during engineering. For the basis of this analysis and preliminary pricing
obtained for available used ball mills and generatars, it was assumed both these units could
be procured, reconditioned and delivered for about US3%0.8 M each, resuiling in a total
capital saving of about US%2.7 M. Overall, the effect of this reduction increased the IRR by
about 2.5%. It is possible that other used equipment wii also be procured, thereby fusther
enhancing this benefit.

Project Development Timeline

The overall Proiect capital program will take about 15 months from the scheduled project
approval date (coinciding with the issue of an environmental license certificate and finance
approvaly to complete the detailed engineering and construct the facilities to mechanical
completion when pre-operations can start. A four month basic engineering phase precedes
the start of detailed engineering and parallels the EiA approval process.

The Casposo Project will use competitive tendering and negofiation to obtain the best
quality material, equipment, and coniractors for a fair market value. Emphasis wii be
placed on using local Argentine {San Juan) labour, materials, and equipment wherever
reascnabie, provided it does not affect cast, schedule, or quality.

The key features and timeline for executing the Caspaso Proiect are to:

. Submit the EIA study and start a four month basic engineering phase within a month
of acceptance of the Feasibility Study.

. Optimize the Project open pit mine design and prepare, issue and award a mining
contractor bid package.

. Secure a used ball mill and power generation equipment.
. Conduct detailed site geotechnical investigations.
. Complete basic engineering of process and facilities.

. Seilect an EPCM contracior
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. Make a positive development decision (Project approval) within five months of ElA
submissicn and following EIA approval issue an environmental certificate and finance
approval.

. Award Project EPCM and start detailed enginsering {(and permitting process)
immediately after a positive development decision.

- Establish a comprehensive Proiect Implementaticn Plan and Procedures
Manual.

- Establish a contract plan and award principal contracts.
- Establish a practical and effective project cost control system.
- Establish an Environmental Protection Plan.

- Issue project documents and size construction materials in metric units. Use
the English language during the engineering and procurement stage with
Spanish translations as needed.

- Compiete procurement of eqguipment and material orders (initial focus on site
establishmeni requirements).

- Compglete project permitting process within three months of start of detailed
engineering {prior to site establishment).

- Complete detailed engineering within nine months.

. Construction site establishment and completion of permitting process within three
maonths of issue of environmental cerlificate (and start of detailed engineering).
- Comaly with the laws and regulations of the Government of Argentina.

- Maintain a high standard of workpiace safety to misnimise incidents and
accidents.

- Chbserve the requirements of Intrepid’'s Environmental Protection Pian.
- Minimize disruption {o local communities.

- Compiete mine development and construction and commission within
12 months of site establishment and 15 months from start of detailed
engineering.

- Recruit and irain operations staff within three months of start-up.

- Incorporate a three-month ramp up during start up te reach maximum
production levels. Production is planned to be 90% of maximum in the first
quarter.
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19.0 OTHER RELEVANT DATA AND INFORMATION

There are no other data or information available that are relevant to this section of the
report.
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20.0

INTERPRETATION AND CONCLUSIONS

The Casposo Project is located in northwestern Argentina in the San Juan Province,
depariment of Calingasta, and is approximately 150 kilemetres west of the city of San Juan.
The Project Site is located in a wide valley at the base of rugged terrain, characterized by
low mountains with steep slopes, and ravines associated with dry drainage systems. The
area is arid and coniains sparse vegetative cover of bushes and small frees. The soil is
sandy to gravelly with no continucus scil cover.

Qther than a gravel access road and a weather station no other infrastructure currently
exists on site.

The land tenure holdings for the Casposo Project cover a combined area of 35 km®, and
comprise a Mining Lease, five exploration Cateos and one Manifestacion.

The Casposo gold-silver mineralization is dated at 280 0.8Ma (K/Ar) and occurs in both
the rhyolite breccias and underlying andesite, where it is associated with banded guartz—
chalcedony veins. Mineralization is typical of low-to intermediate-sulphidation epithermal
systems. it is characterised by low Fe sphalerite+chalcopyritet+sulfosaits+pyrite, and is
typically sitver and base-metal rich. The opaque mineral assembiage includes translucent
(low Fe) sphalerite, chalcopyrite, pyrite, lead sulphide and selenide, several sulphosait
minerals, native metal alloys that range from silver-rich electrum to native silver, silver
selenide and suiphide and rare native arsenic.

Several additional targets and showings of similar style mineralization have been identified
by Intrepid on the project. Subsequent to additional exploration with positive results, these
targets may add fo the existing mineral resource and/or reserve base for the project and
increase the mine life. A further fifteen holes were drilled in the Kamila deposit after the
resource estimate deadline, targeting sirike exiensions to the defined mineralized
resources at Kamita. These new mineralized intercepts wilt be followed-up during a drii
program scheduled to commence in mid-2007.

In AMEC s opinion the geclogy of the Casposo Project and the controls on mineraiization
are well understood.

Exploration has been ongeing on the Project since 1983. Battle Mountain Gold
{1993-1999} completed 8,626 m of drilling in 46 holes on the Kamita and Mercadc zones.
Intrepid Mines Limited has held the property since 2003, and have, fo date, have
underiaken 165 holes {153 diamond holes and 12 RC holes) for 27,274 m.
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The database used to estimate the Mineral Resources at Casposoc has been verified by
AMEC and consists of samples and geological information from 130 diamond drill hales,
70 trenches and 5 pits. The database close-off date was 10 October 2008. A total of
15 diamend holes on the Kamila and Mercado zones were not included in the estimate as
assay resuits had not been received by that date. The remaining 10 drill holes were sited
into praspects away from the main Kamia-Mercado zone.

AMEC considers the database to be sufficiently robust for the Indicated and inferred
Mineral Resource estimation classifications that were assigned during the Feasibility Study.
However, AMEC has identified a number of issues with the database that could be
improved prior fo advancing fo a higher confidence level (Measured Resources} for the
estimate. These include: documentation of the trench and pilling programs; validity of
using leng channel sample lengths in rescurce estimation; drill hole recoverigs, including
grade versus recovery studies, documentation of collar survey methodologies; review of
the applicability of using drill holes that have acid-etch downhole surveys in resource
estimation; the drilling QA/QC review that identified analytical biases close to the
acceptable limits, and use of silver standards that are outside of the average grades
encountered to date within the deposits and prospects of the Project; and QA/QC review of
the surface (trench and pit) sampling.

Bulk density samples consisted of half core pieces, 10 ¢cm to 15 cm long, which were taken
from quariz veins and silicified breccias (47}, andesites {28) and rhyolites {18}, Bulk
density of quartz veins ranges within a relatively narrow dispersion interval, from 2.28 t/m®
to 2.72 ¥m?®, and similar trends can be observed for andesites and rhyoclites.

The geological interpretation was completed by Intrepid based on lithelogical, mineralogical
and alteration features logged in drill care, trenches and pits.

Infrepid defined five domain zones te represent the different veins systems at Kamila and
Mercado. Domains were defined based on litholegy, structure and grade boundaries. At
the Kamila zone, domains are referred to as Aztec vein, B vein, Inca vein and High Grade.
The High Grade {HG) domain was determined using drill hole intercepts that are above
10.00 g/t Au equivalent within the other demains to separate the high-grade population from
the lower grades. At Mercado only one domain is defined.

Intrepid used only one set of east-west oriented, 25 m spaced, vertical sections to interpret
and model Aztec, B and Inca veins. High-grade capping was applied to gold and silver
grades for all domains. Gold and silver grades are estimated using an inverse distance
cubed (153) methodclogy. The block model used blocks of 4 x 4 x 6 m dimensions.
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The infrepid Kamila Zone Mineral Resource mode! was developed using industry-accepted
geostatistical methods. AMEC wvalidated the model estimates and found them to
reasonably estimate grade and tonnage. The resource estimate is summarized at a 1.4 git
AuEg cut-off value, calculated by reference to the gold and silver ratios (77:1), gold price of
US$450/0z, process and G&A cost allocations (US$15.70/t and US$3.35/ respectively, and
assumed process recoveries (94% for Au, and 80% for Ag).

The resource estimate AuEqg equation does not take mining costs or dilution factors into
account.  Although this cut-of is not the mining breakeven value, since cosis vary
depending on the mining method used, AMEC considers this value acceptable for reporting
the mineral resources.

The mineralization at Casposo was classified inte Indicated, and Inferred Mineral
Resources, using logic consistent with the CIM Definition Standards referred to in
Ni 43 101, and is summarized in Table 20-1.

Table 20-1
Casposo Mineral Resources
{Effective Date 18 October 2008)

Tonnaes (M Az gt Aag git Au oz Ag oz Au Eg oz
Kamila 1.960 478 120.0 300,130 7,563 488 398 357
indicated Mercado 0225 1.82 819 13,148 591 898 28,835
Totai indicated 2.185 4.46 116.1 343,278 3,155,366 419,192
Kamila 213 214 861 9,088 362 383 13,706
ifarrad fercado 3.007 1.66 28.0 354 5,857 431
Totai Inferred 0.133 2.12 83.3 3.354 368,350 14,137

Mineral Reserves were defined for the project at an effective date of 30 March 2007, based
on separate underground and open pit operations. The Probable Reserves for the open pit
were calculated separately for the Kamila Main, Kamila SE and Mercado open pits.
Reserves incorporate considerations for gold and siiver prices (US$450 and US§7.00
respectively), recovery, mining, processing and G&A cosis, and dilution for open pit
reserves and stockpiles. Cpen pit reserves are shown in Table 20-2. The overall open pit
Probable Reserves are estimated o be 1.35 Mt at a grade of 5.14 g/t Au and 88 g/t Ag,
using a AuEq cut-off grade of 1.88 g/t AuEq.

The Kamila open pit consists of a large pi (Kamila Main Pit) and a small satellite pit lccated
100 m to the SE (Kamila SE pit}. The underground mine will be accessed by a decline and
exploited using a longhole open stoping mining method with sublevel retreat. The
underground mine has been designed with a temporary crown pillar below the open pit floor
and with the ramp portal and ventilation raise collar located beyond the perimeter of the
open pit such that both the open pit and the underground mines can be operated
concurrently.
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Table 20-2
Summary Open Pit Reserves at a 1.98 g/t AuEg Cut-off; Stockpiles at a 1.70 g/t AuEq
Cut-off (Effective Date 30 March, 2007)

Prohabie Reserve

Zone Tonnage AU-ID3 AG-1D3 AUEQ-1D3 Contained Matal

{t) Grade [gft} Grade {g]’t} Grade [gft} Au {02} Aﬁ {oz}  AuEq (oz)
Ore
Kamila Main Pit 1,103,513 566 947 685 200958 3359937 242,957
Kamia SE Pit 84 396 4.96 857 579 13,469 178,386 15,698
Mercado Pit 80,270 218 83.5 3.368 5647 241173 3,661
Total 1,268,179 5.4 92.7 6.56 220074 3,779,496 267,317
Stockpile
Kamila kiain Pit 74375 1.25 24 4 1.55 2,983 58,403 3,713
Kamia SE Pit 1.082 1.27 245 1.58 44 854 85
Mercado Pit 8,858 1.23 28.2 1.8 350 8,320 454
Total 84,315 1.25 24.9 1.56 3,377 67,577 4,222
Total Ore + Stockpile
Kamila Main Pit 1,177 888 539 983 651 203941 3,418,339 246 670
Kamia SE Pit BE 478 4.92 852 573 13,513 178,240 18,7684
Mercado Pit 88,128 2.08 87.1 318 5987 249 453 9,115
Total 1,352,484 5.44 88.5 6.24 223451 3,847,073 271,539

The production rate for the mine will be 365,000 t/a for a total five-year ming iife, with all
production for the first two years coming frem the Kamila open pits and underground ore
production starting in Year 3. The Mercado open pit will be mined in the final year of the
mine life due to its lower grade and since it is located fusther from the processing plant than
the Kamiia deposit. Mining will be undertaken using a contractor.

Underground Probable Reserves have only been estimated at the Kamila deposit, and are
shown in Table 20-3. Reserves alsc incorporate considerations for gold and silver prices,
recovery, mining, processing and G&A costs, and dilution for underground and remnant
areas. The underground Probable Reserves, including remnant material, are estimated to
be 0.43% Mt at a grade of 3.31 g/t Au, 182 g/t Ag at a cut-off grade of 3.5 g/t AuEq.

The process flowsheet selected to process Casposo ore will use conventional primary jaw
and secondary cone crushing, ball milling, gravity concentration for coarse gold and silver,
cyanide leach, Counter Current Decantation (CCD) and washing and dewatering of tails by
beit filtration. Gold and silver will be recovered by standard Merrill-Crowe {MC) zinc
precipitation and smelted tc produce doré bars. The leached tailings, following filtration to
recover precious metals, will be washed and rinsed on the same belt filter to remove
cyanide. The cyanide wash solution will be collected for the destruction of cyanide using
the conventional 30./air process. The detoxified solution is recycled fo the belt filter as
wash solution.
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Table 20-3
Underground Reserves Summary at a 3.50 g/t AuEq Cut-off
{Effective Date, 30 March 2007)

Reserve
Zone Tonnage AL-IG3 AG-1D3 AUEG-1D3 Contained Metal
it Grade {git} Grade {gt) Grade (g} Au {0z} Ag {oz} Aukg {oz)

Below Pit

2380 Sublevel 103,648 3.51 1671 5.59 11,880 558,685 18,839
2370 Sublavel 25210 556 3861 $0.38 4503 312 957 8415
2360 Sublavel 83,421 3.55 181.8 557 8,515 434,010 14,941
2350 Sublavel 33019 312 2845 8.80 3,308 312,636 7218
2340 Sublavel 38,769 4.41 1781 8.65 5,483 223 258 8284
2320 Sublavel 27,758 223 1574 418 1,988 142 468 3,742
2315 Sublavel 30,359 298 228.9 5.84 2,805 223 438 5,B88
2300 Sublavel 25102 1.54 178.2 377 1,245 143,844 3,043
2280 Sublavel 20,215 115 2130 381 748 138 448 2478
2258 Sublavel 17,650 0.9t 171.8 3.08 519 97 466 1737
Subtotal 405,151 3.22 198.3 570 41,903 2,583,241 74,193
Remants

2444 Remnant A 8,487 782 22.0 778 205 5,988 2,128
2426 Remnant B 3,188 413 5.8 4.84 425 5,851 498
2402 CP Remnant N 10,817 2463 1750 4.81 821 51,408 1,580
2402 CF Remnant § 11,040 377 1357 547 1,338 48,162 1,840
Subtotal 33,641 4.38 1123 578 4,736 121,426 6,253
Total 438,792 3.3 191.7 5.70 46,638 2,704,631 80,446

This will minimize the fresh water requirements for the process. Filtered tailings will be
frucked to a lined tailings management facility and stacked in compacied lifts.

The crushing plant and mill are designed o operate 365 days a year on two and three shifts
{of eight-hours) per day respectively, and process 365,000 t/a of ore. The nominal mill
flowsheet throughput of 46.3 t/h of are is based on processing 1,000 ¥/d and an assumed
piant availability of 80%. For the average life of mine head grades the overall gold and
silver recoveries are projected o be 93.7% and 80.6% respectively. Average production is
estimated tc be about 50,478 oz of gold and 1.1 Moz of silver or 68,483 oz of gold
equivalent annually.

The Casposo Mine Project will generate an estimated 10 Mt of waste rock and
approximately 1.8 Mt of tallings over its planned five-year operating life. About 2 Mt of the
mine wasie rock is currently planned for use in road construction, in-pit disposal and
underground backfill. On this basis the waste rock dump is designed for § Mt. The waste
rock dump will be located just southeast of the Kamila Open Pit, and will be developed in a
conventional manner, with haul trucks transporting and end-dumping the waste rock and
dozers spreading and configuring the material on the working platform.
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The Project will reguire the development of infrastructure to operate such as haul and
access roads around the site facilities, the open pit and underground mines, a process
plant, a waste rock dump, a tailings dump facility, administration and services (including
water and power supply and commusnications). The current gravel access road to the site
will be mainiained and upgraded as required for mine transport.

Environmentally no material impact issues have been identified in the baseiine studies for
the proposed Project development.

AMEC have estimated the capital cost to build the facilities described in this Study to first
goid pour to be US$E45.5 M, including working capital and 12% contingency. Not included
are estimated sustaining costs of US52.2 M, which are included direcily in the Project cash
flow. The life of mine Total Operating Costs, ingluding mining, processing, and general and
administration, are projected to be USS$47.34/ of ore milled, or US$248/0z of goid
equivalent and US$168/0z of gold net of silver credits.

The results of the economic analysis represents forward-looking information that are
subiect to & number of known and unknown risks, uncertainties and other facters that may
cause actual results to differ materially from those presented here.

Base goid and silver prices used in the financial analysis were different from those used to
estimate reserves, the base case gold and silver prices being US$560/02 and US$8.50/0z
respectively. Silver accounts for about 25% of total revenue in the Proiect cash flow.
Resulis of the base case financial analysis indicate that the Project has a potential after-tax
internal rate of return of 15% and net present value of US$10.8 M, at a discount rate of 6%.
The base case scenario has a projected payback period of approximately three years, and
is shown in Table 20-4. The financial analysis indicates the Project is more sensitive to
changes in metal price and grade than either capital or aperating costs and is slightly more
sensitive to operating costs than capital costs. The IRR rises to 33% if prices of US$800/0z
for gold and US%11.50/0z for silver are used.

Table 20-4
Economic Indicators

Economic Indicator After Tax
Internal Rate of Retum 14.8%
Total Cash Flow, undiscounted US5222 M
Project NPV, 6% discount™ LUS$10.836 M
Praoject NPV, 8% discount LIS§7.865 M
Praoject NPV, 10% discount LIS$5.219 M
Project Payback Period 3.1 years

{1} Net present value is at the start of Year 0 and assumes that all cash flow amounts oceur at the end of sach year of
the project.

Casposo Project — San Juan, Argentina
Technical Report on Feasibility Study
Project No. 150164 Paye 20-6

May 2007




21.0

211

21.2

RECOMMENDATIONS

Cpportunities and recommendations are summarized below.

Database

The database issues identified in Section 20 shouid be addressed so that the database is
sufficiently free from error so as to support higher-confidence categories of rescurce
estimate (Measured Resources).

Exploration and Mineral Resources

It is recommended search ellipses for grade estimation of Mercado are reviewed in future
rescurce model updates.

More drilling within the resource model limits could possibly reveal more continuous
mineralized zones and therefore additional resources.

Some continuous high-grade intervals (AuEq =10.00 g/t) were found outside of the
interpreted boundaries of the High Grade domain. This could cause some dilution since
high grades are not confined and adjacent low-grade infervals are used for estimating
grades at surrounding blocks. AMEC points te this problem as having locally the potential
for upside in grade estimates.

Geologicai interpretations show that a zone of gold-bearing stockwork veins occurs above
2400 m elevation, which have not been inciuded in the resource because of the difficulty to
interpret and correlate these veins. During cpen pit mining it may be possible to recover a
significant quantity of this material based on improved confidence from pit mapping and
samgpling.

Continue the Project exploration program fo identify additional mineralization that can be
driifed out to provide supplemental mii feed to the planned Casposo piant.

Future exploration programs should incorporate CIM best practice guidelines and a
thorough QA/QC program.
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21.3

Mining

Potential stockpile rock may become economically extractable at higher metal prices; the
mine plan includes a provision for stockpiling of low-grade rock below the current low grade
stockpile cut-off {1.55 g/t AuEqg). A cut-off grade of 1.30 g/t AuEq was established for this
potential stockpile based on metal prices of Au US$550/02 and Ag US%9.00/0z; slightly
higher than the base case pit design metal prices. The cost of mining and stockpiling of
about 130 kt of mineralization at a grade of 1.32 g/ AuEg has been included in the mine
pian. AMEC recommends that Intrepid separate the rock containing between 1 gt AuEq
and 1.3 g/t AuEg into a third stockpile in the event of even higher goid prices at the end of
the mine life.

There is potential for increased quantities of ore and low grade stockpile material over
those reported in the Feasibility Study. if metal prices at i#ime of mining are higher than
those assumed in the Feasibility Study {(Au US$450/0z and Ag US$7.00/0z) then the cut-off
grade for these two categories of rock will drop. This is significant for this Project singe
there is a substantial amount of lower-grade mineralization below the current cut off grades.
The resuit would be an increased Reserve.

The selection of the open pit underground boundary for the Kamila Main deposit was
derived using parameters developed in early stage estimates and trade-off studies. It is
recommended this interface be reviewed using the final pit parameters prior to initiating the
detailed pit design.

The cut-off grades used for the reserve estimation in the Feasibility Siudy were based on
assumed gold and silver base metal prices of US$450/0z and USS$7/oz respectively.
During the finalization of the Feasibility Study prevailing metal prices increased significantly
so the base case gold and silver metal prices used for the economic evaluation were raised
to US$500/0z and USS8.50/0z. Based on AMEC’s analysis, at these higher prices there is
potential for an increase in the reserves and it is recommended that during detailed design
the reserve estimate be reviewed and updated as required

Optimization of the open pit mining schadule could potentially result in the deferral of about
one Mt of waste stripping from Year 1 to Year 2 resulting in a deferral of about US$2 M in
siripping costs. Additionally, there is the potential t¢ advance the mining of some higher
grade ore from Year 2 to Year 1. These opporiunities should be evaluated during detail
mine design.

Optimization of the underground schedule could potentially result in the deferral of the
underground development by six months into Year 3. On this basis the underground mine
couid be mined at a higher rate and haif the Year 3 underground operating costs could be
deferred tc Year 4.
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Open Pit - the estimate of 1.0 m dilution on the grade contact was based on mining limits
defined by the block mode! grade interpretation supplemented with data from sampling of
biastholes. Since the mining boundary is defined by a grade cut-off and not geology a
comprehensive dilution contral program should be instifuted during operaticns comprising
good blasthole sampling practices, guick turnaround on assays, detailed geological
mapping, well planned ore biasting designs, detailed mark-up of ore biasts by the grade
conirol geclogists, and good digging practice by the excavator operater.  Failure to
impiement these practices could result in higher dilution than forecast.

Underground - some sloughing underground is inevitable and regular grade controi by the
geologist and at the face soriing of waste from ore wili be important to minimize dilution
from this source. Failure to do this could result in higher underground dilution than
forecast.

Pit wall failure - a final pit wall slope of 54° was used in the pit design based on the
recommendations of the gectechnical studies. However, there is the risk of a pit wall failure
if currently unidentified local weak rock conditions should occur. This risk is greatest on the
one high wall of the pit (west wall) which will have ultimate vertical height of 150 m. A pit
wall failure could result in production delays, increased siripping costs, damage or loss of
equipment and in the worst case injuries or fatalities. This risk can be largely mitigated by
regular ongeing gectechnical mapping, data cellection and analysis by trained personnel.

Underground stope wall failure - an open stoping mining method has been selected with
stope spans of 120 m long by 100 m high. Stope wall failure risks can be mitigated by
impiementing regular ongoing geotechnical mapping, data collection and analysis by
frained personnel.

Underground crown pillar - & detailed geotechnical evaluation will be required prior to the
final detailed design of the mining plan for this pillar.

Mining contractor - during operation, close supervision and monitoring of the contractor's
work will be required inciuding reguiar and open discussions on progress and geal setting.

Care should be exercised during the initial pit development with respect to potential rockfall
hazards to personne! and equipment on the Kamila pit outcrop siopes.

Process

Test work indicates no significant difference in gold and silver recovery with or without the
use of gravity recovery. However this circuit has been included in the design as AMEC’s
experience has shown that mineralization in intermediate sulphidation deposits that was not
demonstrated either statistically or economically in bench scale test work, does provide a
significant source of additional gold and silver credits when a gravity circuit is retrofitted.
This circuit could potentially be deferred for future instaliation.
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21.6

21.7

Infrastructure

Further pumping tests are recommended to confirm the fresh water source and the detailed
design of the well system.

Regional “Zonda” winds are year-round strong gusts of dry hot air.  Potential may exist to
supplement diesel power generation with wind power for some ancillary facilities. This
couid be investigated during engineering.

No power factor correction equipment has been considered. This should be reviewed for
potential operating cost savings during engineering when the final power facior is
established at the main 6.6 kV distribution.

Capital

The use of all new equipment is assumed in the capital estimate. The ball mill and power
generator plant account for about US$2 M and US$4 M of the US$45.7 M project capital
respectively. To expedite the Proiect Schedule it is currently assumed a used ball mill and
power plant will be purchased. AMEC has made preliminary enguiries cn the availability of
used ball milis and generators suiable for the Project. Specific prospects have been
identified and will be followed up early in 2007, A total potential capital reduction of about
USE3 M is indicated. |t is possible other used equipment will aiso be procured, thereby
fusther enhancing this benefit.

Operating Cost
Freight rates are regarded as high and oppoertunities should be investigated tc optimize this.

There is some risk of an escalation in wages and salaries with competition for labour and
materials developing with other mine development decisions recently announced iy San
Juan. It is recommended that these costs be monitored and if necessary, updated into the
financial model

One mining operation in Argentina is currently exempt from paying ITC tax on fuel and this
may be a cost optimization negotiation opporiunity.
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Glossary

The glossary definitions are sourced from the glossary maintained by the Canadian
“Northerrs Miner” publication group (www.northernminer.com/Tools/glossary.asp).

Aeromagnetic survey: A geophysical survey using a magnetometer on board or towed
behind an aircraft.

Alluvizm: Relatively recent deposits of sedimentary material laid down in river beds, flood
piains, lakes, or at the base of mountain slopes. (adj. alluvial)

AMD: Acid mine drainage, characterized by low pH, high sulphate, and high iron and other
metal species.

Amartization: The gradual and systematic writing-off of a balance in an account aver an
appropriate period.

Anfo: A free running explosive used in mine blasting made of 94% prilled aluminium nitrate
and 6% No. 3 fuei oll.

Anomaly: Any departure from the norm which may indicate the presence of mineralization
in underlying bedrock.
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ARD: Acid Rock Brainage. See AMD
Assay: To determine the amount of metal containad in an ore.

Channel sampie: A sampie composed of pieces of vein or mineral deposit that have been
cut out of a small trench or channel, usually about 10 cm wide and 2 cm deep

Comminution: Crushing and/or grinding of ore by impact and abrasion. Usually, the word
"erushing” is used for dry methods and "grinding” for wet methods. Alse, "crushing” usually
denotes reducing the size of coarse rock while "grinding” usually refers to the reduction of
the fine sizes.

Concentrate: The concenirate is the valuable product from mineral processing, as opposed
fo the tailing, which gontains the waste minerals. The concentrate represents a smaller
volume than the original ore.

Cordiilera: The continuous chain of mountain ranges on the western margins of North and
Scuth America.

Cut and Fill Stoping: If it is undesirable to leave broken ore in the stope during mining
operations (as in shrinkage stoping), the lower portion of the stope can be filled with waste
rock and/or mill tailings. In this case, ore is removed as soon as it has been broken from
overhead, and the stope filled with waste o within a few feet of the mining surface. This
method eliminates or reduces the waste disposal problem asscciated with mining as well as
preventing coilapse of the ground at the surface.

Cyanidation: The process of extracting gold and silver by leaching with cyanide {CN-).
Cyanide, usuaily added in the form of a salt {e.g.,, NaCN, KCN), dissolves gold by the
following reaction:

4AU + 8CN- + 02 + 2H20 = 4Au(CN)2- + 40H-

Cyclone (hydrocyclane): A classifying (or concentrating} separation maching into which
puip is fed so as to fake a circular path. Coarser and heavier fractions of solids report at
the apex of a leng cone while the finer particles overflow from the vortex.

Decline: A sloping underground epening for machine access from level to ievel or from the
surface. Also called a ramp.

Depreciation: The periodic, systematic charging to plant expenses, assets reflecting the
decline in economic potential of the asseis.

Development: Underground work carried out for the purpase of opening up a mineral
deposit.
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Diamond drill: A rotary type of rock drill that cuts a core of rock that is recovered in long
cylindrical sections, twe cm or more in diameter.

Dilution (mining): Rock that is, by necessity, removed along with the ore in the mining
process, subsequently lowering the grade of the ore.

Dare bar: The final saleable product of a gold mine, usuaily consisting of geld and sitver.

EM survey: A geophysical survey method which measures the electromagnetic properties
of rocks.

Epithermal deposit: A mineral deposit consisting of veins and replacement bedies, usually
in voicanic or sedimentary rocks, containing precicus metals, or rarely, base metals.

Extraciive metaliurgy: The processes of chemically separating the valuable metat from its
mineral matrix {ore or concentrate) to produce the pure metal. includes the disciplines of
hydrometallurgy and pyrometaliurgy.

Flowsheet: An illustration showing the step-by-step sequence of operations by which ore is
freated in a milling, smelting, or concentration process.

Footwall: The rock on the underside of a vein or ore structure.

Gangue: The fraction of ore rejected as tailing in a separating process. |t is usually the
valueless poriion, but may have some secendary commercial use.

Grab sample: A sample from a rock cufcrop that is assayed io determine if valuable
elements are contained in the rock. A grab sample is not intended te be representative of
the deposit, and usually the best-looking material is selected.

Grade: Percentage of a metal or mineral comgosition in an ore or processing product from
mineral processing.

Gravity separation: Exploitation of differences in the densities of particles to achieve
separation. Machines utilizing gravity separation include igs and shaking tablss.

Hangingwall: The rock on the upper side of a vein or ore deposit.
Heap leaching: A process whereby valuable metals, usually goid and silver, are ieached
from a heap or pad of crushed ore by leaching soluticns percolating down through the heap

and collected from a sloping, impermeable liner below the pad.

Induced polarization: A method of ground geophysical surveying employing an electrical
current to determine indications of mineralization.
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Metal complexes: An ion consisting of several atoms including at least one metal cation

Metallurgy: The science and art of extracting metals from their ores, refining them, and
preparing them for use. Mstallurgy consists of three major disciplines: mineral processing
metallurgy, exiractive metaliurgy, and physical metallurgy.

Mill: includes any ore mill, sampling works, concentration, and any crushing, grinding, or
screening plant used at, and in connection with, an excavation or mine.

Mine: An opening or excavation in the earth for the purpose of extracting minerals.

Mineral: A naturally occurring, solid, inorganic element or compound, with a definite
composition or range of compaositions, usually possessing a regular internal crystatiine
structure.

Mineral processing: Preparation of ores by physical methods. A subcategory of
metallurgy. Methods of mineral processing include comminution, classification, flotation,
gravity separation, eic.

Native metal: A natural deposit of a metallic element inn pure metallic form, not combined as
a mineral with other elements.

Open pit: A mine that is entirely on the surface. Also referred te as an open-cut or open-
cast mine.

Open Stope: in competent rock, it is possible to remove all of a moderate sized ore body,
resulting in an opening of considerable size. Such large, irregularly-shaped openings are
called stopes. The mining of large inclined ore bodies often requires leaving horizontal
pillars across the stope at intervals in order fo prevent coliapse of the walls.

Cre: A natural deposit in which a valuable metaliic element occurs in high enough
concentration te make mining economically feasible.

Qverburden: Material of any nature, consolidated or unconsclidated, that cverlies a deposit
of ore that is to be mined.

pH: The negative logarithm of the hydrogen ion concentration, in which pH = -lag [H+].
Neutral sclutions have pH values of 7, acidic solutions have pH values less than 7, and
alkaline soiutions have pH values greater than 7.

Prill..: - Small pieces of pure precious metal exiracted from assay samples. Usually
resembling a cone shape in appearance.

Reclamation: The restoration of a site after mining or exploration activity is completed.
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Refining: A high temperature process in which impure metal is reacted with flux to reduce
the impurities. The metal is collected in a molten layer and the impurities in a siag layer.
Refining results in the production of a marketable material.

Resistivity survey: A geophysical technigue used to measure the resistance of a rock
formation to an electric current.

Riparian: Pertaining to the bank of a natural watercourse.
Speil: Debris or waste material from a mine.
Stockpile: Broken ore heaped on the swface, pending treatment or shipment.

Stepe: An excavation in & mine, other than development workings, made for the purpose of
extracting cre.

Tailings: Residue from milling processes (e.q., flotation {ailings, gravity {ailings, leach
tailings, efc.).

Trunnionn: The part of a ball vaive which holds the ball on a fixed vertical axis and about
which the ball turns.

Vein: A mineralized zone having a more or less regular development in iength, width, and
depth to give it a tabular form.

Vezin: Name for a sampler or cutier which is a circuiar path cross-stream sampler for
primary or secondary sampling from a faling stream of slurry or free flowing solids.

Zone: An area of distinct mineratization.
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