IMPORTANT NOTICE

This report was prepared as a National Instrument 43-101 Technical Report for Compaaea
Minera Kuri Kullu S.A.) by AMEC E & C Services Inc. (AMEC) and Coffey Mining Pty Ltd
(Coffey Mining). The quality of information, conclusions, and estimates contained herein is
consistent with the level of effort involved in AMEC s services, based on: i) information
available at the time of preparation, ii) data supplied by outside sources, and iii) the
assumptions, conditions, and qualifications set forth in this report. This report is intended
for use by MKK subject to the terms and conditions of its contracts with AMEC and Coffey
Mining.  Except for the purposes legislated under Canadian provincial securities law, any
other uses of this report by any third party is at that party s sole risk.



Ollachea Gold Project

PA ra ‘ Puno Region, Peru
(upsigiaric de inera [RL LD NI43-101 Technical Report on a Pre-feasibility Study
CONTENTS
1.0 SUMIMANY ettt e e e e b e e s e e e sane e nan e e e nan e e e 1-10
1.1 Property, AcCess and PermitS.........ccooiiiiiiioiii e 1-10
1.2 Geology and Mineral RESOUICES........cooiuiiiiiiieiiie e 1-10
1.3 Mining and Mineral RESEIVES .......cocuiiiiiiiii e 1-12
1.4 Metallurgical Testwork and Process Design.........coocuiviiiiiiiieiiiiiiee e 1-14
1.5 Tailings DiSposal FaCHIY .......c.eeeiiiiiieiie e 1-15
1.6 Project Operating and Capital COSES .......ceiiiiiiiiieeiie e 1-15
1.6.1 Operating Cost ESIMAteS ......ueiiiiieeieeee e e 1-15
1.6.2  Capital Cost ESMAtES .....eoiiiiiiiieee e 1-16
1.7 FIinanCial ANAIYSIS.......ooo it 1-19
1.8 CONCIUSIONS ...ttt e et 1-22
1.9  Project Risks and OpportUNIties.........cooieieiiiieiiii e 1-22
1.9.1 RIS ..ttt 1-22
1.9.2  OPPOHUNILIES ...ttt e e e e e sbe e e saneeea 1-24
1.10  ReCOMMENTALIONS ...coiiiieiieiii et e e nnn s 1-25
P2 O R 1§ Yo [0 Tox 1o o PSR 2-1
2.1 Terms Of REfEIENCE. .. ..o e e e e e e e e e 2-2
2.2 QUAIFIEA PEISONS ....cuiiiieieeeeeeie ettt sttt e e te e sbe e e e e s seesnseenseesnneenseens 2-2
2.3  Site Visits and Scope of Personal INSPection ...........ccceviiieiiiic i 2-2
2.4 EffECHVE DAES ...eeiieiie i 2-3
2.5 Information Sources and REeferenCes ..........oooiiiiiiiiiiii i 2-3
2.6 Previous TechniCal REPOMS .......ooiiiiiiiiii e 2-4
3.0 Reliance 0N Other EXPErS....c..eii it 3-1
3.1 Exploration and Mining ConCesSION TENUIE........coouiiiiiiieiiee e 3-1
3.2 SUMACE RIGNES ... e e 3-1
1O TR B o= 11 111 oo PRSP 3-1
3.4  Social and Environmental IMPaCES ........oeeiiiieiiiieiiee e 3-2
4.0 Property Location and DeSCIIPHON .........coiiiiiiiiiiiiie et 4-1
4.1 Property and Title iN Peru ..o 4-3
4.2  EXPIOration CONCESSIONS. .....ciiiiiiiiiieiieee ettt 4-3
4.3 ProjeCt OWNEISHID .....ooiiiiiiiie et 4-5
4.4 SUfaCe RIGNES ..o e e 4-5
4.5 Agreements and ROYaIIES .........oooiiiiiiiiii e 4-5
G o = 11 11 TSP 4-6
A 01V (0 10 1Y o) PSRRI 4-6
4.8  COMMENE ON IEM 4 ..ottt e et e e ae e s e e e s e enseesneesneeenneea 4-7
5.0 Accessibility, Climate, Local Resources, Infrastructure and Physiography..................... 5-1
5.1 ACCESSIDINLY ... e 5-1
5.2 ClIMALE e e e 5-1
5.3 Local Resources and INfrastruCture ..........c.coooieiiiiiiiiiie e 5-2
5.4 PRYSIOQIapRY ... 5-3

Project No.: 166729 CG
August, 2011 TOCi ame



Ollachea Gold Project

PA ra ‘ Puno Region, Peru
(Supsigiarie do Minera [RL Lid) NI 43-101 Technical Report on a Pre-feasibility Study

55  Comment 0N EM 5. e 5-3

G O o 110 PP PRPOPPRR 6-1
7.0  Geological Setting and Mineralization ............cooiieiiir i 71
% B o (o) (=oAL C 1=To] (oo | SRR UPUORUPPTRRN 7-1
7.2 MINEraliZAtION ....oeeeieee e 7-3
8.0 DEPOSIE TYPES ...ttt 8-6
S O (o] (o =\ (o [OOSR UPPPOPRURI 9-1
8OO B 111 g TSRS 10-1
101 Drilling MeTNOAS.......ooiiieee e 10-1
L0 J~Z2 C 1Yo loTo [ [oz= N oo To Lo o FE SRR 10-1
10.3  COllAr SUIVEYS ...ttt e e est e e ae e e sne e e sbe e e sabeeesnneeennneas 10-1
10.4  DOWN-NOIE SUIVEYS ....ooiieiieiie ettt et et e e snneas 10-1
10.5 Geotechnical and Hydrological Drilling .........cccceeriiiiieiiieie e 10-2
10.5.1  GeotechniCal DrilliNg .......cceeiiiiieiee e 10-2
10.5.2 HydrogeologiCal Drilling .........c.eeeiiiiiiiei e 10-2
10.6  Metallurgical DIilliING ....ccoueeeiieeeiee e 10-2
10.7 Sample Length/True ThICKNESS ........eoiiiiiiiiieee s 10-3
11.0 Sample Preparation, Analyses and SECUIY ..........cccoiiiiiiiiiiiiee e 11-1
11,1 Sampling MEtNOGAS. ......couuiiiee e 11-1
11.2 Assay Sample Preparation and ANalySiS.........ccceeiieriiiieeniee e 11-1
11.2.1  Adequacy Of ProCEAUIES ........cooiiiiiiiiie e 11-2
11.3  Quality Assurance and Quality CONtIOL.........ccciiiiiiiieie e 11-3
11.4  Metallurgical SAmMPIING ......cooviiiiiii s 11-3
11,41 SaMPIE STOTAGE ... 11-3
11.4.2  First Metallurgical Sampling Program - 2009 ...........cccciiiiiiiieniieeee e 11-3
11.4.3 Second Metallurgical Sampling Program - 2010.........ccoooiiiiiiiniieniieeee e 11-6
11.4.4 Third Metallurgical Sampling Program 2011 ......oooiiiiiieee e 11-9
11.5 Density Determinations .........c..ooi oo 11-9
11.6  DAl@DASES ....eeeeiiiiiiii e 11-9

L A 1= o1 U ) SR 11-10
12.0  Data VerifiCatioN......coo e 12-1
12.1  Independent VerifiCation .........ooouii i 12-1
12,2 QA/JQC ... 12-1
12.2.1  MKK Standards and BIankKs............cooeiiiiiiiie e 12-1
12.2.2  MKK DUPICALES ...ttt 12-2
12.83  SCrEEN FIrE ASSAY ....ueeiieiii ettt et e e 12-4
12.4  Adequacy Of PrOCEAUIES ........ooiiiii ittt 12-5
125 Comments ON EM 12 ... e e e 12-5
13.0 Mineral Processing and Metallurgical TeSting........c.uuviiiiiiiiiiiieieeeeee e 13-1
13.1  Kappes Cassiday Program ... s 13-1
13.1.1  ComminULON TEST WOIK .....eiiiiiiiii e e 13-2
13.1.2  HEAd ANAIYSES ...t 13-2
13.1.3  Agitated Leach TeSt WOIK ........ooiiiiiiiee et 13-2
13.1.4  MagnetiC SeParatioN .......cceii i 13-3
13.1.5  Gravity ConCeNIatioN .......eeiiiiieiiei e 13-3
13.1.6  FlOTatiON. ... 13-3
13.1.7 Bottle ROl LeaCh TeSIS ... 13-4

Project No.: 166729 CG
August, 2011 TOG i ame



Ollachea Gold Project

PA ra ‘ Puno Region, Peru
(Supsigiarie do Minera [RL Lid) NI 43-101 Technical Report on a Pre-feasibility Study
13.1.8  Leach CharaCteriStiCs ......cueiiuiiiiiiie ettt 13-4
13.1.9  Multi-stage FIOWSNEEL ..........ooiiiiie e 13-6
13.2 Ammtec Test work Program  Part A. ... 13-7
13.2.1  Bond Ball Mill WOTIK INA@X.....c.ceiiiiiiiiiiieciie e 13-7
13.2.2 Testwork on OL04-A Composite (EX KCA).....ooi e 13-7
13.2.3  LeNS COMPOSITES ...eeeiiiiiiiiie ettt 13-8
13.2.4 Cyanidation Flowsheet Development ..o 13-10
13.2.5  FIration TeSES...coiiie e 13-11
13.2.6 Diagnostic Analyses of Select Leach Residues..........ccccceeeeiiierieiiiiee e 13-11
13.3 Ammtec Test work Program  Part B. ... 13-12
13.3.1  Variability ..o 13-12
13.3.2  Adjusting Leach Conditions .........ccoeiiiieiiiiiiie e 13-13
13.4  OUOTEC TEST WOTK ... e 13-18
13.5 Recovery EStMAaLESs .......c.ooiiiiiee e 13-18
14.0 Mineral Resource EStmMates........ooiiiiiiiiiiii e 14-1
14.1  Basis Of ESMAL....ccuiiiiiiiee s 14-1
14.2  GeologiCal MOEIS .......ooiiiieie e e 14-1
14.2.1  MiINEraliZeEd ZONES.......oooo ittt 14-1
14.2.2  OXidAtioN DIVISIONS ....ueeiiiiiiiiiiie ittt s sbe e sanee e 14-2
14.2.3  SaMPIE FIagging ... .eeooeee ettt 14-3
14.3 Treatment of Missing / AbSent SAMPIES .......coeiiiieiiii e 14-3
14.4  Exploratory Data ANalySiS ........eeiiiiuiiiiiiiiee e 14-3
14.41 Summary Statistics Raw Data ........cccoevieiiiiie e 14-3
14.4.2 Summary Statistics Composite Data..........cccoeeiiiiiiic e 14-3
14.5  Density ASSIGNMENT.....coiiiiiiiiie et 14-4
14.6 Grade Capping/Outlier REStHCHONS ........ceiiiiieiiii e 14-5
L A 0011 ¢ o To 111 (= ST PPR 14-6
R Y = Lo Yo =T o] VPSPPI 14-6
14.9  BlOCK MOGEL ... e e e nnn s 14-7
1410  Block Model Validation .......cooeeiiieiiee et e e e e 14-9
14.10.1 Volumetric Validation ...........oeeoieiiii e 14-9
14.10.2  Block Model Comparison against Drill Data ............cccceeiiiiiiiiiciciicceccieee 14-9
14.11  Classification of Mineral RESOUICES ..........ccoiiiiiiiiiiiiee e 14-10
14.12  Reasonable Prospects of Economic EXtraction..........cccccceviieiiiieiiiieeniee e 14-12
14.13  Mineral Resource Statement ..........ooiiiiiiiiii e 14-12
15.0 Mineral Reserve EStMates .......c.ooo i 15-1
15.1  Geological Design INFIUBNCES .......ccouiiiiiiieiiie s 15-1
15.2  CUL-OFf GIrade...co ettt 15-1
15.3  MINING LIMIES ...eeiiiiiiie it e s e e e nnn s 15-1
15.4  MINEIal RESEIVE ...t e e e e e e e e e e e e e e anreneeeaeas 15-3
16.0  MINING MELNOAS ... e 16-6
16.1  Sublevel Open Stoping With Fill ..........ooriiii e 16-7
16.2  Mine DeSIgN PrOCESS .....ueiiiiiieeee e 16-7
16.3  FiNal MING LAYO UL ... .eeiiiiiiiie et 16-8
L R o Yo [oToT=To] (o] | AP SOTRUPP 16-9
16.5  GEOECNNICAL ... e e 16-10
16.5.1  ROCKMass CONAItIONS .......eiiiiiieiiiieiiie et 16-10

Project No.: 166729 CG
August, 2011 TOC iii ame



Ollachea Gold Project

PA o ‘ Puno Region, Peru
(Subsiataria de Winera [RL L) NI 43-101 Technical Report on a Pre-feasibility Study
16.5.2  Stable SPan ANAIYSIS ....cooueiiiieieeie e e 16-11
16.5.3  Mine DeVeIOPMENT ......eeiiiiiiie e 16-12
16.6  Mine Development DESIgN .......ueii i 16-12
16.7  Mine Production DeSIGN .........eeiiiiiiiiieiieiece e 16-14
16.8  Materials Handling........oocueiiiiiiie e e 16-16
16.9  BACKIFI .. 16-16
L I V=T o (] = 1o J o PSSR 16-19
16.10.1 Primary Ventilation ...........ooo e 16-19
16.10.2  Secondary Ventilation ..o 16-20
16.11  Sequence and SChEAUIE ...........ooiiiiiii e e 16-22
16.11.1 Mine DeVEIOPMENL ......eiiiiiiiiee et 16-22
16.12  MiINE ProdUCHION........eeiiiiiiei et e e e e e e e e e e e e e e e nnneees 16-24
16.13  Mine PhySiCalsS SUMMAIY ......c..oeeiiieeiiee et 16-26
16.14  Mine EQUIPIMENT......oiiiiiee et 16-28
16.15  Organisation and STrUCIUIE .........c.eoi i 16-30
16.16  Underground Infrastructure and ServiCes ..........cccverieeriiee e 16-30
17.0  ReCOVEIY METhOGS ..o e e 17-1
L% B = U D T= T o Lo W O ) U= - OO SPPR 17-1
17.2  Plant DeSIgN ..o 17-1
17.2.1  CIUSRING ..ttt et et e e sb e e sbe e e sabe e e sabe e e nnneeen 17-1
17.2.2  Grinding/Gravity Intensive Leaching (GIL) ......ccoooeiiieriiiniiee e 17-1
17.2.3  Carbonin LeACK (CIL)....oiiuiiiiieieeieeiie e 17-2
17.2.4  Carbon Wash and Stripping.......ccceeeereerieerierieeree e 17-4
17.2.5  Carbon Reactivation ...........ooiiiiiiee e 17-6
17.2.6  Electrowinning and RefiniNg .........ccooiiiiiiiiiii e 17-6
17.2.7 Tailings Handling and Cyanide Destruction ..........ccccceriiiiiiiiiiec e 17-7
17.2.8 Reagents Handling and Preparation ... 17-7
17.2.9  Water Treatment CirCUIL.........c.eiiiiiiiie e 17-8
17.210  Compressed Air CirCUIL ........uieiieieiie e 17-8
17.3  CommENt ON EM 17 ... et e e e e e e e ene e e e e nnnneeas 17-8
18.0  ProjecCt INfrastrUCTUIE........ooi it 18-1
18.1 R0adS @nd LOGISHICS ....ceiuriiiiiiiiiie ettt 18-1
18.2 Waste Storage FaCilities ........cooeiiiiiiiieeee e 18-1
18.2.1  Waste DUmMp Design Criteria .......ceviiuiiiiiiieiie e 18-1
18.2.2 Waste Dump and Stockpile DesSign........cceeiiiiiiiiiiiiee e 18-2
18.3 Tailings Storage FaCilities ........couei i 18-3
18.3.1 Tailings Management Background .............ccoeeiiiiiiiiiiiiiee e 18-4
18.3.2  TSF DeSigN COMNCEPLS ..eeiiuiiieiieie ittt ettt e e snee e 18-5
18.3.3 Pre-feasibility TSF Design Criteria .......covoueiiiiiiiiie e 18-8
18.3.4 Design and Operational COMPONENLS .......coeiiiiiiiiriiiie e 18-9
18.3.5  Foundation Preparation ...t 18-9
18.3.6  Foundation UNderdrains ...........cooceiiiiiiiiiie et 18-9
18.3.7  LINEI SYSIEIM ... 18-10
18.3.8  TOE BULIESS ...t 18-10
18.3.9  Tailings TranSPOM .......ceiiiiieeee e e 18-10
18.3.10  Tailings PlacemeEnt .......cueiiiiiiiee et 18-10
18.3.11 Progressive Slope Reclamation..........cooeiiiiiiiiieee e 18-11

Project No.: 166729 CG
August, 2011 TOC iv ame



Ollachea Gold Project

R’A o ‘ Puno Region, Peru
(Subsiataria de Winera [RL L) NI 43-101 Technical Report on a Pre-feasibility Study
18.3.12  Surface Water Management ..........coooiuii i 18-12
18.3.13  Management of TSF Effluent .........cccooiiiiiii e 18-12
18.3.14  TSF Stability Evaluation..........cceeeiiiei e 18-12
18.4  Water ManagemMeNt.......cueiiiiii ittt 18-14
18.5 Camps and ACCOMMOTALION........ciiiiiiiiiieeiee e 18-14
18.6  Power and EICHIICAl ........oooiiiie e 18-14
187 FUBL et 18-14
18.8  WaAter SUPPIY -t 18-14
19.0  MaArKet STUIES ... e e e ane e 19-1
20.0 Environmental Studies, Permitting and Social or Community Impact ..........cccccceeeneee. 20-1
20.1  BaSElING StUGIES....cccccueiee ittt e e e e e e e e e e e e e e e snre e e e ennraeeeeans 20-1
20.1.1  PhySiCal BaSEliNe .......ccoouuiiiiiiiiiee e 20-1
20.1.2 BiologiCal BaSEliNe.....ccooueiiiiiiiiie s 20-1
20.1.3  Anthropological Baseling ...........c.oooiiiiiiiiiie e 20-2
20.1.4  SoCioeconOMIC DESCHPLION ....cciiiiiiiiiieiee et 20-2
20.2 Current Environmental Liabilities ...........ooiiiiiiiiiiie e 20-3
20.3  ClOSUIE Plam ..ttt st ne e nane e 20-4
20.4  PEIMUIELING ...ereeeeiiieieeeii ettt e et e e e e e e st e e e e e e nnn e e e e annn e e e e eanrreeeen 20-4
20.5 Considerations of Social and Community IMpPacts..........cccceeiiiiiieniiei e 20-5
20.6 CommeNt 0N M 20 ... ..ci it e ne e sane e 20-5
21.0 Capital and Operating COSES. .....cciiiiiiiieiie e e e 21-1
21.1  Capital CoSt ESHMAIES ......cciieiieiiiiiieeie e 21-1
21.1.1  Basis of ESMALE .......eeiiiiiiieee e 21-1
21.1.2  Indirect CoNnStruCtioN COSES......cccuiiiiiiiiiiie et 21-8
21.1.3  OWNEI S COSES ottt st 21-9
21.1.4 Contingency and ESCalation ..........oooiiiiiiiiiiii e 21-10
21.1.5 Project Capital COSt SUMMANY .....ccoiiiiiiiiiie e 21-11
21.1.6  Sustaining Capital COSES.......uiiiiiiiiiie e 21-12
21.1.7  Capital Cost SChEAUIE ......cooeiiiieie e 21-12
21.2 Operating Cost ESHMALES ......ccuuiiiiiiiiiieee e e 21-14
21.2.1  Mine Operating COSt......cuiiiieiieeiee ettt 21-14
21.2.2  Plant Operating CoSt.....c..ui i 21-17
21.3  G&A GOS8t ittt 21-21
21.4  Operating CoSt SUMMAIY .......ccuiiiiiiiiiie et 21-23
21.4.1  Operations Staffing LiSt .......c.coeiiiiiiieie e 21-23
21.4.2 Consolidated Operating Cost Schedule ..o 21-23
22.0 ECONOMIC ANAIYSIS ... .oeiiiiiiiiieeee e e e 22-1
22.1  Valuation MethodolOgy.......cueiieiiiee e 22-1
22.2  ASSUMPTIONS ..ottt ettt e e e e e e st e e e e e nne e e e e anne e e e e snrneeeen 22-1
22.2.1  Mineral Resource, Mineral Reserve and Mine Life......ccccooovviiiiiiiiieiieeeeeeeeeen, 22-2
22.2.2 Metallurgical RECOVEIIES........oiiiiiiiiei e 22-2
22.2.3 Smelting and Refining TEIMS .......coiiiiiiiiee e 22-3
2224  MEtal PrICES ...oeiieie e 22-3
22.2.5  0peratiNng COSES ....eiiiii et 22-3
22.2.6  CAPItal COSES...coiiueiiiiie et 22-3
22.2.7  BROYAKRIES. ..o 22-3
22.2.8 Workers Profit PartiCipation ...........oocueeeoiiiiiiee e 22-4

Project No.: 166729 CG
August, 2011 TOCv ame



Ollachea Gold Project

PA o ‘ Puno Region, Peru
(Subsiataria de Winera [RL L) NI 43-101 Technical Report on a Pre-feasibility Study
P B 1= - T T 22-4
22.2.10  Closure Costs and Salvage Value ..........cceeiiieiiiiiiiieee e 22-4
22.2.11 T 0= g o T oo PRSI 22-4
22.2.12  INFIAHION ceei e e 22-4
22.3  ProjeCt Cash FIOW ......ouiiiiiie e 22-4
22.4  FIiNanCIal RESUILS ......ooiiiiiiiii et 22-7
22.5  SenSitiVIty ANAIYSIS ....coouiiiiiii e 22-8
P2 B Vo | = Tot=T o | g o] o= ¢ = T TSP 23-1
24.0 Other Relevant Data and INfOrmation............oceoiii i 24-1
25.0 Interpretation @and CONCIUSIONS .......coiiiiiiiiiieiee e 25-1
25.1  CONCIUSIONS ..ottt e ettt ettt e e ettt e e e et e e et e e e et e e e e saaeeeeeeesseeeeeesseeaeeansseeeesasseneenans 25-1
P24 T8 O TR 1Yo (o o VSR 25-1
P2t T 2 |V 1o o USSR 25-2
25.1.3 Metallurgy and Mineral ProCESSING ......ccueveruriiiieeiiiee ittt 25-3
25.1.4  INfraSIrUCTUIE ....ooeiee i 25-3
25.1.5 Operating and Capital Cost EStimates ..........ccooceviiiiiiiiiiieeeeeee e 25-4
25.1.6  Financial ANAIYSIS .......oooiuiiiiiieeiiee e e 25-5
25.2 Risks and OPPOrtUNITIES .......eiiieiiiiiie ettt 25-5
P2 2 T o 1= 1< 25-5
P2 T @ o) oo Y (N 11 (=T SRR 25-7
26.0 ReCOMMENAALIONS ....ciiieiiiiciieeeee et e e e e e s e e e e e s e e e e e e e e s eesenssraeeeeaaeeeaennnrens 26-1
26.1 Considerations for the Feasibility Study Work Program.........c.cccoeiiiiiiiniincniee 26-1
26.1.1  GEOECNNICAL ... e 26-1
26.1.2  HYArOQgEOIOY ... 26-1
P2 T IR B 1=To (o o VTSP PPRPPPR 26-2
P2 T R S |V 110 T oo SO OPRRPPR 26-2
26.1.5  MEAlIUIGY .o 26-3
26.1.6  Mineral ProCess DeSign ...t 26-4
26.1.7  INFrASITUCTUIE ..o e 26-4
26.1.8  ENQINEEIING ...t 26-5
26.2 Feasibility Work Program and Budget ..........ccceeieiiieiiie e 26-5
27.0  REIEIEINCES ...ttt 27-1
TABLES
Table 1-1: Mineral Resources for the Ollachea Project ..........cooo oo 1-12
Table 1-2: Ollachea PFS Mine Production Plan.............iiiiiiiiiiiiii e e e 1-14
Table 1-3: Consolidated Estimated Operating CoStS.......cuuuuuiiiiiiiieieiiee e 1-17
Table 1-4: Life of Mine Capital COSt SUMMAIY ......cciiiiiiiiiiiiiir e 1-18
Table 1-5: Summary of Ollachea Financial RESUIS ............uuiiiiiiiiiii e 1-20
Table 1-6: LOM Unit Cost of Production per Ounce of Payable Gold .............ccoviviiiiiiiiiiiiiiiiieeeee, 1-22
Table 4-1: OllaChEa CONCESSIONS ......iiiiiiieiiiiei ettt e ettt e e e e e e e eeenb e e e eeeeeeens 4-4
Table 10-1: Hydrogeological Drill Hole LOCALIONS ........cccoviiiiiiiiiieeiieieii e 10-2
Table 11-1: Metallurgical Sampling Composites from the Second Campaign ..........coooeeeiieeiiiiinnneenn. 11-8
Table 12-1: Screen Fire Assay RESUILS........coouuiiiiiii e 12-4
Table 13-1: Summary Extractions by Stage.........uoi oo 13-6

Project No.: 166729 CG
August, 2011 TOC vi ame



7

Table 13-2:
Table 13-3:
Table 13-4:

(Subsidiaria de Minera IRL Ltd)

Ollachea Gold Project
Puno Region, Peru
NI 43-101 Technical Report on a Pre-feasibility Study

Summary Lens Composite Grind Sensitivity to Whole-of-Ore CIL..........ccceiiiiiiiiiiiiinnnnnn. 13-9
Diagnostic Leach RESUILS .......coeuuiiiiii et 13-11
Variability CIL RESUIES ... e e e e e 13-13

Table 13-5: Composite #27 Leach Variables (Pgg 75UM) ...cooiiuiiiiiiiiieeee e 13-16
Table 14-1: Summary Statistics of Raw Gold ASSays by ZONne ........ccevvvoiiiiiiiiiiiiiie e 14-3
Table 14-2: Summary Statistics of 2 m Gold Assay Composites by Zone..........c..evcevviiieiiiiiiiiiinnnnenn. 14-4
Table 14-3: Summary Statistics of Density Determinations by Zone ..., 14-4
Table 14-4: Cut and Un-cut Composite StatiStiCs .......ccoviiiiiniiii e 14-6
Table 14-5: Interpolation Parameters ...........uu i e e e eeaaas 14-7
Table 14-6: OULEr RESTHCON ....uu i e e e e e e et e e e e e e e aaa e e eennas 14-8
Table 14-7: Mineral Resource Confidence Criteria and ASSESSMENt .......ccveeiiiiiiiiiiiiiee e 14-11
Table 14-8: Mineral Resources for the Ollachea Project .........cooooiiiiiiiiiiiii e 14-12
Table 15-1: Break Even Grade EStimate..........ccoouuiiiiiiiiiiiiii e 15-1
Table 15-2: Mineral Reserve Estimate (June 26, 2011) ...cooeieeiiiiiiii e 15-3
Table 15-3: Input Parameters used for the Mineral Reserve Estimate (June 26, 2011) .........ccceeeee. 15-4
Table 15-4: Mineral Reserve Estimate Sources of Supporting Information (June 26, 2011)................ 15-5
Table 16-1: Supported Stope Dimensions for Ollachea Deposit .........ccevuiveiiiiiiieiiiiiieeeeiei e 16-11
Table 16-2: Lateral Development Design Parameters......... oo iiiiiiiiiiiiiieeececeeii e 16-13
Table 16-3: Vertical Development Design Parameters...... ... 16-14
Table 16-4: StOPe DESIGN SIZE ...ooeiieiiii et e e e e 16-14
Table 16-5: Pastefill MiX DESIGN ... .ot e et e e et e e enea e eees 16-18
Table 16-6: Primary Ventilation MleStONES .......coouuni i 16-19
Table 16-7: Jumbo Development Advance Rates..........couuueiiiiiiiiiiiiiie e 16-22
Table 16-8: Vertical Development Advance Rates.........couuveiiiiiiiiiiiiii e 16-23
Table 16-9: Stope Production RAtES........coeeueiiiiiiiie et 16-25
Table 16-10: Mining Physicals SUMMAIY ......c..uuiiiiii e 16-27
Table 16-11: Primary and Secondary Underground EQUIPMENt ......couuueiiiiiiiiiiiiiiie e 16-28
Table 16-12: LOM Mobile Equipment Schedule ...........couuuueiiiiiiii e 16-29
Table 18-1: Stockpile and Waste Dump Design VOIUMES ........coooiiiiiiiiiiiiiieeeeeeii e 18-3
Table 18-2: TSF Design Criteria for Pre-feasibility Study ... 18-8
Table 18-3: Material Parameters Used in Stability AnalySes .........ccouuvueiiiiiiiiiiiiiiiie e 18-13
Table 21-1: Underground Mining Labour COSES........oooviiiiiiiiiii e 21-2
Table 21-2: Proportion of Estimate Types by Value of Estimate ............ccoovviiiiiii 21-3
Table 21-3: Construction COSt SUMMANY ......ooiiiiiii e 21-7
Table 21-4: Tailings Storage Facility Capital Cost EsStimate ... 21-8
Table 21-5: Indirect Construction Cost FACIOrS .......cooiiiiiiii e 21-9
= (o2 B T O A1 oo O 00 1= £ N 21-10
Table 21-7: Capital Cost Estimate for the Ollachea Gold Project...........cooiviiiiiiiiiiiiii e, 21-11
Table 21-8: Consolidated Capital Cost Schedule ..o 21-13
Table 21-9: Plant Operating CoOSES ... iiiiiiiiiiiiiii e e e e e e e e e e e 21-19
Table 21-10: TSF Operating CoSt SUMMANY ........oiiiiiiiiiiiiiies e 21-21
Table 21-11: General and AdmInNIStrative COSES ........cooviiiimiiiiiee e 21-22
Table 21-12: Operations Staffing LISt .......cooeeriimiiii e 21-24
Table 21-13: Staffing SUMMAIY........u e 21-24
Table 21-14: Life of Mine Operating CoSt SUMMAIY ......ccuuuuiiiiiiiiiiiiiiie e 21-25
Table 22-1: Ollachea PFS Cash Flow Model SUMMArY .........oiiiiiiiiiiiii e 22-6
Table 22-2: Summary of Ollachea Financial RESUIS .........cccuuuiiiiiiiii i 22-7

Project No.: 166729

August, 2011

amec”



Ollachea Gold Project

R’A o ‘ Puno Region, Peru
(Subsiataria de Winera [RL L) NI 43-101 Technical Report on a Pre-feasibility Study
Table 22-3: LOM Unit Cost of Production per Ounce of Payable Gold.............coouuiiiiiiiiiiiiiiiii e, 22-7
FIGURES
Figure 1-1: NPV @ 7% Sensitivity ANAIYSIS .......ccooiiiiiiiiii e 1-21
Figure 1-2: IRR Sensitivity ANIYSIS......ccoiiuiieiiiie et e e e e e eeeeeeees 1-21
Figure 2-1: Ollachea Project LOCALION. ......ccuuuuui ettt eeaeeeees 2-1
Figure 4-1: Ollachea Project Location and ACCESS .....couuuuuiiiiiiiiiiiiiiie et aaeeeeees 4-1
Figure 4-2: Ollachea Exploration ConcesSioNn Map ......c.uuuiiii i e e eeeees 4-4
Figure 5-1: View of Minapampa (Left) and the Proposed Plant Site Location at Challuno (Right) .......... 5-3
Figure 6-1: Artisanal Mine Workings at Minapampa - October, 2010.........ccovveiiiiiiieeeeeeeeeiee e 6-2
Figure 7-1: Regional Geology of the Ollachea Project ............ooovvimiiiiiiiiiii e 7-1
Figure 7-2: Schematic Cross Section of the Ollachea Deposit..........cccuuiiiiiiiiiiiiiiiiiii e 7-2
Figure 7-3: Structural Interpretation of Minapampa and Minapampa East Zones ...........ccccvveeiiieeeeienens 7-4
Figure 10-1: Plan View Exploration Drill Hole Location Map ............euiiiiieiiiiiiiiiiieeeeceeeii e 10-2
Figure 10-2: Representative Sectional View - Exploration Drill HoleS..........c.cuuviiiiiiiiiiiiiiieees 10-3
Figure 10-3: Drill Hole LOCAtION MaAP ....coeiiiiiiiiie ettt e e e ee e e e e e e eeeees 10-4
Table 10-4: Drilling and Sampling Campaigns at Ollachea...........ccooeuuiiiiiiiiiiiiii e 10-5
Figure 11-1: Relative Composite Locations and Intervals................ooiiiiiiiiiii e, 11-5
Figure 11-2: DDHO09-45 Intervals and Lens ASSOCIAtIONS ........ccuuuiiiiiiiiiiiiiii e 11-7
Figure 13-1: Gold Leaching BENaVIOUN ...........iii i e e e eeeeeeeees 13-6
Figure 13-2: Effects of Carbon Population and Kerosene DOSE ............ocovvviiiiiiiiiiiciiieeiiiee e 13-17
Figure 13-3: Effects of Leach Temperature and Carbon Population...............ueeiiiieiiiiiiiiiiiieeeeceeenns 13-17
Figure 14-1: Cross Section of Geological Model 339,200 ME .........coiiiiiiiiiiiiiii e 14-2
Figure 14-2: Three Dimensional View of Mineralized Blocks with respect to Property Boundaries ...... 14-9
Figure 15-1: Ounces per 15m Vertical Step (Indicated Category Only) .......coouuueiiiiiiiiiiiiiiiiieeeeeeeees 15-2
Figure 15-2: Ounces per 15 m Easting Step (Indicated Category Only) ..........uuuiiiiiiiiiiiiiiiiiiiieeeeeeeas 15-3
Figure 16-1: Typical View of the Selected Longitudinal Mining Method ..., 16-6
Figure 16-2: Typical View of the Selected Transverse Mining Method .............cccooiiiiiiiiiiiii s 16-7
Figure 16-3: Isometric Mine Layout LOOKING SOULN.........uuiii i 16-8
Figure 16-4: Stope Production Ring Drill Layout SChematiC ............cooviiiiiiiiiiiiiiiiecieei e 16-15
Figure 16-5: Backfill Volume Requirement per MOnth ...........coooiiiiiiiiiiii e 16-17
Figure 16-6: Primary Ventilation SyStem.........cooo e 16-20
Figure 16-7: Secondary Ventilation System Minapampa East and Minapampa.........c..cccceeeeeeeeeens 16-21
Figure 16-8: Lateral Development Metres per Month..........coooooiiiiiii e 16-23
Figure 16-9: Project Waste Balance per Month (M) ......ooooeeiiiiii e 16-24
Figure 16-10: LOM Mining Workforce Complement ...........oooiiiiiiiiiiii e 16-30
Figure 16-11: LOM Underground Installed POWEN...........coii i 16-31
Figure 17-1: Ollachea Process Plant BIOCK Diagram.........ccoeeeeiieeiiuiiiie e e e e e e eeeees 17-2
Figure 18-1: Waste Dump and Ore Stockpile Design Criteria ...........ccoovveiiieeiiiiiiiieeeeeceeee e 18-2
Figure 18-2: Stockpile and Waste Dump Configuration............c.uuoiiiiiiiiiiiiii e 18-3
Figure 18-3: Ollachea PFS TSF DeSIGN....cuuuuuiiiiiiiiiiiiiiiee ettt eeeeeeees 18-7
Figure 21-1: Total Annual Mine Operating COSES .......uuuuuuiiiieeiiiieiiie e 21-15
Figure 21-2: Breakdown of LOM Mine Operating COStS .......ccoiiiiiiiniiiiiee e 21-15
Figure 21-3: TSF Operating Cost Chart ..........ooi oot 21-20
Figure 22-1: Ollachea Cash FIOW Profile...........cooo e 22-5

Project No.: 166729 CG
August, 2011 TOC viii ame



Ollachea Gold Project

kﬁ s ‘ Puno Region, Peru

(Subsiataria de Winera [RL L) NI 43-101 Technical Report on a Pre-feasibility Study
Figure 22-2: NPV @ 7% SenSitivity ANGIYSIS. ... .ceeeiiieiiiuiiai ettt e e e e e e e e aeeeees 22-8
Figure 22-3: IRR Sensitivity ANGIYSIS ......ooieiieiii e e e e e e e e e e e e eenees 22-8

Project No.: 166729 CG
August, 2011 TOC ix ame



7

1.0

1.1

1.2

e (Subsidiaria de Minera IRL Ltd)

Ollachea Gold Project
Puno Region, Peru
NI 43-101 Technical Report on a Pre-feasibility Study

Summary

The Ollachea Project (the Project) is located in the Puno Region of southern Peru.
Minera Kuri Kullu S.A. (MKK), a wholly owned subsidiary of Minera IRL S.A., currently
owns the Project and retained AMEC Peru S.A. (AMEC) and Coffey Mining Pty Ltd
(Coffey Mining) to conduct a Pre-feasibility Study on the viability of mining the deposit
from underground and processing ore in a 3,000 t/d facility to produce gold dor@

Property, Access and Permits

The Ollachea Project consists of 12 concessions covering an area of 8,698.98 ha. Six
of the concessions were acquired from Rio Tinto Mining and Exploration Limited
Sucursal del Peru (Rio Tinto) in exchange for cash payments and a 1% vendor royalty.
The remaining six concessions were originally applied for by MKK. All concessions are
currently held by MKK and are in good standing.

MKK has a surface rights agreement with the Community of Ollachea allowing it to use
the property covering the area of interest of the Project for exploration activities. The
agreement allows the Community of Ollachea to carry out artisanal mining activities on
the property until a production MKK also currently holds permits which allow them to
continue exploration activities and develop an exploration access drive as part of their
exploration program.

The property is crossed by Interoceanic Highway which allows ford year-round
highway access to the Regional Capital of Puno, an airport in Juliaca with daily
scheduled flights to Lima and Arequipa, the Pan American Highway and the deepwater
port of Matarani, located at llo on the Pacific coast of Peru. The location, access,
climate and elevation of the Project allow exploration activities to be carried out year-
round.

The property position and surface rights are sufficient to allow MKK to continue to
explore and carry out study work on the Project.

Geology and Mineral Resources

The Ollachea gold deposit is an orogenic or mesothermal-style gold deposit hosted in
Devonian-aged carbonaceous metasediments on the eastern flank of the Cordillera
Oriental of the Peruvian Andes. Gold mineralization is contained within seven discrete
west-striking, north-dipping structures below Minapampa and Minapampa East on the
north side of the Oscco Cachi River, a narrow creek, and approximately 1,000 m west
of the town of Ollachea.
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Gold mineralization occurs in carbonaceous sediments cut by quartz-carbonate-
sulphide veins and veinlets within a shear zone. Metasediments in the shear zone are
characterized by well-developed slaty cleavage. Mineralized quartz and quartz-
carbonate veins and veinlets occur within the slate in the shear zone and are broadly
concordant with the slaty cleavage.

Alteration of the metasediments, slates and phyllites is weak. Mild sericitization is
observed in the area but has no correlation with gold mineralization.

Gold mineralization is associated with a sulphide assemblage that consists of
pyrrhotite with minor pyrite, arsenopyrite, and chalcopyrite. = Coarse crystalline
arsenopyrite and free gold are frequently observed in close association to one another
within the central Minapampa zone.

The Ollachea deposit has been explored since the late 1990s. The current database
consists of 153 diamond drill holes totalling 60,846 m in length. Samples were
prepared and analyzed at CIMM Laboratories in Juliaca and Lima with blanks,
standard reference materials, pulp duplicates, coarse crush reject duplicates, check
assays and core twin samples included as a quality assurance and quality control
(QA/QC) program to establish assaying accuracy and precision. QA/QC procedures
consistent with industry best practices have been followed and verified by independent
auditors. Drilling, sampling, sample chain of custody, preparation and assaying of
samples in the mineral resource database are reasonable to support the estimation of
Mineral Resources.

The three dimensional geological model constructed for the deposit serves to constrain
gold mineralization in the estimate and is consistent with the genetic model and
structural interpretation for the deposit. The geological model considers the continuity
of geology and grade indicated by the diamond drilling and sampling in the current
mineral resource database.

Mineral Resources have been estimated using ordinary kriging to estimate block
grades into 20 mE x 20 mN x 4 mRL parent blocks, from 2 m composites. The
estimated parent blocks were divided into 2.0 m x 2.0 m x 0.4 m sub-blocks which
were used to better define the volume of the individual mineralized zones. The
composite length, sub-block size, estimation method and estimation parameters for
composite selection in estimation and control of extreme grades are reasonable
considering the deposit type, proposed mining method and geostatistical
characteristics of the gold mineralization.

Mineral Resources for the Ollachea Project at a 2.0 g/t Au lower cut-off grade consist
of 10.7 Mt of Indicated Mineral Resources with an average grade of 4.0 g/t Au
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containing 1.4 million ounces gold and 3.3 Mt of Inferred Mineral Resources with an
average grade of 3.0 g/t Au containing 0.3 million ounces gold. This Mineral Resource
has been estimated by Doug Corley, MAIG, of Coffey Mining, Perth, Qualified Person
under National Instrument 43-101 and has an effective date of 31 May, 2011 (Table 1-
1). These Mineral Resources replace the Mineral Resources reported in Coffey
(2011a) and are inclusive of the Mineral Reserves reported in Section 1.3.

Table 1-1: Mineral Resources for the Ollachea Project

Contained

Mineral Resources above a 2.0 g/t Au Cut-off Grade Tonnage Au Grade Au

(Mt) (g7t) (Moz)
Minapampa
Indicated 9.3 4.0 1.2
Inferred 2.4 3.0 0.2
Minapampa East
Indicated 1.4 3.9 0.2
Inferred 0.9 3.0 0.1
Total
Indicated 10.7 4.0 14
Inferred 3.3 3.0 0.3

Note: Mineral Resources are estimated by Doug Corley, MAIG, QP, of Coffey Mining and have an
effective date of 31 May, 2011. Mineral Resources that are not Mineral Reserves do not have
demonstrated economic viability. Mineral Resources are inclusive of Mineral Reserves. Tonnages are
metric tonnes and ounces of contained gold are troy ounces. Mineral Resources above a 2.0 g/t Au cut-
off grade have reasonable prospects for economic extraction, based on mineralization continuity, shape
and distribution and as demonstrated in this study.

Exploration targets on the Project include the Concurayoc Zone, westward along strike
from the Minapampa Zone, the eastern extension of Minapampa East, beyond where
drilling from surface is impractical for topographic reasons, and the down-dip extension
of the Minapampa and Minapampa East Zones.

There are no known environmental, permitting, legal, title, taxation, socio-economic,
marketing, political or other relevant factors that would materially affect the mineral
resource estimate for the Ollachea Project.

1.3 Mining and Mineral Reserves

The Ollachea deposit will be mined from underground using sub-level open stoping.
Backfill will consist of pastefill and waste rock, with pastefill used to fill approximately
80% of the mining void. In general, stopes will be mined with transverse accesses in
wider zones and longitudinal access in zones of less than 7 m width. The minimum
horizontal mining width is 2.6 m, including dilution.
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Major mine development will be accessed via an access adit which will be completed
as an exploration adit prior to project commitment and is not considered as part of the
scope of facilities of the Pre-feasibility study. This will be followed by ramp
developments, ventilation raises, level accesses and haulage drifts on 15 m levels
both above and below the main access adit.

A cut-off grade (COG) of 2.0 g/t Au was used for the Pre-feasibility Study mine design.
Considering the operating costs, gold recovery, gold price and selling costs developed
in the Pre-feasibility Study, the 2.0 g/t Au cut off is approximately 15% higher than the
estimated break-even grade for Ollachea.

The development schedule consists of:

e Decline development 5,166 m

e Leveldevelopment 6,548 m

e Vertical development 1,405 m

e Operating development 46,224 m

Probable Mineral Reserves totalling 9.5 Mt grading 3.6 g/t Au and containing 1.1
million ounces of gold are declared based on the results of the Pre-feasibility Study
and the application of appropriate mining factors, and taking in to account relevant
processing, metallurgical, economic, marketing, legal, environmental, socio-economic
and government factors. Mineral reserves are based on a gold price of US$ 1,100/0z,
an exchange rate of 2.72 (Peruvian Nuevo Sole / US $), life of mine (LOM) average
site operating costs of US$ 46.61/t and LOM average metallurgical recovery of 91%.
Mineral Reserves have an effective date of June 26, 2011. Mineral Reserves have
been reviewed by John Hearne, FAusIMM, of Coffey Mining, who is the Qualified
Person for the estimate.

The Pre-feasibility Study mine production schedule is based on mining the Probable
Mineral. The mine will produce approximately 1.1 Mt/a over a mine life of eight years
with two production ramp-up years and one ramp-down year (Table 1-2).

Project No.:
August, 2011

166729 Page 1-13 amecO



Ollachea Gold Project
Puno Region, Peru
NI 43-101 Technical Report on a Pre-feasibility Study

7

(Subsidiaria de Minera IRL Ltd)

Table 1-2: Ollachea PFS Mine Production Plan

Unit 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 LOM

Mine Production

Mine Production  kt 57 332 945 1,101 1,098 1,096 1,102 1,095 1,100 1,098 453 9,477
Contained Gold  koz 6 39 102 128 132 132 146 135 132 116 44 1,112
Grade g/t 3.2 3.7 34 3.6 3.7 3.8 441 3.8 3.7 33 3.1 3.7

1.4 Metallurgical Testwork and Process Design

The interpretation of results from metallurgical testwork carried out in five campaigns
carried out between 2008 and 2011 has been used to guide process plant design.
Testwork suggests that crushing and grinding of ore to Pgy of 75 m with gravity
concentration and carbon-in-leach (CIL) treatment of the whole of the ore stream can
be used to achieve gold recovery of over 90% from the Ollachea mineralization.

The flowsheet applied comprises three stages of crushing followed by overflow ball
milling with the mill circuit closed with hydrocyclones. Hydrocyclone overflow will then
be leached for approximately 50 hours in a pure CIL circuit prior to cyanide
detoxification by SO./air.

A gravity circuit employing a centrifugal concentrator will treat a split of the
hydrocyclone underflow, the concentrate from which will be intensively leached. The
circuit has been designed to accept up to 20% gravity recovery.

Use of CIL and blanking reagents are techniques employed to reduce the influences of
preg-robbing minerals in the ore such that almost all of the leachable gold can, in fact,
be recovered to the introduced activated carbon in the CIL. To ensure high activated
carbon quality, the circuit includes acid washing and Anglo American Research
Laboratories (AARL) elution followed by thermal carbon regeneration. Final dor@
production is achieved on-site by electrowinning the AARL eluate, and smelting.

Tailings will be thickened after cyanide detoxification using a high-rate thickener and
filtered using press filters. The filter cake will be routed to a paste plant at the plant
site to produce pastefill when backfill is required in the underground mine. When
backfill is not required, the filter cake will be stacked on a load-out platform for reclaim
and haulage to a dry-stack tailings storage facility.

Plant design includes a water treatment plant that will treat mine drainage, river water
and water recovered from mineral processing to provide make-up water for the plant.
The mine power supply will be by connection to the San Gaban Azangaro high
tension line that runs over the Project area. Reagents including hydrated lime for pH
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control, Portland cement for backfill, sodium cyanide for leaching, kerosene for
blanking, hydrochloric acid for carbon washing and copper sulphate and sodium
bisulfite for cyanide detoxification will be procured from suppliers in Juliaca, Arequipa
and Lima and prepared and distributed by reagent preparation circuits considered in
the PFS plant design.

Metallurgy and mineral process design has been supervised and reviewed by Michael
Drozd, R.M. SME. of AMEC, Reno, who is the Qualified Person under NI 43-101 for
this work.

Tailings Disposal Facility

AMEC completed a Pre-feasibility Study design and cost estimate for a filtered tailings
storage facility (TSF). The design includes a principal TSF located within 10 km of the
process and filter plants, as well as a contingency TSF that would provide short-term
tailings storage near the plant. Filtered tailings will be transported by truck from the
plant to the TSF via the Interoceanic Highway. Development of an approximately
1,000 m long off-highway haul road will be required at the principal TSF site.

The location of the TSF is not specified in this report as negotiations for the surface
rights for one or more potential sites are currently underway. AMEC considers it a
reasonable assumption that surface rights for a suitable site can be acquired by MKK.

The TSF design includes a prepared foundation with an under-drain system, rock-fill
toe buttress, surface water diversion channels and sedimentation and seepage
collection ponds. Filtered tailings will be placed in two zones: (i) a formally compacted
structural zone, and (ii) a nominally compacted zone for off-spec tailings (tailings that
do not meet the moisture requirements). Overall tailings slopes of 2.5 : 1 (horizontal :
vertical) were demonstrated analytically to have acceptable safety factors for stability
based on the currently-available information. These slopes are also consistent with
acceptable values from comparable sites that use filtered tailings.

Project Operating and Capital Costs

Operating Cost Estimates

Operating costs include fixed and variable costs for mine production, plant production,
tailings management and general and administrative services for the operation.
Operating costs were estimated based on labour and productivity data from current
Peruvian mine operations including the Corihuarmi Mine operated by MKK's parent
company Minera IRL S.A., from AMEC and Coffey Mining cost estimation databases,
and from quotations for major reagents and wear parts.
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A life-of-mine staffing schedule was built and indicates that peak operating staffing will
be 519 including 109 contract staff for the tailings storage facility, perimeter security,
and catering functions. As much as 30% of the workforce could be locally based with
the remainder being based nationally. It is not expected that expatriates will be
required for the long-term operating team.

Mine operating costs average US$18.48/t ore including backfill. Plant operating costs
total US$24.26/t ore processed (including tailings disposal) and G&A costs average
US$3.87/t ore. Total site operating costs are US$46.61/t ore or US$436/0z of gold
(Table 1-4).

Capital Cost Estimates

AMEC prepared an AACE Class 4 capital cost estimate with a precision of 25% for
the Pre-feasibility Study. The capital cost estimate is based on:

e Capital cost estimates for the underground mine from Coffey Mining,

e Major equipment and material quotations along with recent construction contractor
quotations,

e Material take offs (MTO) information from mechanical, civil and electrical
engineering,

e Unit costs for earthworks, concrete works, structural steel fabrication and
equipment installation were prepared from material costs, labour and construction
equipment rates and productivities from the AMEC cost estimation database with
input from MKK.

Capital costs include direct and indirect costs for the mine, process plant and
infrastructure. Project direct capital costs total US$113.8 M. The total indirect cost is
US$19.6 M and includes indirect mine costs, engineering, procurement, and contract
management (EPCM), temporary facilities, duties and freight. Owner s costs projected
to be incurred between project commitment and prior to commissioning are estimated
to total US$7.5 M. A 20% contingency is placed on direct and indirect capital costs for
the mine, plant and surface infrastructure. Design growth allowances for civil, structural
and architectural (CSA) disciplines were estimated as percentages of the estimated
costs of earthworks (15%), concrete works (10%), structural steel (5%) and process
equipment (2%). The total contingency and design growth allowance for the project is
US$28.6 M.
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1.7 Financial Analysis

A financial evaluation of the Project was undertaken using the discounted cash flow
analysis approach. Cash flows were projected for the life of mine (LOM), which
includes construction, operation and closure phases. The cash inflows were based on
projected revenues for the LOM. The projected cash outflows, such as capital costs,
operating costs and taxes, were subtracted from the cash inflows to estimate the net
cash flows (NCF). A financial model was constructed on a quarterly basis to estimate
the NCF over the LOM. The NCF were summarized on an annual basis. The cash
inflows and outflows are assumed to be in constant second quarter 2011 US dollar
basis.

The Project was evaluated on a project stand-alone, 100% equity-financed basis. The
financial results, including net present value (NPV) and internal rate of return (IRR) do
not take past expenditures into account; these were considered to be sunk costs. The
financial results also exclude any expenditure between completion of the Pre-feasibility
Study and commencement of construction. The analysis was done on a forward-
looking basis, with the exception of the sunk costs to date, which were taken into
account for tax calculations.

The assumptions that form the basis of the inputs to the financial model include metal
prices, mining schedule, mining inventory, processing throughputs, and realisation,
operating, and capital costs, royalties and taxation parameters.

The base case gold price used in the financial evaluation was US$1,100/0z. The
financial evaluation was also undertaken using a gold price of US$1,500/0z to show
the impact of a higher gold price on the Project cash flow.

The model includes Peru government royalty, a vendor royalty, credit & debt tax,
income tax and workers profit participation. The Peruvian taxation system IGV (sales
tax) was assumed to be incurred on the initial project capital cost and to be recovered
once in production. Once in production, IGV was excluded from the operating
assumptions. Since the Project involves export of goods, IGV is assumed to be
immediately recoverable, consistent with Peruvian established practice.

A summary of the financial results is presented in Table 1-6.

A sensitivity analysis was performed on the Base Case NPV, using a 7% discount rate,
and IRR (Figure 1-3 and Figure 1-4). Positive and negative variations up to 15% were
applied independently to each parameter: gold price, capital cost, operating cost and
gold grade). The results demonstrated that the project is most sensitive to variation in
gold grade and gold price, and least sensitive to variation in capital cost.
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Table 1-5: Summary of Ollachea Financial Results
Base Gold Price  Upside Gold Price
Parameter Unit US$1,100/0z US$1,500/0z
Net Cash Flow before tax US$ M 419 808
NPV @ 5% real (before tax) US$ M 270 561
NPV @ 7% real (before tax) uUs$ M 226 486
NPV @ 10% real (before tax) US$ M 170 393
IRR (before tax) % 28.1 46.5
Payback (before tax) Years 3.1 1.9
Net Cash Flow (after tax) US$ M 280 531
NPV @ 5% real (after tax) US$ M 167 354
NPV @ 7% real (after tax) US$ M 133 301
NPV @ 10% real (after tax) US$ M 91 235
IRR (after tax) % 20.5 34.1
Payback (after tax) Years 3.8 2.5
Note:
1. NPVs as at commencement of construction.
2. NPVs are based on mid period discounting.
3. Before tax is before Workers Participation Profit of 8% and Income Taxes of 30%.
4. Payback starts from the commencement of production.
Project No.: 166729 Page 1-20 ameC(9
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NPV @ 7% Sensitivity Analysis

Figure 1-1:

Ollachea Gold Project
Puno Region, Peru
NI 43-101 Technical Report on a Pre-feasibility Study
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Figure 1-2: IRR Sensitivity Analysis
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A summary of the analysis of the LOM average unit cost of production is provided in Table 1-7.
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Table 1-6: LOM Unit Cost of Production per Ounce of Payable Gold

Parameter Unit Cost
Mining US$/oz 173
Processing US$/0z 226
G&A US$/oz 37
Total Site Cash Operating Costs US$/oz 436
Realization Costs US$/oz 5
Royalties US$/oz 28
Total Cash Costs US$/oz 470

1.8 Conclusions

The results of the Pre-feasibility Study indicate that the Ollachea Project, under the
assumptions in the study, is a viable underground mining and mineral processing
operation.

1.9 Project Risks and Opportunities

1.9.1

Risks

High Water Inflow and Mine Drainage

Management of water inflow to the mine is a significant risk to the Ollachea Project
that was identified in the Pre-feasibility Study. Water inflow rate and quality has major
repercussions on:

Permitting: Changes to the flow rate of the Oscco Cachi River and the spring north
of Minapampa due to mining will be a potential environmental and social impact of
the Project.

Mining: Water management and pumping may be a burden on the operation
during peak inflow years and may also have an impact on operating costs and
productivity in the mine.

Process plant: A water treatment facility to treat mine drainage will be required at
the plant site. The nature of the composition of mine drainage is not well
understood at this stage of the Project and the technology required for water
treatment will need to be defined during Feasibility-level studies.

The risk of high water inflows and related environmental and social impacts can be
mitigated by taking the following measures into account during the feasibility work
program:
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e Provision of a new water supply for the town of Ollachea westward and up the
valley from Minapampa: MKK has already completed engineering on the water
supply and it is planned to be implemented before mining is scheduled to
commence.

e Lining of the Oscco Cachi river bed to limit water inflow into the mine: Design of a
lining system has been initiated by MKK.

e Hydrogeological study including installation of additional piezometers, incorporation
of data from a planned exploration tunnel, additional hydrology baseline data, three
dimensional structural geology modelling, numerical modelling of flow rates

e Evaluation of a grouting program to reduce water inflow to the mine including field
testing in the exploration tunnel

e Optimization of mine design to avoid areas that may be susceptible to high inflows,
and in pumping and water management design to ensure that the mine has the
capacity to efficiently handle likely peak water flows

e Determination of minimum ecological flow for the Oscco Cachi River.

e Determination of potential water inflow composition and mine drainage considering
pH, dissolved solids, suspended solids and other parameters necessary for water
treatment plant design.

Leach Extraction
The use of the proposed flowsheet under the conditions typically experienced in such
a circuit has shown repeatable recoveries over 90% for samples from along strike and
down dip of the various ore lenses. Further work is required to explore variability of
the ores and to quantify if any significant issues exist with regard to long-term
application of the proposed flowsheet.
Pastefill
Pastefill has been selected as the backfill technology for the Ollachea Project. Initial
thickening, filtration and tailings characterization work indicate that plant tailings have
granulometric, mineralogical and geochemical characteristics that are favourable for
the production of filtered tailings and paste backfil. However, rheology, binder, and
strength test work are not yet complete. The viability of the proposed pastefill system
has not been completely demonstrated in the following areas:

e Rheology for pumping requirements.

e Binder content requirement.

e Curing time for stope cycle considerations.

e Strength for mining secondary stopes against pastefill walls.

To mitigate the Project s risk due backfill considerations AMEC recommends:
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e Finalizing the current pastefill testwork campaign.

e A trade-off study of paste plant and pumping configurations based on the results of
the current pastefill testwork campaign.

e Additional tailings characterization and pastefill testwork based on mineralized
composites and using larger volumes of sample to more precisely define strengths
and slump rates for the paste.

Schedule

Approval of the Projects EIA is on the critical path of its execution schedule. The
schedule considers 120 days for Ministry review of the study, 60 days for MKK to
address the Ministry s observations as a result of the study review, and 30 days for the
Ministry to reconsider the study and approve the Project. Complications in addressing
the Ministry s observations or additional rounds of observations may cause a delay in
the projected Project Approval timeline.

Opportunities

Exploration Potential

There is potential to add additional tonnage to the mine production plan by continuing
to explore the Concurayoc Zone to the west of the Minapampa Zone. The potential to
discover additional tonnage down-dip at Minapampa also exists as well as the
potential to identify mineralization to the east of Minapampa East. This area will be
drilled from underground. Significant exploration discoveries have the potential to add
considerably to the mine life. If mine scheduling permits, the inclusion of one or more
additional zones may also support plant expansion.

Gold Price

A gold price of US$1,110/0z has been used for financial modelling for the Pre-
feasibility study. On 11 July, 2011, the spot gold price was quoted at US$1,521/0z
which is approximately 40% higher than the price used for the study. To take
advantage of record-high gold prices in the near term, consideration should be given to
advancing the Project in a rapid but orderly fashion so as to maximise potential
revenue from higher commodity prices during mine ramp-up and operation.

Plant Design Optimization

During the completion of the Pre-feasibility Study MKK identified a number of plant
design optimizations that could be undertaken to save on plant capital cost. Future
design work should attempt to capitalize on these comments to reduce the project
capital cost.
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Use of atypical, but commercially applied, flow sheets such as resins and minor
elevation of temperature showed improved leaching behaviour in the laboratory.
These techniques will be explored further as part of feasibility-level studies.

1.10 Recommendations

A Feasibility Study is recommended for the Ollachea Project.

The recommended work plan for the Feasibility Study begins in August 2011 and
includes the following activities:

Drilling (US$2.4M) to collect data and sample and data for:

o resource model update

o geomechanical study

o hydrogeology

o geotechnical characterization of tailings and plant site locations
o sample for metallurgy, tailings and backfill test work

Mineral Processing testwork program including process flowsheet optimization,
pastefill, and tailings testwork (US$0.4M).

Geotechnical, geomechanical and hydrogeological study ( US$0.4M)

An updated Mineral Resource Model incorporating exploration data to improve
confidence in Mineral Resources (US$0.1M).

An updated mine design and mine schedule incorporating new hydrogeological,
and geomechanical data and backfill testwork. (US$0.5M).

Feasibility study including process and infrastructure design, engineering, capital
and operating cost estimation and financial analysis incorporating results of the
geotechnical, hydrogeological, mine design and mine schedule and metallurgical
test work (US$1.5M)

Field expenses to continue with environmental base line study, property
maintenance, field staff and overheads (US$1.0)

The recommended feasibility work plan will require a budget of approximately
US$6.3M.
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2.0 Introduction
The Ollachea Property is located in the Puno Region of southern Peru. Minera Kuri
Kullu S.A. (MKK), a wholly-owned subsidiary of Minera IRL S.A., (IRL) currently owns
the Property and retained AMEC Peru S.A. (AMEC) and Coffey Mining Pty Ltd (Coffey
Mining) to conduct a Pre-feasibility Study (PFS) on the viability of mining the deposit
from underground and processing ore in a 3,000 t/d facility on the property to produce
gold doré. The project locationis included as Figure 2-1.
Figure 2-1: Ollachea Project Location
Ollachea%
Property
North
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