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1 SUMMARY

1.1 PROPERTY DESCRIPTION AND OWNERSHIP

1.11 Location

The Project site is located in the Andes Mountains of south-eastern Peru at elevations of 4800 to
5100 meters above sea level (masl), specifically within the Cordillera Vilcanota of the Eastern
Cordillera. The site is located in the Region of Puno immediately east of the continental divide
separating the Pacific and Atlantic drainages.

The site location is approximately 160 kilometers (km) in a direct line to the southeast of the
major city of Cusco, with Universal Transverse Mercator (UTM) coordinate ranges of 312,000E
to 322,000E and 8,443,000N to 8,451,000N, using UTM, Zone 19S, Provisional South American
datum, PSAD 56.

Access to the mining operations will be via a new 63 km road to be built over generally flat and
gently sloping topography. The new mine access road will connect at the town of Macusani to
the Interoceanic Highway; a two-lane, paved highway connecting to the Peruvian highway
system and to the Port of Matarani.

1.1.2 Description

The Project has favorable infrastructure. The mine is 30 km from a new high-voltage power line
with abundant capacity to meet the Project needs. The project has technically and
environmentally favorable sites for tailing and waste rock storage. Additionally the mine plan is
amenable to sequenced backfilling of the pit, reducing operating costs and eliminating
environmental pit lake liability at closure.

1.1.3 Mineral Tenure

The land status of the Project is a series of twelve mineral claims or concessions. Mineral
concessions in Peru are filed with the Instituto Nacional de Concesiones y Catastro Minera
(INACC) which is part of the Ministerio de Energia y Minas (MINEM) in Peru. Claims can vary
in size from 100 to 1,000 ha. Concessions are defined by limits parallel to the UTM grid system
employed in the district to form rectangular areas.

Claim monuments need not be maintained in the field as the primary documentation exists as the
filed boundaries at INACC. The 12 claims at Corani Project are located in the districts of Corani,
Macusani and Nufioa, provinces of Carabaya and Melgar, department of Puno, in Peru, and cover
an aggregate extent of 5,180 hectares. The list of claims and a general location map is provided
on Table 4-1 and Figure 4-2 respectively.
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1.2 GEOLOGY AND MINERALIZATION
1.2.1 Regional Geology

The regional geology in the Project area is characterized by volcanic flows overlying a thick
sequence of sedimentary basement rocks. All units have been affected by Pleistocene glaciations
forming U-shaped valleys and arétes, typical of alpine glacial terrain.

1.2.2 Property Geology

The basement units in the Corani area are a series of upper Paleozoic (320 Ma) sandstone and
shale units of the Grupo Ambo Formation that have been weakly metamorphosed into quartzite
and phyllitic shales. The resistant quartzite units are often ridge formers. The weathered shales
generally form subdued, generally slope-forming outcrops. Within the Project resource area, the
sediments are generally red to gray shales.

A sequence of Tertiary (22.1Ma +/- 0.2Ma), pre-mineral volcanic tuffs unconformably overly the
sediments. These tuffs are generally crystal and crystal-lithic with quartz-eyes ranging up to 5
mm in diameter. These rocks range from well bedded to massive. In the upper parts of the pre-
mineral sequence are andesite volcanic flows, which are generally more bedded than the
underlying tuffs. The variations in the stratigraphic makeup of the pre-mineral tuffs and andesite
flows do not appear to have any controlling effect on the mineralization. All of the resource
within the Corani district is hosted in the pre-mineral tuffs and andesite flows.

Unconformably overlying the pre-mineral units, the Tertiary post-mineral tuff (10.2Ma +/-
0.1Ma), consisting of crystal tuffs with similar characteristics to the lower pre-mineral tuffs, is
effectively barren. The post-mineral sequence forms prominent spires and thickens to the north
(from O meters to over 200 meters within the project area).

Alteration in the project area consists of a broad, 5 x 2 kilometer zone of illite-kaolinite alteration
of the pre-mineral tuffs. More specific to the mineralization are illite, kaolinite,
smectite/chlorite/celadonite and gangue minerals including quartz (massive to banded), barite,
chalcedony and iron and manganese oxides. Each of the three mineralized areas, namely Corani
Este, Minas Corani and Main Corani, exhibit differences in alteration and gangue, including:

e Corani Este: strong barite, minor quartz and chalcedony, moderate
smectite/chlorite/celadonite, brecciation, strong iron oxides and no manganese oxides;

e Minas Corani: strong smectite/chlorite/celadonite, moderate chalcedony and barite with
strong iron oxides and moderate manganese oxides; and

e Main Corani: banded quartz, strong barite, iron oxides and minor manganese oxides.

Structurally, the Project area is marked by a stacked sequence of listric normal faults striking
dominantly north to north-northwest with moderate to shallow (50 to <10 degrees) westerly dips.
The hanging walls of the listric faults are extensively fractured and brecciated, forming sites for
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metal deposition. The stacked sequences are more prominent in Minas and Main Corani with
Este showing a single listric fault with a more extensively fractured and brecciated hanging wall.

Mineralization in the Project area is comprised of freibergite (silver-bearing tetrahedrite), galena
(not argentiferous), sphalerite (white to dark-colored), pyrite, marcasite, other silver sulfosalts
(myrargyrite, pyrargyrite-proustite (ruby silver)), boulangerite, acanthite and minor native silver.
The ore body can be split into a three principal metallurgical types: first, a mixed sulfide group
that is composed of relatively coarse to very fine sulfide mineralization; second, a transitional
mineralization where the sulfide minerals have been partly oxidized, with some of the lead
having been remobilized into a lead-phosphate mineral and much of the zinc removed from the
ore; and third, an oxide zone. This metallurgical zonation mimics the south west dipping nature
of the listric faults and as such forms a tilted layer cake with the oxides occurring on the far west
of the project, the transitional ores in the middle west and the sulfides in the centre of the deposit
and to the east.

Southeast of the principal areas of mineralization there are smaller areas of mineralization and
are referred to as the Gold Zone and Antimony Zones. Neither of these has been included in any
published resource and are not included in this Report.

1.3 EXPLORATION STATUS

Prior to the early 1950s, mineral exploration in the district consisted of shallow prospect pits and
adits in the northern portion of the current Project. These prospects are of unknown age and may
date back to colonial Spanish time. Antimony prospects south and east of the property reportedly
were active in the early 1900’s with limited antimony production (C.R. Petersen, 1967).

The first modern evaluation of silver-lead mineralization began with the location of mineral
concessions in 1951 by Augusto Leon y Leon. Compafia Minera Korani was formed in 1956 to
develop the silver-lead mineralization previously prospected. The mines were developed and
operated from 1956 up to at least 1967; initially mining 80 tpd of ore. In 1965, Compariia Minera
Korani sought to increase production from 80 tpd to 300 tpd. In 1967, Comparfiia Minera Korani
was owned two-thirds by Compafia Minera Palca and one-third by M. Hochschild. In early
1967, estimated mine production was reported at about 3,400 short tons per month, with grades
of 7.0-9.0% lead, 2.3% zinc, and 8.0 to 11.0 oz/ton silver (C.R. Petersen, 1967). Total historical
production is uncertain, but is estimated at 100,000 t of silver-lead-zinc ore.

Historical maps of the underground workings show development on four levels (4820, 4843,
4860 and 4870 m levels for 50 meters vertically) that extend over an area of approximately 500
meters in a general north-south direction (parallel to strike) by about 150 meters in an east-west
direction. It is not known when operations of Compariia Minera Korani ceased, but it is
presumed to be in the late 1960s or early 1970s. When the mining stopped at the Project the
previous operations were abandoned and several environmental liabilities still exist at the areas
related to mining and processing; these are discussed in Section 4.3.

Subsequent exploration activity was performed by Minsur a private Peruvian company, whose
exploration program was reported to include 40 shallow drill holes in various locations,
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including a number of close proximity holes in the gold zone (located south of the current
resource area). None of Minsur’s exploration information is available or verifiable; although
reportedly gold mineralization was encountered in much of Minsur’s drilling.

In late 2003 and early 2004, Rio Tinto Mining and Exploration began a surface exploration
program for porphyry copper mineralization. During 2004, Rio Tinto conducted surface
mapping, sampling, and ground magnetic surveys, and developed access roads into the area. The
initial work by Rio Tinto defined anomalous silver and lead mineralization to the south of the
Korani mines, and also defined a zone of anomalous gold mineralization in rock and soils.

The concession ownership by Compariia Minera Korani apparently lapsed during the 1970s. The
ownership of Minsur also lapsed prior to Rio Tinto’s exploration in the project area. Rio Tinto
re-established some of the older concessions in their name beginning in 2003. BCM has added
two concessions early in 2005 to create the current land position.

BCM took operational control of the project in early 2005 when BCM entered into an option
agreement with Rio Tinto. BCM completed the option agreement in January 2008 with the final
payment of the $5.4 million required under the agreement for a 70% share of the Project. In
April of 2008 BCM entered into a purchase agreement for the remaining 30% that was controlled
by Rio Tinto, and BCM completed the purchase of Rio Tinto’s 30% interest in February 2011.

Since taking control of the project BCM has completed over 93 km of drilling, prepared detailed
geological maps, performed extensive metallurgical testing from all areas of the deposit,
continually operated an exploration camp, engaged in development projects with the two nearby
communities and completed several environmental studies. The results of this work have been
the completion of five N143-101 reports where the resource has grown and culminates with this
Report.

1.4 DEVELOPMENT AND OPERATIONS
14.1 Production Schedule

The mine requires minimal pre-production waste stripping of 16.2 million tonnes. And after that,
a mining sequence that directly feeds the mill with 7.875 million tonnes of ore per year was
developed. In addition to the direct mill feed, the plan also calls for stockpiling of 16.6 million
tonnes of lower grade material that will be fed into the mill at the end of the mine life.

The mining sequence calls for the waste stripping to average 1.28:1 (waste:ore) for the first 7
years and then the stripping ratio will grow to 1.97:1 for the following 5 years and then will drop
to an average of 1.83:1 for the final 6 years.

1.4.2 Mine Equipment

Mining will be performed using conventional open pit methods using 135 t trucks and 15 m®
hydraulic shovels mining on 8 meter-high benches.
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1.5 METALLURGY

BCM has completed metallurgical optimization tests on several master composites in order to
define recoveries for the purposes of the Feasibility Study (“FS”) reserve calculation. The
composites represent several different types of ore and various grade ranges expected during the
operation of the mine. The composites therefore approximate the expected life of mine
concentrator feed material. The master composite test work establishes that when the two
materials (mixed sulfide and transitional ore) are blended in accordance with the mine sequence
that the recoveries and resulting concentrate grades are as outlined in Table 1-1 below.

Additionally, BCM has completed a re-logging of all drill cores to identify the different
metallurgical material types. The re-logging data was then utilized to define each block in the
resource model with a metallurgical rock type and assigning every block a specific recovery and
concentrate grade for the purposes of determining its Net Smelter Return (“NSR”) value and
reserve classification. The life-of-mine overall recoveries and concentrate grades are tabulated in
Table 1-1 below.

Table 1-1: Average Recoveries and Concentrate Grades of the Life of the Project

Lead Con Zinc Con
Pb Ag Zn Ag
Recovery 71.11% | 60.29% 51.58% 3.90%
Average Con Grades 56.50% | 2.9 kg/t 53.00% 437 git

1.6 PROCESS

The Project processing facility is designed to treat 22,500 t/d of silver-lead-zinc ore at an
operational availability of 92 percent. The processing flow sheet for the Project is a standard
flow sheet that is commonly used in the mining industry, including conventional flotation
recovery methods typical for lead-zinc ores. Figure 1-1 below is a simplified schematic of the
process. M3 completed the process design based on the results of a metallurgical testing program
that was supervised by Blue Coast and BCM.

The ore will be crushed in a primary crusher that is located adjacent to the open pit mine. From
there it will be conveyed to the processing facilities where it will be ground to 80 percent finer
than 106 microns in a semi-autogenous grinding (SAG) and ball milling circuit.

The ore is further processed in a flotation circuit consisting of lead flotation followed by zinc
flotation. The majority of the silver will be recovered in the lead flotation circuit and some silver
will also be collected in the zinc flotation circuit. Lead sulfide will be recovered in a one-pass
rougher flotation bank, producing a concentrate that will be upgraded to smelter specifications in
three stages of cleaning. Tails from the lead flotation section will then be conditioned for zinc
sulfide flotation. The process scheme for zinc flotation also includes a rougher bank and three
stages of cleaning to produce smelter-grade zinc concentrates. For both lead and zinc sections,
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the rougher flotation concentrates will be reground to 80 percent finer than 25 microns prior to
cleaner flotation to liberate the values for further upgrading.

Tailing from the zinc flotation circuit will be thickened and then pumped to a conventional
tailing storage facility. Water will be reclaimed from the tailing thickener overflow and from the
supernatant of the tailing storage facility. The reclaimed water is recycled back to the process
plant as process water. In the final half of the mine life, a pyrite flotation circuit will be added to
separate the pyrite from the zinc flotation tailing. The purpose of this circuit is to reduce the acid
rock generating potential of the tailing. The pyrite concentrate will be placed in the central part
of the tailing storage facility where it will remain submerged and un-oxidized after the closure of
the mine.

Lead and zinc concentrates will be thickened, filtered, and stockpiled separately. They will then
be loaded into sealed-top trucks and trucked to the Port of Matarani for ocean shipment to
smelters.
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Figure 1-1: Simplified Process Flow Diagram for the Corani Project
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1.7 ENVIRONMENTAL AND PERMITTING

Due to the mineralogy of the area and the nature of the activities to be carried out, the main
environmental considerations associated with the Project include impacts to surface water and
ground water, in relation to the tailing storage facility and waste rock dumps. In addition, as a
result of historical mining activities, a number of historic environmental liabilities are present on
the project site. These can be resolved, to the extent practical, as the site is developed.

BCM obtained the permits required for the previous field exploration activities and have
identified the permits required for the construction, exploitation and closure phases.

In order to begin construction and mining activities, the main environmental approval required is
an Environmental and Social Impact Assessment (ESIA). Work on this permit process is
underway, including community consultation processes. The ESIA will need to address the
potential environmental impacts of the tailing storage facility and waste rock dumps. A list of
other permits required for each development phase can be found in Section 4.4.

1.8 RECLAMATION AND CLOSURE
181 Objective of Preliminary Closure Plan

A Preliminary Closure Plan has been developed to identify potential and viable measures which
can be implemented during the operation, reclamation and closure period and the post-closure
period at Corani. The measures should alleviate the potential long-term impacts from the mining
operations and minimize long-term liability. It is the intent of the measures to be applied for
reclamation and closure of the project to return the receiving environment to a condition, at
worst, equal to the measured baseline conditions and, to the extent practical, to improve these
conditions.

1.8.2 Project Components

The main project components considered in the preliminary closure plan and for cost estimation
purposes consist of the following.

e The Este, Main and Corani open pit areas;

e Waste rock facilities consisting of the Este dump, Main dump and in-pit backfill areas;
e The surface water management and water collection pond systems;

e The plant facilities and related infrastructure;

e The fresh water dam located in the Quelcaya drainage; and

e The tailing storage facility (TSF).
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1.8.21  Open Pits

As described in the mine plan, portions of the “U-shaped” pit are completed prior to the end of
mining activities. From approximately year 12 through year 18, continued mining within the pit
will produce waste rock which can be used to backfill the deeper portions of the pit and place
material against the lower pit walls. Additional backfilling will be performed after mining
activity has ended.

By backfilling the pit to the elevation of the southern pit rim, the backfill material will become
flooded and sub-aqueous conditions will be established. Under these conditions, the absence of
oxygen will inhibit long-term oxidation of the pit walls and the backfill material to the extent that
long-term issues related to acid rock drainage from these areas will be alleviated. There will be
no pit lakes left within the pit area.

For the exposed backfill areas and pit floor, a layer of inert PMT material will be placed to form
a cover over the potentially acid generating (PAG) backfill. In addition, a layer of bofedal
material will be placed over the pit floor. The mine plan includes the stockpiling of low grade
ore that will be processed following the completion of mining. This will occur over a period of
two to three years during which time the reclamation and closure of the pit area will have been
performed. Water draining from the pit area will be collected and used as makeup water in the
process circuit and pumped with the tailing slurry to the TSF. Following the period of processing
low grade material, active management or treatment of groundwater originating from within the
pit will be required.

1.8.2.2 Woaste Rock Facilities

In addition to the waste rock backfilled into the pit, two WRF areas will be developed: the East
dump and the Main dump. Segregation of the waste rock based on the mineralized (PAG) and
non-mineralized, non-acid generating (NAG) nature of the material will be performed throughout
mining activity. Non-acid generating post mineral tuff (PMT) material will be placed in the East
dump. PAG waste rock will be placed in the Main dump and forms approximately 60 to 70
percent of the material to be placed in the Main dump. The remaining material will consist of
PMT and managed placement of the two materials will be performed within the dump.
Completion of placement of waste rock in both the East and Main waste dumps will occur prior
to the completion of mining in the pit area. Once backfill areas are available in the pit
(approximately year 12) the reclamation and closure of the dumps will be performed.

At the end of operations for the dumps, the upper surface will be graded to shed water to the
sides of the dump and a permanent collection ditch connecting to the groin ditches will be
constructed against the contact with natural ground. During project development the removal of
the soft and organic materials will be performed and the material stockpiled for use during
closure. A layer of these materials will be placed across the dump surface and, over the long-
term, is anticipated to recreate a natural bofedal condition.
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1.8.2.3  Surface Water Management & Water Collection Pond Systems

During project development and operations, a surface water management system will be
developed to route runoff and potentially acidic runoff or waters from areas of disturbance to a
collection pond system. As part of the reclamation and closure activities, a portion of the process
plant previously utilized in the mineral processing will be converted to a water treatment plant.
Water from the management system would be routed to the plant and treated, as necessary, prior
to release to the receiving environment. During the reclamation and closure period, the collection
ditches routing water from various locations around the property would be upgraded to create
low-maintenance erosion resistant channels and ditches for long-term operation during the post
closure period.

1.8.24 Plant Facilities & Related Infrastructure

At the end of the operating life of the processing plant, with the exception of those components
to be utilized in the post-closure water treatment system, the plant would be decommissioned and
demolished. A small amount of infrastructure would be left in place for post-closure use,
including conversion of portions of the plant for water treatment. The main power line and
ancillary equipment utilized during operations would be removed and the cable salvaged. Once
the off-site man camp is no longer required, the camp would be converted to an alternative
beneficial use by a future custodian or local community representative. The main access road and
haul roads left at the end of mining operations that will be required to provide access to the site
and the necessary locations for maintenance and monitoring of the project areas will be reduced
in size to that of similar local roads in the project region. All other haul roads would be removed
by ripping and reclaimed to conditions similar to the surrounding area.

1.8.25 Fresh Water Dam

At reclamation and closure, a permanent spillway will be excavated through the west abutment
of the dam and a stilling basin will be constructed for the Fresh Water Dam. The resulting dam
consists of a potential resource for the downstream communities as a fresh water supply dam and
irrigation water source. Transfer of ownership and operation of the dam to a group of the local
communities or government organizations would be performed following the implementation of
reclamation and closure measures. All operational pumping systems and infrastructure would be
removed.

1.8.2.6  Tailing Storage Facility (TSF)

At reclamation and closure, a spillway will be constructed capable of passing the probable
maximum flood (PMF) event with discharge through the spillway entering the valley
downstream of the main dam to the impoundment surface will be configured such that water
entering the impoundment during the post-closure period runs to the spillway without the
impoundment of a significant volume of water upstream of the dam prior to closure.

At around Year 10 of operations, all tailing entering the impoundment will be de-pyritized in a
supplemental flotation circuit to reduce the residual sulfide levels in the tailing material. The

M3-PN100153
Y = 22 December 2011

Revision 0 10



CORANI PROJECT -«
FORM 43-101F1 TECHNICAL REPORT BEAR CREER

flotation circuit will produce a pyrite concentrate that will be deposited sub-aqueously within the
impoundment.

Access will be possible for light equipment to the impoundment as the impoundment surface;
remote from the spillway area dries and consolidates. Over a period of 2 to 3 years after the
completion of the above steps, the impoundment surface will be progressively covered by a layer
of bofedal material that is to be salvaged from the impoundment footprint and stockpiled prior to
commissioning of the facilities. In the long-term it is anticipated that a natural bofedal will
establish itself on the impoundment surface.

The primary seepage collection system, located at the toe of the main tailing impoundment will
be maintained during the reclamation and closure and post-closure period in order to collect and
monitor the seepage quantity and quality at that point. Similarly, seepage collection systems at
the saddle berms will also be maintained during this period. Initially, water from the seepage
collection system will be recycled into the impoundment or sent to the water treatment plant as
required. It is anticipated, however, that the long-term water quality at the seepage collection
system will develop a chemistry at or better than the baseline conditions.

1.8.3 Monitoring and Maintenance

Monitoring and maintenance of the mine reclamation and closure activities and in the post
closure period will be performed. This will consist primarily of a team of onsite personnel.
Equipment to monitor the reclaimed areas of the project and to perform regular maintenance will
be available for this purpose. The monitoring will include water quality sampling and analyses in
addition to regular inspection of the TSF, WRFs and the pit areas. The required duration of the
monitoring and maintenance is undefined at this time however, a minimum period of 25 years
has been considered.

1.9 PROJECT EXECUTION
191 Overview

The purpose of the Execution Plan is to provide a comprehensive plan for the development and
implementation of the Project. The Execution Plan provides a tactical plan for engineering,
procurement, construction, commissioning and start-up of the plant facilities and infrastructure.

A preliminary execution plan is provided in Section 24.1 which addresses the overall project
including objectives, scope and strategies.

19.2 Project Schedule

A conceptual level EPC schedule was developed to identify critical project milestones. The
following engineering, test work and permitting durations were developed based on consultants
input, client input and historical project data. Construction durations were based on quantities
and man-hours developed in the capital cost estimate:

e ESIA Preparation/Review and Permitting — 17 months
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e Detailed Engineering — 18 months
e Construction — 23 months
e Commissioning and Start-Up — 6 months

The summary Project Schedule shown in Figure 24-1 indicates the critical activities and
milestones.

1.9.3 Objectives

The project would be executed in accordance with the Execution Plan which is designed to
achieve the following objectives:

Conformance to the budget

On-schedule completion

Compliance with project quality standards
Uncompromised safety

Inclusion of Peruvian participation
Environmental compliance

194 Project Management

An internationally experienced EPCM team would be assembled to manage the development of
the project. This team would develop and implement the Project Procedures Manual that would
include the following information:

e Project Management Plan;
Engineering Management Plan;
Procurement Plan;

Logistics and Transportation Plan;
Construction Plan;
Commissioning and Start up Plan;
Quality Assurance Plan;
Environmental, Health and Safety Plan;
Communication Plan;

Project Controls Plan;

Project Schedule; and

Project Close-Out Plan.

195 Engineering

Execution of engineering work would likely take place in North America. Some design
packages, such as roads and power supply could be executed in Peru. The Project engineering
would be developed in two-phases:
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e A Basic Engineering phase that would confirm and expand on the feasibility designs and
initiate the procurement of long-lead equipment items,

e A Detailed Engineering phase that would be carried out by a leading international
engineering company following the completion of the Basic Engineering phase. As detail
engineering designs and quantity take-offs are completed these would be transferred to
the procurement and contracts groups for purchase and contracting and to the
construction team at the project site.

1.9.6 Procurement and Contracting

Due to the location and altitude of the site, pre-fabrication and skid-mounted packages would be
considered to the greatest extent possible. Pre-fabricated modules would be equipped with piping
and valves, wiring and instrumentation to reduce on site labor.

Sourcing of the majority of equipment and materials is expected to be from USA, Canada,
Europe, Chile and China. Some major and minor mechanical equipment and material would be
procured from Peruvian suppliers.

Working with the project construction management team a detailed contracting plan indicating
scope breakdown and contract type will be developed during the project detail engineering
phase.

1.9.7 Construction

The construction management team would manage the site activities of all onsite general
contractors and specialty construction contractors.

Construction of the process plant and infrastructure facilities would be performed by contractors
specialized in the scope of work as described in the Engineering Requests for Proposal (ERFP)
documents. Contracts would be awarded to major construction contractors following competitive
bidding based on bid documents prepared by the engineer.

Specific timing for all engineering work packages and construction ERFP packages would be
included in the project master schedule.

198 Commissioning and Startup

The commissioning and start up team is planned to be an integrated organization of plant start-up
professionals.

Plant start-up would be initiated with the preparation of an overall plan for acceptance testing;
safety; lock-out tag-out; compilation of instruction manuals; and supply of reagents, spare parts
and supplies. Also included is process control system final check-out and training.
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Commissioning includes those activities necessary for an effective transition between
construction and mechanical completion when systems are turned over to the commissioning and
start-up team. These activities include the following:

e Ensure that equipment is operationally ready for start-up (i.e. to accept feed);
e Sequence starting and running of tested logical groups of equipment;
e Wet and dry runs of systems;

e Demonstration of the suitability of the facilities to be ready for processing and
production; and

e Coordinate with and assist the owner to achieve hand over of the completed facilities.
1.10 OPERATING COST ESTIMATE

Mining costs were prepared on a year by year basis with costs varying mostly due to changing
haulage distances. The life-of-mine average mining costs will be $1.42 per tonne of total waste
and ore mined. The process costs are estimated to be $7.91 per tonne of processed ore and the
G&A is estimated to be $1.40 per tonne of processed ore or $11M per year. See Table 1-2.

Table 1-2: Life of Mine Operating Cost

Operating Cost $lore tonne
Mine $3.82
Process Plant $7.91

General Administration $1.40
Smelting/Refining Treatment & Concentrate Transport $5.85
Total Operating Cost $18.99

Note: Total shown in table is inconsistent because of rounding of the inputs
1.11 CAPITAL COST ESTIMATE

The project capital cost estimate has been prepared by three independent engineering companies.
The mining costs were prepared by Independent Mining Consultants of Tucson, Arizona, the
process and portions of the infrastructure capital cost have been prepared by M3 Engineering of
Tucson, Arizona and the Tailing Storage Facility (“TSF”) and remaining infrastructure costs
have been prepared by Global Resource Engineering (“GRE”). The initial startup capital is
estimated to be $574M and the sustaining capital cost is estimated to be $7.2M annually over the
life of mine. The capital costs include detailed long-term plans for tailing dam expansions as
well as ongoing capital (i.e. mine fleet replacement) and mine closure. See Table 1-3.
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Table 1-3: Capital Cost Summary

AREA TOTAL

General Site Including Access Road $ 47,046,501
Mine Capital + Preproduction $ 84,315,000
Primary Crushing $ 15,038,626

Reclaim Stockpile $ 6,381,502
Grinding $ 44,958,665
Flotation and Regrind $ 39,552,771
Concentrate Thickening $ 10,161,130
Tailing Disposal $ 62,288,241

Fresh Water/ Plant Water $ 17,900,934
Power Supply Infrastructure $ 13,873,238

Reagents $ 3,277,208
Ancillaries $ 21,894,455
Off Sites (Camp) $ 13,822,799
Direct Cost| $ 380,511,068

Contractor Indirects $ 11,505,867
EPCM Services $ 47,161,819
Commissioning and Vendor Reps $ 2,489,369
Capital Spare Parts & Initial Fills $ 8,859,561
Owner’s Cost $ 30,771,413
Freight, Duties $ 27,192,086
Indirect Cost| $ 127,980,115
Contingency (Process Plant) $ 59,010,715
Contingency (Mine) $ 6,872,450
Total | $ 574,374,347

Note: Total shown in table is inconsistent because of rounding of the inputs
1.12 EcoNOMIC ANALYSIS

The economic analysis was performed using a Discounted Cash Flow (DCF) which is a standard
industry practice. The key assumptions used for the study are shown in Table 1-4 and establish a
“Base Case”. The table provided the life-of-project averages for grade recovery and these values
vary over the life of the project depending on the head grades and split between mixed sulfide
ore and transition ore.
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Table 1-4: Key Assumptions for the Corani Project — Base Case

Annual ore production — years 1 to end of life (tonnes) 7,875,000
Overall process recovery — silver — into both lead and zinc cons 64.2%
Overall process recovery — lead — into lead cons 71.1%
Overall process recovery — zinc — into zinc cons 51.6%
Total processed tonnes 156,130,000
Average silver grade (g/t) 53.8 g/t
Average lead grade (%) 0.90%
Average zinc grade (%) 0.49%
Payable ounces of silver net of smelter payment terms (total) 160.2 million
Payable pounds of lead net of smelter payment terms (total) 2.1 billion
Payable pounds of zinc net of smelter payment terms (total) 744 million
Overall stripping ratio 1.69to 1
Life-of-mine (mining only) years 18
Life-of-mine (processing) years 20

The results of the economic analysis for the project has an after-tax internal rate of return (IRR)
of 17.6%, net present value of $463 million at 5% discount rate based upon metal prices of
$18.00 per ounce silver, and $0.85 per pound for both lead and zinc.

1.13 MINERAL RESOURCE AND MINERAL RESERVE ESTIMATES

The mineral resources were developed from a computer block model of the mineralization and
the development of a potentially mineable geometry to establish the component of the deposit
with reasonable prospects of economic extraction.

The mineral reserve is a subset of the mineral resource and is comprised of the proven and
probable category ore that is planned for processing over the life of the mine plan. No economic
credit has been applied to inferred mineralization in the development of the mineral reserve.

The detailed economic, process recovery, and slope angle information that was used to define the
mineral reserves and mineral resources are summarized in Sections 14 and 15.

Mineral reserves were developed with metal prices of $18.00/oz silver, $0.85/Ib lead, and
$0.85/lb zinc. The economic cutoff for mineral reserves with those prices is $10.54/tonne NSR
(Net Smelter Return).

Mineral resources were developed with metal prices of $30.00/0z silver, $1.00/Ib lead, and
$1.00/1b zinc. The economic cutoff for mineral resources was $9.20/tonne NSR.
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Table 1-5 summarizes the mineral reserves and the mineral resources in addition to the mineral
reserves.

Table 1-5: Mineral Reserves and Mineral Resources

Mineral Reserves, $10.54/tonne NSR Cutoff Contained Metal
Category Ktonnes | Silver | Lead | Zinc Silver Lead Zinc
Gm/t % % Million Ozs | Million Lbs | Million Lbs
Proven 30,083 66.60 1.041 0.603 64.4 690.4 399.9
Probable 126,047 50.73 0.872 0.467 205.6 2422.6 1,297.7
Proven + Probable 156,130 53.79 0.904 0.493 270.0 3,113.0 1,697.6

Mineral Resouces in Addition to Reserves
$9.20 NSR Cutoff Contained Metal
Category Ktonnes | Silver | Lead | Zinc Silver Lead Zinc
Gm/t % % Million Ozs | Million Lbs | Million Lbs

Measured 10,878 17.50 0.380 0.330 6.1 91.1 79.1
Indicated 123,583 20.80 0.380 0.290 82.6 1,035.3 790.1
Measured + Indicated 134,461 20.50 0.380 0.290 88.7 1,126.4 869.2
Inferred 49,793 30.00 0.464 0.278 48.0 509.4 305.2
Metal Prices: For Mineral Reserve: $18.00/0z Silver, $0.85/Ib Lead, $0.85/Ib Zinc

For Mineral Resource: $30.00/0z Silver, $1.00/Ib Lead, $1.00/Ib Zinc

The mineral resources and mineral reserves were developed by Independent Mining Consultants
(IMC) with John Marek P.E. acting as the qualified person. Metal price changes or significant
changes in costs or recoveries could materially change the estimated mineral resources in either a
positive or negative way. At this time, there are no unique situations relative to environmental or
socio-economic conditions that would put the Corani mineral reserves or mineral resources at a
higher level of risk than any other developing resource in Peru.

1.14 CONCLUSIONS

The Project has an after-tax internal rate of return (IRR) of 17.6%, net present value of $463
million at a 5% discount rate based upon metals prices of $18 per ounce silver, and $0.85 per
pound for lead.

Payable silver production averages 13.4 million ounces per year for the first 5 years. The project
will produce an average of 8 million payable ounces of silver, 105 million pounds of lead and 37
million pounds of zinc annually over a 20 year mine life.

Total cash cost for the first five years is a negative $(0.45)/oz silver, with a mine-of-life cash cost
of $3.66/0z silver, net of base metal credits. The initial capital investment on the project is
estimated to be $574 million with sustaining capital expenditures during mine operations
averaging $7.2 million per year over the 20 year mine life. The project achieves payback of
capital in 3.8 years using base case metal prices.
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The FS is based upon assumptions derived from mine planning sequences completed by IMC
and metallurgical test work performed by SGS Laboratories in Vancouver, BC and reviewed by
Blue Coast Metallurgy. The mining sequence primarily derives ore from the higher-grade starter
pits in the early years and moves to lower-grade areas in the later years of production.
Operations are for 20 years based on current reserves.

In the mine sequence, only 270 million ounces contained within 156 million tonnes have been
used as reserves in this plan. An additional 134 million tonnes of measured and indicated
resource (containing 88.7 million ounces of silver at 20.5 g/t) and 49.8 million tonnes of inferred
resource (containing 48.0 million ounces of silver at 30g/t) remain that could be included in later
plans of operations. About 89% of these resources are mixed sulfide and transition material
peripheral to the reserve pit. About 11% are contained within oxide mineralization, which
outcrops at surface.

1.15 RECOMMENDATIONS
1.15.1 Plant Relocation

More geotechnical tests are required to finalize the location of the mill and surrounding facilities.
Geotechnical studies so far completed suggest that a minor relocation or repositioning of the
plant may be required to minimize foundation work costs.

1.15.2 Gold Zone

For the Gold Zone, a program of metallurgical testing should be undertaken to establish an
appropriate recovery method and costs and then a mineral resource should be calculated for this
area.

1.15.3 Mining and Modeling

IMC recommends that the rock density data should be characterized by mineral ore type to
determine if there is a better method for applying rock density in future model estimates. Also
the scatter or variability in check assays and standards should be examined in more detail to
better explain the variability in the data.

1154 Metallurgy

The primary mesh of grind for the Corani ore needs to be studied further. While the mill design
was based on a grind of 106 microns, recent metallurgical tests show that some ore types may
require finer or coarser grinds. In addition, overgrinding of heavy minerals by grinding mills in
closed circuit with cyclones may allow a coarser grind during actual operation.

Other metallurgical aspects that merit further investigation include benchmarking of flotation test
results to actual operations, improvement of zinc and silver recoveries to the zinc concentrate,
grindability tests to determine variability of the ore during the life of mine, and optimization of
the cost and performance of the inert grinding media required for the process.
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1.15.5 Process Plant Design

MetSim mass balance simulations will need to be repeated once benchmarked recoveries and
concentrate grades are available. This will allow optimization of size selections for pumps, pump
boxes, pipes and flotation cells.

A few pieces of equipment were designed based on typical industry parameters. Better design
accuracy can be achieved if experimental measurements of these parameters are conducted.
These include regrind work indices, better estimates of regrind feed size distribution in the
regrind mills, thickener settling rates for both tailing and concentrates, and laboratory filtration
rates for concentrates.

1.15.6 Environmental and Social

Given the mineralogy of the area, water management is a key environmental consideration.
Potential impacts to surface water and ground water in relation to the tailing storage facility and
waste rock dumps should be thoroughly assessed and mitigation and management programs
developed.

An environmental liability closure plan will be developed and the environmental liabilities will
be resolved as the mine is developed.

1.15.7 Other Recommendations

During the course of the work on this Project, the contributors have developed several
recommendations for future consideration and execution by BCM, including:

e Further development of the project should proceed with basic engineering to better define
and optimize the arrangement of facilities and to confirm equipment sizing and selection.

e M3 recommends that BCM start talks with prospective lead and zinc smelters to improve
estimates for smelter treatment and refining charges, payable rates, transport costs,
specifications, and others. The smelters may request BCM to submit samples of typical
concentrates that the Corani plant will produce.

e The capital cost estimate is based on budgetary quotes for equipment. Capital cost
reduction is possible with the negotiation of firm purchase orders.

e With recent worldwide financial events, the used equipment market is emerging
again. Consideration should be given to the purchase of used process equipment.
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2.1 PURPOSE

Bear Creek Mining Corporation (BCM) commissioned M3 Engineering and Technology
Corporation (M3) to produce this National Instrument 43-101 Technical Report (Report) for the
Corani Project (Project) in the Region of Puno, Peru. This Report is based on the outcomes of an
engineering study completed by several authors (described below) to Feasibility Study (FS)
standards.

The Project includes grinding and flotation of mixed sulfide, and transitional ores, for proven and
probable Mineral Reserves containing 270 million ounces of silver, plus 3.1 billion pounds of
lead and 1.7 billion pounds of zinc over a period of 20 years.

This Report was prepared in conjunction with an updated NI 43-101 resource estimate completed
by Independent Mining Consultants, Inc. (IMC), a consulting company based in Tucson,
Arizona. The Report has been prepared in accordance with “Form 43-101F1, Technical Report”
of the Canadian Securities Administrators National Instrument 43-101 (NI 43-101).

A scoping level study was completed in 2008 for the Project and a pre-feasibility level study in
2009. Items covered included preliminary mine planning leading to an estimate of “potentially
mineable mineral resources”, site investigations, flow sheet development based on the available
metallurgical test work, and cash flow projections.

Since the scoping studies BCM has completed further exploration and a number of studies have
been undertaken to progress the understanding of the Project to a Feasibility Study standard. The
Feasibility Study incorporates an updated resource estimation and mine design performed in
October 2011 by IMC based upon 93,577 meters of drilling and sampling in 544 diamond drill
holes and trenches completed through May of 2009. The studies have included revision of the
resource and reserve estimates, open pit (Pit) optimization and Pit design, metallurgical test work
and process design, preliminary geotechnical/hydrological investigations and design for mine
waste management and infrastructure, estimates of capital and operating costs, and assessment of
the economics to develop the project as an open pit mine and process plant. The information
available to November 2011 provided the basis for this Report.

2.2 SOURCES OF INFORMATION

This Report is the product of technical contributions from a number of consultants; together with
BCM personnel. Listed below are the primary “Qualified Persons” (as defined in the National
Instrument 43-101) that compiled different sections of the report. Table 2-1 describes the
primary contributors by section.

e Daniel H. Neff, P.E., of M3 will be the principal Qualified Person (“QP”) and author of
the study.

e Artlbrado, Ph.D., of M3 is the co-author of the study.
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e John Marek, P.E., Consulting Mining Engineer, Independent Mining Consultants, Inc
(IMC);

e Chris Martin, C.Eng., Blue Coast Metallurgy, Ltd. (Blue Coast);
e Chris Chapman, P.E., Global resource Engineering (GRE).
e Edmundo Laporte-Ramirez, ESCI, LLC as qualified person for Walsh

e Marc Leduc, P.Eng., Bear Creek Mining
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Table 2-1: List of Contributing Authors

SECTION SECTION NAME COMPANY RESPONSIBLE PARTY
1 Summary Msv‘vglle & Cazglrila?: ,F\’leéf; Edn?S:;o
Laporte-Ramirez, P.E.
Introduction M3 Daniel H. Neff, P.E.
Reliance on Other Experts M3 Daniel H. Neff, P.E.
4 Property Description and Location M3 & Walsh Daniiggérl\tl:f;é;n.qliei’EPdEundo
5 Acclt-:'ns]:f;i;:;itlirtl}/c,;tlCJ)rI::_)me\j‘tne(i ;?]Cal. Resources, M3, GRE & Ca:giri!:,' I’;I?Eﬁ 8? Edngzrqzo
’ ysiography Walsh Laporte-Ramirez, P.E.
6 History IMC John Marek P.E.
7 Geological Setting and Mineralization IMC John Marek P.E.
8 Deposit Types IMC John Marek P.E.
9 Exploration IMC John Marek P.E.
10 Drilling IMC John Marek P.E.
11 Sample Preparation, Analyses and Security IMC John Marek, P.E.
12 Data Verification IMC John Marek, P.E.
13 Mineral Processing and Metallurgical Testing Blue Coast Chris Martin, C. Eng.
14 Mineral Resource Estimates IMC John Marek, P.E.
15 Mineral Reserve Estimates IMC John Marek, P.E.
16 Mining Methods IMC John Marek, P.E.
17 Recovery Methods M3 Art S. Ibrado, Ph.D.
18 Project Infrastructure M3 & GRE Danielc;ég;:’n?isé Chris
19 Market Studies and Contracts M3 Daniel H. Neff, P.E.
o | Ervronmenta S ermiind S0l | waisns.ore | EATyo Lapore Ramies, P E
Daniel H. Neff, P.E., John
21 Capital and Operating Costs M3, IMC & GRE | Marek, P.E. & Chris Chapman,
P.E.
22 Economic Analysis M3 Daniel H. Neff, P.E.
23 Adjacent Properties IMC John Marek, P.E.
24 Other Relevant Data and Information M3 Daniel H. Neff, P.E.
25 Interpretation and Conclusions M3 Daniel H. Neff, P.E.
26 Recommendations All Daniel H. Neff, P.E.
27 References M3 Daniel H. Neff, P.E.
Abbreviations: ALL — All QP Contributors;  IMC — Independent Mining Consultants, M3 — M3 Engineering & Technology

Corporation, Blue Coast — Blue Coast Metallurgy, Ltd.

Note: Where multiple authors are cited, refer to author certificate (Appendix A) for specific responsibilities.
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This Report has been compiled for BCM by M3. The Report is based on information and data
supplied to M3 by BCM and other parties. M3 has relied upon the data and information supplied
by the various qualified persons listed above as being accurate and complete.

M3 and the other authors have relied on information provided by BCM and on information
provided in a previous Technical Report prepared by Allan V. Moran, R.G., C.P.G. of SRK
Consulting (U.S.) Inc. during March of 2006 and the Technical Report produced by Vector in
2009. Where possible, M3 has confirmed the information provided by comparison against other
data sources or by field verification.

Where checks and confirmations were not possible, M3 has assumed that all information
supplied in the previous technical report is complete and reliable within normally accepted limits
of error. During the normal course of the review, M3 has not discovered any reason to doubt that
assumption.

This Report conforms to the standards of a Feasibility Study and a N143-101 Technical Report.
This Report, based on the work completed to date, is intended to summarize the work performed
to date on the Project and to evaluate the economics of the plant operating at 22,500 MTPD. The
study sets forth conclusions and recommendations, based on M3’s experience and professional
opinion, which result from their analysis of work and data collected.

In accordance with the feasibility nature of the Report, M3 and the other contributors have used
estimates and approximations based on experience and expertise. Where such estimates and
approximations have been used, it is so noted and the assumptions made in making such
estimates and approximations are so noted.

This Report should be construed in light of the methodology, procedures and techniques used for
its preparation, and should be read in original context - all readers should refer to referenced
documents for clarification of the original context.

2.3 SITE VISIT & PERSONAL INSPECTIONS

The following site visits were made by the groups and individuals listed below. Chris Martin,
C.Eng., of Blue Coast Metallurgy, Ltd., has not visited the site but has visited SGS Vancouver on
several occasions where most of the metallurgical test work has been performed.

Daniel H. Neff, of M3 Engineering and Technology, visited the Project site from December 8 to
9, 2010. The primary focus of the site visit was to observe firsthand the project site and gain an
understanding of potential issues related to the general infrastructure, mine access road, process
plant location options and availability of services required for plant operation.

John Marek, of Independent Mining Consultants, Inc. visited the project site from during the
week of 10 July, 2006 to observe firsthand the project site, observe drilling/sampling/logging
practices, and to examine available drill core. In addition, available reports, cross sections,
geologic interpretations and other relevant geologic data were reviewed and discussed with BCM
geology personnel.
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Chris Chapman, PE, of Global Resource Engineering Ltd. visited the project site on six
occasions from November 2010 to November 2011. Mr. Chapman was responsible for
management of the feasibility study geotechnical and environmental site investigation programs,
which were ongoing at the time of this report.

Other BCM and consultant personnel have made visits to the site. In summary, the following
groups have made site visits, including Qualified Persons and others:

e M3
0 December 8-9, 2010 by Dan Neff, Andy Gonzales, and Art Ibrado
e IMC
0 July 10, 2006 by John Marek
e Walsh
0 Aug 2010 by Omar Mendoza, a civil engineer (colegiado), that worked on
environmental liabilities.
o0 Aug 2010, Mar 2011 by Pedro Uipan, a biologist (colegiado), that worked on the
biological baseline information.
0 Aug 2010, Oct 2011 by Carlos Huatuco, an agronomist (colegiado), who worked
on the physical baseline
e GRE
o Nov 2010, March 2011, June 2011, July 2011, Aug 2011, Nov 2011 by Chris

Chapman. March, 2011 and August, 2011 by Chris Chapman and Rob Dorey.

24 TERMS OF REFERENCE

The units of production in this report are metric unless otherwise noted. Production is in tonnes
(t). All monetary amounts are in 4™ Quarter 2011 US dollars along with other variables such as
the price of silver, lead and zinc, unless otherwise noted.

Table 2-2: List of Acronyms

Abbreviation | Definition
ARD Acid Rock Drainage
BCM Bear Creek Mining Corporation
CCR Central Control Room
CERTAG Silver Value from Assay Certificate

CIF FO Cost Insurance & Freight Free Out
DCS Distributed Control System
EDO Emulsified Diesel Qil
EPC Engineering Procurement and Construction

EPCM Engineering Procurement and Construction Management
ESIA Environmental and Social Impact Assessment
FS Feasibility Study
GA General Arrangement
GFA General Facilities Arrangement
GRE Global Resource Engineering Ltd.
IGV Impuesto General a las Ventas (Peruvian value added tax)
IMC Independent Mining Consultants, Inc. (Tucson, Arizona)

INACC Instituto Nacional de Concesiones y Catastro Minera
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Abbreviation | Definition
IRR Internal Rate of Return
M3 M3 Engineering & Technology Corporation
MINEM Ministerio de Energia y Minas

NAG Non-acid generating

NPV Net Present Value

NSR Net Smelter Return

PAG Potentially Acid Generating

PDS Power Distribution Center
PE Plan of Execution

PEA Preliminary Economic Assessment

PFS Prefeasibility Study

PMT Post Mineral Tuff

QEMSCAN | Quantitative Evaluation of Minerals by SCANning electron microscopy.
RDi Resource Development, Inc. (Wheat Ridge, Colorado)
ROI Return on Investment
SAMPNO Sample Number
SOW Scope of Work
TSF Tailing Storage Facility
Vector Vector Peru S.A.C. (Lima, Peru)
WRF Waste Rock Facility

Table 2-3: Glossary

Term Definition
Bofedal Organic soil found in the wet areas in the central parts of the valley
Campesino A term in Spanish meaning farmer.

Decant pond

Body of supernatant water that has separated from the tailing solids (process
water), plus any rainfall runoff collected on the tailing storage facility.

Quebrada

A term in Spanish, meaning gorge, valley or draw.

Supernatant water

Process water that has separated from the tailing solids in the tailing storage
facility.

Tailing Finely ground materials from which the desired mineral values have been largely
extracted. Typically, approximately 98 per cent of the material mined for
processing is discharged as tailing.

Waste rock Material such as soils, barren or uneconomic mineralized rock that surrounds a
mineral ore body and must be removed in order to mine the ore. This is generally
referred to as waste rock in metalliferous mines.

Table 2-4: Units of Measure
Unit
Abbreviation | Definition

Ag Chemical Symbol for Silver
cm centimeter

d day
dmt dry metric tonne

ft foot

g gram

g/t gram per tonne (metric)
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Unit
Abbreviation | Definition
gm/t gram per tonne (metric); alternate
spelling
h hour
ha hectare
hp horsepower
kg kilogram
kg/t kilogram per tonne (metric)
km kilometer
kph kilometers per hour
kt kilotonne
ktpy kilotonnes per year
kW kilowatt
kWh kilowatt hours
kWh/t kilowatt hours per tonne (metric)
Ib pound
m meter
m’ square meter
m° cubic meter
min minutes
mm millimeter
opy ounces per year
0z ounces
Pb Chemical Symbol for Lead
t tonne (metric)
tpd tonnes (metric) per day
tph tonnes (metric) per hour
tpy tonnes (metric) per year
um micrometer
wmt wet metric tonne
Zn Chemical Symbol for Zinc
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3 RELIANCE ON OTHER EXPERTS

The contributors to this report have, in the preparation of this report, relied upon certain reports,
opinions and statements of other experts, i.e. persons that are not considered an independent
“Qualified Person”, and the technical data, information and reports listed in Section 27.

In cases where the M3 Feasibility Study author, Dan Neff, P.E., Qualified Person, has relied on
contributions of the Qualified Persons listed in Appendix A, the conclusions and
recommendations are exclusively the Qualified Persons’ own. The results and opinions outlined
in this report that are dependent on information provided by Qualified Persons outside the
employ of M3 are assumed to be current, accurate and complete as of the date of this report.

Reports received from other experts have been reviewed for factual errors by BCM and M3.
Any changes made as a result of these reviews did not involve any alteration to the conclusions
made. Hence, the statements and opinions expressed in these documents are given in good faith
and in the belief that such statements and opinions are not false and misleading at the date of
these reports.

M3 has not reviewed the drilling results, the pit design, the status of the mining claims, or the
land and incorporation documents.

The metal prices utilized for the Base Case financial analysis are set at the consensus price deck.
Metal prices change rapidly. There is no guarantee that the costs and financials presented herein
will be accurate.

Mining is a risky business. The risk must be borne by the Owner. M3 does not assume any
liability other than performing this technical study to normal professional standards.

3.1 MINING CONCESSIONS

On March 15, 2007, BCM and Rio Tinto Mining and Exploration Ltd. ("Rio Tinto") executed a
definitive option and shareholders’ agreement (the "Option Agreement") in respect of the Corani
Property.

On February 3, 2011, BCM entered into an additional amendment agreement (the "2011
Amendment Agreement"); accordingly, BCM has paid the entire obligation for its 100% interest
in the Corani project.

A title opinion dated 21 October 2011 was prepared by Estudio Grau Abogados (Estudio Grau,
2011) with respect to the mining concessions on the Project property. The opinion stated that the
claims are in good standing and that BCM owns the title. M3 is relying on this opinion with
regard to the status of the mining claims and has not performed any other review on the subject.

3.2 GEOLOGY AND RESOURCE DEFINITION

Geological characterization of the Corani deposit has been developed by IMC as described in
sections prepared by IMC in this report.
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3.3 RESERVES AND MINE ENGINEERING

The reserve and mine engineering section of the study was performed under the responsibility of
IMC.

3.4 METALLURGY AND PROCESS ENGINEERING

The latest metallurgical program for the Corani Deposit was developed by Blue Coast
Metallurgy after a thorough review of previous metallurgical test results. The latest flotation test
results became the basis for the flotation plant design criteria. M3 developed the detailed flow
sheets, designed the process plant layout, and sized mill equipment based on the metallurgical
test results, parameters and criteria provided by Blue Coast.

3.5 POWER SUPPLY

Further information regarding power supply and costs (existing and purposed) can be found in
the report titled “PFS, Corani Project, Power Supply for the Corani Project, Technical Report”,
(Pepsa, 2009) prepared by PEPSA Tecsult - Proyectos Especiales Pacifico S.A.

In addition, PROMOTORA and M3 updated the above mentioned report and developed in more
detail the power supply infrastructure for this study.

3.6 ENVIRONMENTAL AND PERMITTING

The environmental permitting section of this report has been prepared by Walsh Peru S.A. The
preliminary Closure Plan that identify potential and viable measures to be implemented during
the operation, reclamation and closure phases, as well as the post-closure period have been
developed by GRE.

3.7 PROJECT INFRASTRUCTURE

The plant site and related facilities were designed by M3. The tailing storage facility, waste rock
facilities, and fresh water dam were developed by GRE. GRE also developed the concepts for
waste handling and water management.

3.8 GEOTECHNICAL

Anddes Asociados S.A.C. carried out geotechnical site investigations and laboratory testing.
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4 PROPERTY DESCRIPTION AND LOCATION
4.1 LOCATION

The Project site is located in the Andes Mountains of south-eastern Peru at elevations of 4800 to
5100 meters above sea level (masl), specifically within the Cordillera Vilcanota of the Eastern
Cordillera. The site is located in the Region of Puno, immediately northeast of the continental
divide that separates Pacific drainages from Atlantic drainages. The site location is
approximately 160 km in a direct line to southeast of the major city of Cusco, with Universal
Transverse Mercator (UTM) coordinate ranges of 312,000E to 322,000E and 8,443,000N to
8,451,000N. Figure 4-1 illustrates the general location on the map of Peru. The nearest town of
significant size and infrastructure is Macusani, which is located around 30 km to the east of the
Project.
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Fiure 4-1: Corani Project Location in Peru
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4.2 MINERAL TENURE
421 Summary

The land status of the Project is a series of twelve mineral claims or concessions. Mineral
concessions in Peru are filed with the Instituto Nacional De Concessiones Y Catastro Minera
(INACC) which is part of the Ministerio de Energia y Minas in Peru (MINEM). Claims can vary
in size from 100 to 1,000 ha. They are rectangular geometries parallel to the UTM grid system
employed in the district. The Corani Project is located in the districts of Corani, Macusani and
Nufioa, provinces of Carabaya and Melgar, department of Puno, in Peru, and covers an aggregate
extent of 5,180.1213 hectares.

4.2.2 Purchase Agreements

On March 15, 2007, the Company (BCM or “Bear Creek”) and Rio Tinto Mining and
Exploration Ltd. ("Rio Tinto") executed a definitive option and shareholders’ agreement (the
"Option Agreement”) in respect of the Corani Property. The Option Agreement formally
defines and confirms the terms as set out in the Letter of Understanding signed between the
parties on January 19, 2005. Refer also to "Mineral Projects — Corani Silver-Zinc-Lead
Property".

On January 15, 2008, the Company made the final US$3 million payment to Rio Tinto under the
Option Agreement, resulting in the Company owning 70% of the Corani Property, subject to
certain success payments, purchase rights provisions, and claw-back rights as previously
disclosed. Under the terms of the Option Agreement, upon Bear Creek earning its 70% interest,
the parties were required, within 100 days of January 15, 2008, to enter into a joint venture
agreement, with Rio Tinto having a 30% interest, and dilution provisions for each party which
conform to industry practices.

On March 6, 2008, Bear Creek entered into an agreement (the "Purchase and Sale Agreement")
with Rio Tinto, which was subsequently amended, as described below, to purchase Rio Tinto’s
remaining 30% interest in the Corani Project and extinguish all of Bear Creek’s future payment
obligations, royalties and Rio Tinto’s back-in rights under the Option Agreement. Bear Creek
agreed to pay Rio Tinto US$45 million and to issue Rio Tinto 3,871,000 common shares as
follows: (i) 3,871,000 Bear Creek common shares which were issued on July 16, 2008; (ii)
US$5 million in cash payable by December 31, 2008; (iii) US$15 million in cash payable by the
earlier of December 31, 2008 or 15 business days following a change of control of the Company;
and (iv) US$25.0 million in cash payable on the earlier of December 31, 2009 or 180 days
following a change of control of Bear Creek.

On July 17, 2008, the Company amended the terms of the Purchase And Sale Agreement and
agreed to issue an additional 120,000 common shares to Rio Tinto, in consideration for which
Rio Tinto extended US$15 million of the US$20 million cash payment which has been required
to be made under the Purchase And Sale Agreement by the earlier of December 31, 2008 and 15
business days following a change of control of the Company, to the earlier of September 30,
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2009 and 90 days following a change of control of the Company. This increased the number of
common shares issuable to a total of 3,991,000 shares.

On February 27, 2009, the Company entered into an amendment agreement (the "Amendment
Agreement”) with Rio Tinto with respect to its purchase of Rio Tinto’s remaining 30% interest
in the Corani Project. Under the Amendment Agreement, Rio Tinto agreed to restructure the
final two cash payments of US$15 million previously due on September 30, 2009 and US$25
million previously due on the earlier of December 31, 2009 or 180 days following a change of
control of Bear Creek. In consideration for deferring the majority of these payments out several
years, the purchase price increased from US$75 million to US$77.2 million, representing an
increase of US$2.2 million, of which US$36.1 million had been already paid in shares or cash.
The restructured remaining payments were then:

e US$10 million due 30 September 2011; and
e US$15 million due 30 June 2012.

Bear Creek agreed to make the following additional payments in consideration for the
restructuring payable in either cash or shares, at the option of Bear Creek:

e US$1.1 million upon signing of the Amendment Agreement or as soon thereafter as TSX-
V acceptance was received, which was paid on March 11, 2009 by the issuance of
1,021,266 shares of Bear Creek; and

e US$1.1 million cash, which was paid on January 10, 2011.

Additionally, the Amendment Agreement immediately removed the accelerated payment
condition upon change of control of Bear Creek. The Amendment Agreement also provided for
the reduction of the security against the balance of the payments, to security charging only the
Corani Property upon completion of US$10 million.

On February 3, 2011, the Company entered into an additional amendment agreement (the 2011
Amendment Agreement”) whereby Rio Tinto agreed to accept a final payment of US$23
million in lieu of and in full satisfaction of the remaining two cash payments of US$10 million
due on September 30, 2011 and US$15 million due on June 30, 2012. Accordingly, the
Company has paid the entire obligation for its 100% interest in the Corani project early and
received a discount of 8% of the balance of the required payments for doing so.

This final payment extinguished all security interests, share pledges and other encumbrances that
Rio Tinto held over the Corani Project and Company’s other assets. Copies of the Purchase and
Sale Agreement, the Amendment Agreement and the 2011 Amendment Agreement may be
obtained under the Company’s profile on the SEDAR website (www.sedar.com).

423 Claim Status

According to Estudio Grau (2011), BCM and its subsidiaries own 100% of the title to the twelve
(12) mineral concessions comprising the Corani Project, listed in Table 4-1.
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Table 4-1: Corani Project Mining Concessions

Identification | Available Extent

Name Code (Hectares)
Corani | 010289403 300.0000
Corani Il 010289503 300.0000
Minazpata 1 010289203 1000.0000
Minazpata 2 010289303 300.0000
Minazpata 3 010038904 1000.0000
Minazpata 4 010357604 159.8808
Corani 100 010251005 5.0000
Corani 200 010251105 21.9730
Chaupitera 010250805 800.0000
Pacusani 010250905 900.0000
Corani 5 010068505 93.2601
Corani lll 010021905 300.0074

Estudio Grau (2011) states that:

1. The twelve (12) mineral concessions comprising the Corani Project are valid and in good

standing.

They were validly applied for and granted title to concession by the competent
governmental authority.

Each of the twelve (12) mineral concessions comprising the Corani Project is designated
metallic as a mineral concession and allows its titleholder or lessee the exclusive right to
explore and exploit all metallic minerals located within their internal boundaries. These
mineral concessions are separate from the surface rights.

The mineral concessions comprising the Corani Project have been granted to the
titleholders for an indefinite period of time, provided that maintenance obligations,
including license fee payments, minimum production, investment and/or payment of
applicable penalties are attained when due. The year 2028 is the current legal absolute
limit as to when production needs to occur with respect to the mineral concessions
comprising the Corani Project, failure to do so will cause their termination or expiry. The
mineral concessions comprising the Corani Project will therefore remain valid through
the maximum legal deadline to be put into production as long as the titleholder or lessee
continues complying with annual license fee payments, qualified investments and/or
applicable penalties.

Figure 4-1 shows the location of the project within Peru. Figure 4-2 shows a map of the Corani
mineral concessions within the area.
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Figure 4-2: Map of Corani Mineral Concessions
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4.2.4 Maintenance Obligations

According to Estudio Grau (2011), the twelve (12) mineral concessions comprising the Corani
Project are subject to compliance with the payment of annual license fees in the amount of
US$3.00 per hectare (“License Fees”).

The mineral concessions comprising the Corani Project are also subject to compliance with
either of the following alternative obligations: minimum required levels of annual production of
at least US$100 per hectare in gross sales (“Minimum Production”); or payment of an additional
amount referred as a Penalty of US$6.00 per hectare for the 7" through 11" year following the
granting of the concession, and of US$20.00 per hectare thereafter; or exploration expenditures
of 10 times the Penalty. Compliance with one of these three (3) maintenance obligations,
together with timely payment of License Fees, are required to keep them in good standing.

Failure to comply with License Fee payments or Penalty payments for two (2) consecutive years
causes the termination of the mineral concessions.

Table 4-2 below shows the projected annual amounts for each of the alternative maintenance
obligations to be complied with to keep the Corani Project in good standing from 2011 through

2014:

Table 4-2: Corani Mineral Concession Maintenance Obligations

Alternative Annual Maintenance Obligations
Annual License Years 2012-2014
Fees Minimum Minimum Penalty Payment
Mineral Years Production in Exploration Payable from
Concession 2011-2014 gross sales Expenditures 2012 onwards
(US$) (US$) (US$) (US$)
Corani | 900.00 30,000.00 18,000.00 1,800.00
Corani ll 900.00 30,000.00 18,000.00 1,800.00
Minazpata 1 3,000.00 100,000.00 60,000.00 6,000.00
Minazpata 2 900.00 30,000.00 18,000.00 1,800.00
Minazpata 3 3,000.00 100,000.00 60,000.00 6,000.00
Minazpata 4 479.64 16,000.00 9,592.85 959.28
Corani 100 15.00 500.00 300.00 30.00
Corani 200 65.92 2,197.30 1,318.38 131.84
Chaupitera 2,400.00 80,000.00 48,000.00 4,800.00
Pacusani 2,700.00 90,000.00 54,000.00 5,400.00
Corani 5 279.78 9,326.01 5,595.61 559.56
Corani lll 900.02 30,000.74 18,000.44 1,800.04
Total 15,540.36 518,012.13 310,807.28 31,080.72

M3-PN100153
22 December 2011
Revision 0 35

m



CORANI PROJECT -«
FORM 43-101F1 TECHNICAL REPORT BEAR CREER

425 Other Encumbrances

According to Estudio Grau (2011), other registered liens and encumbrances for the property
include the following:

1. The twelve (12) mineral concessions comprising the Corani Project are subject to a first
ranking mining mortgage, in favor of Rio Tinto Mining and Exploration Limited. (See
point 3 below, as this mortgage is in the process of being officially removed).

2. This first ranking mining mortgage was granted on 16 July 2008, and is duly registered
with the Peruvian Public Registry.

3. The secured obligations under the above mentioned Mining Mortgage Agreement have
been duly fulfilled and performed. Nevertheless, the cancellation of the mining mortgage
is pending to be formalized, at which time the mortgage to Rio Tinto will be eliminated.

4. The mineral concessions comprising the Corani Project are not subject to any kind of
contractual royalty. However, in accordance with Peruvian law, once in production, they
will be subject to legal royalty now levied on the “operating profit” obtained by the
mining agents in each quarter (calendar), through a sliding scale, which starts in 1% and
reaches up to 12%, on the basis of the operating margin registered during the respective
quarter. The amount effectively paid as royalty is deductible as an expense for the
corporate Income Tax.

4.3 ENVIRONMENTAL LIABILITIES

Historical mining activities have been carried out in the vicinity of the proposed mine and
associated facilities. The history of the Project site including ownership, and any known mineral
exploration and production, are described in Section 6 of this report.

In accordance with Peruvian Law 28271, generators of environmental liabilities are responsible
for remediation activities. Therefore, if historical environmental liabilities are defined,
responsibility for these lies with the generator; however BCM can assume responsibility for them
in order to expedite the development of the site.

In December 2010, Walsh undertook an environmental-liabilities study in order to declare to the
Ministry of Energy and Mines (MINEM) the existence of liabilities left from previous mining
activities. These previous mining activities have left excavations, stopes, test pits, and mine
portals on the site. During the study site visit, the location of each liability (either previously
known or discovered during the study) was inventoried and registered with the MINEM. A total
of 141 liabilities were recorded, however it is possible there are others. A number of the
environmental liabilities are located within the boundaries of proposed project components;
therefore, in order for groundbreaking and or development activities to occur, BCM will need to
assume responsibility for these.

Environmental liabilities associated with development of the property (past and future) are
managed through an Environmental Closure Plan or Plans. Environmental Liabilities Closure
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Plan or Plans will need to be prepared in accordance with the guidelines established by the
General Directorate of Mining Environmental Affairs (DGAAM) of the MINEM and then
approved by the same agency. Failure to disclose liabilities and/or comply with approved plan
can result in fines and charges.

4.4 PERMITTING

BCM obtained the permits required for the previous field exploration activities and have
identified the permits required for the construction, exploitation and closure phases. An outline
of the national, territorial and municipal legislation, and the associated approvals and permits
which apply to the Project has been already compiled and referenced in a previously filed
technical report (Vector Peru, 2009). It is considered that there has not been any material change
in the permit requirements, notwithstanding some changes to the project description. Table 4-3
presents a summary of the permits required.
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Table 4-3: Summary of Permit Requirements by Phase

CONSTRUCTION | EXPLOITATION CLOSURE

ESIA (modifications through the life of the mine may apply) X

Certificate of Mining Operations (for explosives use purposes)

Positive technical opinion of DIGESA (for the construction of
landfills outside the area of mining concessions)

Closure Plan (modifications through the life of the mine may
apply)

Certificate of Non Existence of Archaeological Remains —
CIRA

Surface water use license

Groundwater use license

Sanitary authorization for wastewater treatment system and
discharge

Sanitary authorization for drinking water treatment system

Fuel Direct Consumer’s favorable technical report

Registration as a direct consumer of liquid fuels - fixed or
mobile facilities

Autharization for eventual explosives use

Explosives shack operation license

License for explosives handlers

Autharization for explosives transportation

Identification code for users of Restricted Chemicals

Verifying deed for the purchase and transportation of 1QPFs
used by companies

Autharization for opening Special Registry of IQPFs

Incorporation in the Unique Registry for IQPFs

Monthly reports of IQPF Special Registry

Annual Opinion for making, marketing, and warehousing
explosives of civilian use and related goods

Definitive Concession for energy transmission line

Individual license for radioactive facilities” handling

Installation license for the operation of fixed nuclear measuring
equipment

Transportation Guide of hazardous materials and wastes

Insurance for transportation of hazardous materials and wastes

Certification of transportation personnel

Registry for ground transportation

XXX XX XXX X |X|X[X]| X [ X[X[X|X[X] X [X|X| X [X|X| X | X | X [X

Special drivers license

Beneficiation Concession X
Authorization to start operation X
Posting Financial Assurance X
Final Closure Plan (2 years before final closure) X
Final Closure Certificate (“Exit ticket™) X

The main environmental approval required in order to begin mining activities is an
Environmental and Social Impact Assessment (ESIA). This assessment process relies on a
degree of certainty in relation to the project description and, therefore, it is usually undertaken
when sufficient technical detail is available for the elaboration of a feasibility study, with the two
being developed concurrently.
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The first phase of the ESIA is the collection of appropriate baseline data from the project site and
other potentially impacted areas. BCM has completed the physical and biological baselines in
accordance with Peruvian ESIA regulations. The social baseline is currently under contract and
the field collection phase will begin in the following months. The next phase in the development
of the ESIA is the social and environmental impact analysis and development of a
comprehensive environmental and social management plan. BCM has prepared a scope of work
for the preparation of the ESIA documents required to obtain approval from the MINEM, the
designated approving authority. The scope of work includes the following:

e The development of a detailed project description including provision for collaboration
between environmental specialists and the mine design team.

e Alternatives analysis.
e Environmental and Social Baseline including revision of existing information.

e ldentification and Analysis of potential and anticipated, environmental, social and
archaeological impacts resulting from each Project phase.

e Development of impact mitigation and management methods presented as a
comprehensive Environmental and Social Management Plan

e Environmental Cost-Benefit Analysis

e Provision of community consultation services including community workshops and
public hearings and the development of a community relations plan

In addition to an approved ESIA, a certificate of the non-existence of Archaeological remains is
required prior to ground breaking activities. This is usually applied for concurrently with the
ESIA. The archaeological baseline report, developed in September 2011, indicates that no
archaeological remains were discovered. However confirmation of this is required by the
Ministry of Culture.

The statutory timeframe for approval of the ESIA is established as a maximum of 120 days from
the time of submission. This accounts for time required for MINEM to request further
clarification (observations) if required and for the applicant to respond. However, in practice the
time for approval is highly variable and could take between 6 and 12 months.
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5 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE
AND PHYSIOGRAPHY

51 ACCESSIBILITY

Existing access to the Project site is primarily by road from the town of Macusani (located on the
paved dual lane Interoceanic Highway) which is more readily accessible from the town of
Juliaca, also serviced by commercial airlines from Lima. This route typically takes 4.5 to 5 hours
and is also indicated on Figure 5-1. From Juliaca, the route generally aligns north towards the
city of Azangaro on the paved Interoceanic Highway. The Interoceanic highway extends
approximately 180 km between Azangaro and Macusani. At Macusani, the route extends west
and northwest for approximately 60 km to the mine site on improved gravel roads.

.

g ES pnar Ayaviri

(]
2

= Jl‘.iliaca
Figure 5-1: Existing Access to the Project

There are other access routes to the site from Cusco, taking approximately 6 hours by vehicle on
increasingly primitive roads approaching the site. The access route is shown below in Figure 5-1
and passes through Sicuani and the town of Santa Rosa, which is located approximately 208 km
southeast of Cusco on a good paved road. From there the route extends approximately 33 km
northeast on improved gravel roads to the village of Nufioa, and continues northeast for around
27 km on a less improved gravel road to the small village of Huaycho. From Huaycho, the access
route continues north on an unimproved gravel road for approximately 70 km and ascends a
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mountain pass to the Project site. The City of Cusco is serviced by commercial airlines from
Lima.

The proposed Mine Access Road is described in Section 18.1.1, and will connect the mine
process plant to the town of Macusani.

5.2 LoCAL RESOURCES AND EXISTING INFRASTRUCTURE
5.2.1 General

The nearest town of significant size and with significant infrastructure is Macusani, which is the
capital of the Province of Carabaya in the Region of Puno. Macusani is approximately 30 km
east of the Project in a direct line — the length of the proposed Mine Access Road connecting the
process Plant to the town is anticipated to be approximately 63 km.

Macusani has a total area of approximately 1,030 km? (no data was found specific to the urban
area) and its economy is based mainly on agriculture and transportation of agricultural products.

Infrastructure in the town of Macusani includes a national highway - the Interoceanic Highway -
currently complete from the Peruvian Port of Matarani to the town of Macusani. Other paved and
unpaved roads, trails and footpaths allow access to most areas of the municipality.

The Project site is located in the district of Corani, also in the Province of Carabaya. The closely
orientated campesino communities of Chacaconiza and Quelcaya, which have a joint population
of approximately 200 families (80 and 120 families respectively), will be directly impacted by
the mine development, in terms of landholding, rights to water, employment, etc.

Chacaconiza and Quelcaya are communities that maintain a fragile, high altitude economy. Both
communities are below the poverty line with few resources for economic and social
development.

The main economic activity in these communities is the raising of alpacas. Approximately 90%
of their economy is dependent on this activity, which is augmented to a very marginal degree by
trading and seasonal migration.

5.2.2 Available Labor Force

The community consultation undertaken with the Chacaconiza and Quelcaya communities to
date has included a proposal for mining employment, generating widespread acceptance, mainly
among younger community members, the teachers at local educational facilities and community
leaders. The current labor force is generally unskilled, mainly working on highway remediation
and maintenance. A technical training program is planned to develop the skills of community
members to fulfill employment requirements of the Project, which will include agreements with
universities and institutes to improve the local population’s vocational skill levels. The training
program will include a system of scholarships that will allow the most successful students to
occupy positions of greater responsibility on the project. The training program has been designed
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to be conducted over a 5 year period. After this, BCM will continue to support the training
program.

Mining and services related training will be segmented by age group, to allow older people to be
trained for simpler tasks, while younger people will have access to jobs that demand more
knowledge and specialization, such as the operation and maintenance of heavy machinery,
woodworking and electrical work.

The Project’s requirement for labor will exceed the labor resources available in the Chacaconiza
and Quelcaya communities. A ranking system will be developed with regard to geographical
location of employment applicants, together with categorization and quantification of the labor
force required.

5.2.3 Power

The National Interconnected Electric System (SEIN) is the source of power supply for the
project. The 138 kV power transmission line that connects the Hydroelectric Power Station of
San Gaban Il (CH San Gaban Il) with the SEIN at the Azangaro Substation (SE Azéangaro),
passes through the neighbouring areas of the Project, near the town of Macusani. Therefore, the
Project’s recommended access to power supply is from the SEIN, connected to this transmission
line.

The main facilities that have a direct impact on the Project are described below, and are
represented schematically in Figure 5-2.
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C.H. San Gaban I

Substation San Gaban Il 138 kV

[]
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Substation Azdngaro 138 kV

Sistema Interconectado
Nacional

Figure 5-2: Existing Facilities Schematic

San Gaban Il Hydroelectric Power Station

This hydroelectric power station is owned by “Empresa de Generacion Eléctrica San Gaban”,
(EGESG), a state-owned company in charge of the operation of the plant’s facilities since the
end of its construction in the year 2000. The plant’s characteristics are the following:

e Number of units : 2
e Power (each) : 54MW
e Energy (annual average) : 800GWh

138 kV transmission line CH San Gaban 2 — Substation Azangaro

The energy produced by the hydroelectric power station is delivered to the SEIN at the
Substation Azéngaro. The characteristics of this transmission line are the following:

e Number of circuits: 2

e Denomination of the circuits:
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o0 L-1010 (first circuit)
0 L-1013 and L-1009 (second circuit)

e Tension: 138 kV
e Length: 159.3 km
e Capacity by circuit: 120 MVA

MINSUR, a mining company focused on the production of tin, has installed the transformer
called Substation San Rafael of 24/30 MVA, ONAN/ONAF, 138/10kV between the transmission
lines L-1013 and L-10009.

Azangaro Substation

The Azéngaro substation is a state-owned substation, granted in concession to Red Eléctrica del
Perl (REP), it is part of the southern transmission ring and has a three winding transformer with
a capacity of 12/12/5 MVA and voltage of 138/60/22.9 kV. The Substation San Rafael is also
connected from this substation through a 60 kV transmission line, which is out of service at the
time of this writing.

Southern Transmission Ring

The Peruvian Southern Transmission Ring interconnects the cities of Azangaro, Juliaca, Puno,
Moquegua, Arequipa, Tintaya and Ayaviri. The Southern Transmission Ring is represented in
Figure 5-3. At the Socabaya Substation of Arequipa city, the southern ring gets interconnected
with the electrical system of the center-north, integrating the National Interconnected Electric
System (SEIN). The lines between Puno, Azangaro, Tintaya and Arequipa are 138kV and the
lines between Puno, Moquegua and Arequipa are 220 kV.
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Figure 5-3: Southern Electric Ring Schematic

524 Water

Surface water in the region is typically taken for farming and livestock watering, as well as
essential human needs, such as a drinking and bathing. Surface water and water from springs and
marshlands is collected in catchments in the communities of Chacaconiza and Quelcaya and is
distributed to basic water supply systems which conduct water to distribution points located in
public squares of each respective community.

Nearby the Project site, hydraulic works related to irrigation or water storage were not observed.
It was noted that local inhabitants have constructed handmade canals to irrigate pastoral areas,
although the structures are considered temporary and many have been abandoned depending on
irrigation requirements.

53 CLIMATE

The Corani Project metrological station is located in the vicinity of the proposed plant site.
Three years of data are available since the station was commissioned in December 2008.

The climate at the project site is characterized by an estimated average annual precipitation of
635 mm, with the highest values recorded between October and April (89% of the annual
precipitation). The annual average evaporation was determined to be on the order of 1415 mm
with the highest monthly evaporation rates occurring in October (145 mm) and the lowest
monthly evaporation occurring in April (87 mm).
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The average annual temperature was 1.4°C. The maximum average monthly temperature was
4.0°C during the month of February, while the minimum average monthly temperature was -
1.2°C in July. The lowest recorded temperature was -20.8°C in the month of March.

The average relative humidity is around 68%, with monthly averages ranging from a low of 47%
in June to a high of 83% in February. The annual average wind speed is estimated to be 2.3 m/s
with monthly averages ranging from 1.7 m/s in February to 2.6 m/s in September. The wind
direction is generally from the southeast.

Limited comparison of the site data may be drawn to other weather stations in the region.
Several regional weather stations have relatively long data records. However, all of the available
stations are a significant distance from the project, and only general seasonal trends correlate
with the project meteorology station.

Firsthand observation of weather conditions during the 2011 drilling program indicates
conditions vary significantly across the Corani Project site. Terrain and elevation have been
observed to exert considerable influence on precipitation, temperature, and wind patterns.

Engineering designs should employ appropriate conservatism based on the limited site climate
data available. The site climate will allow for year-round operations, with normal operating
delays for conditions such as snow and fog. Freeze protection shall be required for all hydraulic
works.

54 PHYSIOGRAPHY AND VEGETATION

The Project site is located in the eastern Andes mountain range, between 4600 and 5200 m above
sea level (masl). The area is characterized by mountainous terrain dominated by volcanic rock
above which sits glacial gravel. The lithologic and climatic conditions have given rise to a series
of cirques or bowl-shaped, steep-walled basins. During periods of rainfall the valley floors
collect precipitation allowing the generation of small wetlands (bofedales).

Apart from the vegetation associated with the wetlands mentioned above, areas of ‘puna’ or
alpine tussock grassland occupies the valleys and moderate to steep slopes. The areas above
4700 masl mostly consist of steep mountainous slopes where erosion and climatic conditions
largely prevent the development of soils or vegetation. These areas are scarcely vegetated with
species specially evolved to withstand the harsh conditions. The naturally occurring acidic soils
related to oxidation of sulfide bearing materials and the resulting ARD from exposed mineralized
zones within the project area has also prevented the development of vegetation where these
conditions occur.

55 SURFACE RIGHTS

Land acquisition in Peru involves purchase of the title to the land, plus purchase of surface rights
to use the land. The title and surface rights may not belong to the same entity. BCM owns over
80% of land and surface rights required for the project. Purchase of the remaining 20 percent is
actively being pursued and is estimated to cost BCM about 1 million US dollars. This amount
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has not been included in the capital cost estimate for the Project. In addition, BCM has
agreements with the two local communities for additional project development. Details of the
project land positions are available at BCM’s corporate office to serious inquiries.
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6 HISTORY
6.1 PRIOR OWNERSHIP AND PRODUCTION

Prior to the early 1950s, mineral exploration in the Corani district consisted of shallow prospect
Pits and adits in the northern portion of the current project area. These prospects are of unknown
age and may date back to colonial Spanish time. Antimony prospects south and east of the
property reportedly were active in the early 1900s, when there was limited antimony production
(C.R. Petersen, 1967).

The first modern evaluation of silver-lead mineralization began with the location of mineral
concessions in 1951 by Augusto Leon y Leon. Compafia Minera Korani was formed in 1956 to
develop the silver-lead mineralization previously prospected. The mines were developed and
operated from 1956 to at least until 1967; initially producing 80 tpd of ore. In 1965, Compaiiia
Minera Korani increased production from 80 tpd to 300 tpd. In 1967, Compafia Minera Korani
was owned two-thirds by Compafiia Minera Palca and one-third by M. Hochschild. Total
historical production is uncertain, but is estimated at 100,000 t of silver-lead-zinc ore. In early
1967, estimated mine production was reported at about 3,400 short tons per month, with grades
of 7.0-9.0% lead, 2.3% zinc, and 8.0 to 11.0 oz/ton silver (C.R. Petersen, 1967).

Historical maps of the underground workings show development on four levels (4820, 4843,
4860 and 4870 m levels for 50 meters vertically) that extend over an area of approximately 500
meters in a general north-south direction (parallel to strike) by about 150 meters in an east-west
direction. It is not known when operations of Compafia Minera Korani ceased, but presumably
they ceased in the late 1960s or early 1970s. This mining operation left behind many mine
portals, waste piles, and mine tailing that continually produce ARD. Smaller portals are located
near the TSF that also emit ARD into the Collpa Mayo drainage.

The next exploration activity was by a private Peruvian company, Minsur. That exploration was
reported to include 40 shallow drill holes in various locations, including a number of close
proximity holes in the gold zone (located south of the current resource area). Although Minsur is
an active mining company in Peru; attempts by BCM to secure copies of Minsur’s exploration
data have been unsuccessful. None of Minsur’s exploration information is available or verifiable;
although reportedly gold mineralization was encountered in some of Minsur’s drilling.

In late 2003 and early 2004, Rio Tinto Mining and Exploration began a surface exploration
program for porphyry copper mineralization. During 2004, Rio Tinto conducted surface
mapping, sampling, and ground magnetic surveys, and developed access roads into the area. That
initial work by Rio Tinto defined anomalous silver and lead mineralization to the south of the
Korani mines, and also defined a zone of anomalous gold mineralization in rock and soils.

The concession ownership by Compafiia Minera Korani apparently lapsed during the 1970s. The
ownership of Minsur also lapsed prior to Rio Tinto’s exploration activities after 2000. Rio Tinto
re-established some of the older concessions in their name beginning in 2003. BCM has added
two concessions early in 2005 to create the current land position described in Section 4.2.
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6.2 HISTORICAL EXPLORATION AND ESTIMATES

There have been four previous mineral resource estimates for the Project. This document
presents the first statement of mineral reserves. The four previous resource statements are
summarized below:

1) March 25, 2006, National Instrument 43-101 Technical Report, Initial Resource Estimate
for Corani Silver-Gold Exploration Project. SRK Consulting;

2) October 4, 2006, Corani Project Mineral Resource Technical Report, Independent Mining
Consultants, Inc.; and

3) May 12, 2008, Technical Report, Corani Resource Estimate and PEA, Independent
Mining Consultants, Inc.

4) October 14, 2008, N143-101 Technical Report, Prefeasibility Study Corani Project Puno
Peru, Vector Per S.A.C.

The mineral resource tables from each report are summarized in Table 6-1, Table 6-2 and Table
6-3 below in order to illustrate the development of the deposit and the progression of mineral
resources - the corresponding resource tables from the earlier IMC updates are summarized on
Table 6-2 and Table 6-3.

Table 6-1: Mineral Resources on 31 March 2006 (As Published by SRK Consulting)

SILVER | LEAD | ZINC | COPPER
Category Kilotonnes gt % % %
Measured 7,759 65.12 | 1.081 | 0.162 | 0.035
Indicated 20,123 43.61 | 0.678 | 0.251 0.033
Measured + Indicated 27,882 49.60 | 0.790 | 0.230 | 0.034
Inferred 87,627 7291 | 1.032 | 0.578 | 0.034
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Table 6-2: Mineral Resource on 4 October 2007

SILVER LEAD ZINC SILVER LEAD ZINC
DEPOSIT | CATEGORY | KILOTONNES . . .

glt % % Million ozs Million Ibs Million Ibs

Main Measured 7,899 52.5 0.93 0.29 13.3 162.0 50.5
Indicated 44,196 40.7 0.70 0.39 57.8 682.0 380.0

Meas+Ind 52,095 42.5 0.73 0.37 71.1 844.0 430.5

Inferred 11,898 49.7 0.64 0.26 19.0 167.9 68.2

Minas Measured 2,487 771 1.41 0.53 6.2 77.3 291
Indicated 39.405 52.2 1.03 0.40 66.1 894.8 347.5

Meas+Ind 41,892 53.7 1.05 0.41 72.3 9721 376.6

Inferred 20,713 47.3 0.74 0.30 315 337.9 137.0

Este Measured 14,558 82.7 1.07 0.76 38.7 343.4 243.9
Indicated 31,856 72.6 0.91 0.75 744 639.1 526.7

Meas+Ind 46,414 75.8 0.96 0.75 113.2 982.5 770.6

Inferred 5,326 55.9 0.41 0.25 9.6 48.1 29.4

Total Measured 24,944 72.6 1.06 0.59 58.2 582.7 323.5
All Indicated 115,457 534 0.87 0.49 198.3 2,215.9 1,254.2
Deposits Meas+Ind 140,401 56.9 0.90 0.51 256.5 2,798.6 1,577.7

Inferred 37,937 49.3 0.66 0.28 60.1 553.9 234.6

(Published by Independent Mining Consultants, Inc. Based on 16 g/t Silver Cut-off Grade Contained Within an Approximate Open Pit)

m
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Table 6-3: Historic Mineral Resource on 12 May 2008

SILVER | LEAD | ZINC | SILVER LEAD ZINC
DEPOSIT CATEGORY | KILOTONNES Million Million Million
glt % % 0zs Ibs Ibs

Main Measured 10,025 42.3 0.80 | 0.37 13.6 176.8 81.8
Indicated 64,250 30.0 0.57 | 0.43 62.0 807.4 609.1
Meas+Ind 74,275 31.7 0.60 | 042 75.6 984.2 690.9
Inferred 11,928 33.1 0.57 | 0.36 12.7 149.9 94.7
Minas Measured 6,168 53.4 1.05| 0.44 10.6 142.8 59.8
Indicated 106,970 38.2 0.75| 0.38 131.4 1,768.7 896.1
Meas+Ind 113,138 39.0 0.77 | 0.38 142.0 1,911.5 955.9
Inferred 19,698 32.5 0.54 | 0.39 20.6 234.5 169.4
Este Measured 20,523 63.3 091 | 0.69 41.8 411.7 312.2
Indicated 40,485 52.0 0.75 | 0.57 67.7 669.4 508.7
Meas+Ind 61,008 55.8 0.80 | 0.61 109.5 1,081.1 820.9
Inferred 1,526 30.4 0.41 | 0.21 1.5 13.8 71
Total Measured 36,716 55.9 0.90 | 0.56 66.0 731.3 453.8
All Indicated 211,705 38.4 0.70 | 0.43 261.1 3,245.5 2,013.9
Deposits | Meas+Ind 248,421 40.9 0.73 | 0.45 327.1 3,976.8 2,467.7
Inferred 33,152 32.6 0.54 | 0.37 34.8 398.2 271.2

(Published by Independent Mining Consultants, Inc. Based on $9.35/t NSR Cut-off Grade Contained Within an Approximate Open Pit)
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Table 6-4: Mineral Reserve and Resource on 22 August, 2009

Mineral Reserves, $9.10 NSR cut-off

Equivalent
Contained Metal Ounces
Eq. Eq.
Category Ktonnes | Silver | Lead | Zinc Silver Lead Zinc Silver Silver
Million Million Million Million
Gm/t % % Ozs Lbs Lbs Ozs Gmi/t
Proven 27,957 70.2 1.08 | 0.59 63.1 665.7 363.6 115.0 127.9
Probable 111,666 | 54.3 0.90 | 043 194.9 2,215.6 | 1,058.6 360.3 100.4
Proven + Probable 139,623 | 57.5 0.94 | 046 | 258.0 2,881.3 | 1,422.2 475.3 105.9
Mineral Resources in Addition to Reserves, $7.85 NSR cut-off
Equivalent
Contained Metal Ounces
Eq. Eq.
Category Ktonnes | Silver | Lead | Zinc Silver Lead Zinc Silver Silver
Million Million Million Million

Gm/t % % Ozs Lbs Lbs Ozs Gmi/t

Measured 10,791 16.7 0.43 | 045 5.8 102.3 107.1 16.2 46.8
Indicated 99,626 20.6 0.45 | 0.39 66.0 988.4 856.6 158.2 49.4
Measured + Indicated | 110,417 | 20.2 0.45 | 0.40 71.8 1,090.7 963.7 174.4 49.1
Inferred 34,215 324 054 | 0.34 35.6 407.3 256.5 69.0 62.7

Note: for this reserve resource statement silver equivalency calculation represents the contained equivalent silver ounces sent to
concentrate and is based on the resource metal prices assumptions of $13.00/0z Ag, 0.70/lb Pb and 0.65/lb Zn and recoveries to
concentrate of 74.5% for silver and 71.7% for lead and 71.3% for zinc. The calculation does not take into account the net smelter
payment terms for the different metals in the two separate concentrates. The resulting equivalency is 1 oz Ag =19.3 Ib. Pband 1

0z Ag =209 Ib. Zn.
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7 GEOLOGICAL SETTING AND MINERALIZATION
7.1 REGIONAL GEOLOGY

Regionally, a thick section of sandstone, shale, and minor limestone has been weakly
metamorphosed to predominantly quartzite and phyllitic shale. Approaching the project area
from the south, the sedimentary section has been folded and faulted, with stratigraphic units
locally vertical. Generally, units are relatively shallowly dipping in gentle folds. Quartzite units
develop into prominent outcrops on the slopes and ridge tops, while shale units are weathered
and commonly do not outcrop.

The entire sequence of sedimentary rocks of probable Paleozoic age is overlain in the higher
portions of the ranges by multiple events of volcanic flows and air-fall tuffs of Tertiary age. In
the southern part of the Project minor occurrences of volcanic breccias have been identified but
major occurrences of intrusive rocks are rare. All units have been affected by Pleistocene
glaciation forming U-shaped valleys and arétes, typical of alpine glacial terrain. The surface
geology in the area of the deposit is shown on Figure 7-1 which also illustrates the regional
lithologic units.

7.2 LocAL GEOLOGY
7.2.1 Lithology

The basement units in the Project area are a series of upper Palaeozoic (320 Ma) sandstone and
shale units of the Grupo Ambo Formation that have been weakly metamorphosed into quartzite
and phyllitic shales. The resistant quartzite units are often ridge formers. The weathered shales
generally form subdued, generally slope-forming outcrops. Within the Project resource area, the
sediments are generally red to gray shales.

There has been folding and faulting of this meta-sedimentary sequence. Within the project area
the regional strike is northwest with broad northeast and southwest dips of 11 to 30 degrees.

A sequence of Tertiary (22.1Ma +/- 0.2Ma), pre-mineral volcanic tuffs unconformably overly the
sediments. These tuffs are generally crystal and crystal-lithic with quartz-eyes ranging up to 5
mm in diameter. These rocks range from well bedded to massive. In the upper parts of the pre-
mineral sequence are andesite volcanic flows, which are generally more bedded than the
underlying tuffs.

The variations in the stratigraphic makeup of the pre-mineral tuffs and andesite flows do not
appear to have any controlling effect on the mineralization. All of the resource within the Corani
district is hosted in the pre-mineral tuffs and andesite flows.

Unconformably overlying the pre-mineral units, the Tertiary post-mineral tuff (10.2Ma +/-
0.1Ma), consisting of crystal tuffs identical to the lower tuffs, is effectively barren. The
postmineral sequence forms prominent spires and thickens to the north (from O meters to over
200 meters according to project drilling).
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71.2.2 Alteration

Alteration in the Project area consists of a broad, 5 x 2 kilometers zone of illite-kaolinite
alteration of the pre-mineral tuffs. More specific to the mineralization are illite, kaolinite,
smectite/chlorite/celadonite and gangue minerals including quartz (massive to banded), barite,
chalcedony and iron and manganese oxides. Each of the three mineralized areas, namely Corani
Este, Minas Corani and Main Corani, exhibit differences in alteration and gangue, including:

e Corani Este: strong barite, minor quartz and chalcedony; moderate
smectite/chlorite/celadonite, brecciation, strong iron oxides and no manganese oxides;

e Minas Corani: strong smectite/chlorite/celadonite, moderate chalcedony and barite with
strong iron oxides and moderate manganese oxides; and

e Main Corani: banded quartz, strong barite, iron oxides and minor manganese oxides.

Structurally, the Project area is marked by a stacked sequence of listric normal faults striking
dominantly north to north-northwest with moderate to shallow (50 to <10 degrees) westerly dips.
The hanging walls of the listric faults are extensively fractured and brecciated, forming ideal
sites for metal deposition. The stacked sequences are more prominent in Minas and Main Corani
with Este showing a single listric fault with a more extensively fractured and brecciated hanging
wall.

7.2.3 Mineralization

There are three main zones of mineralization in the Project area. They have been named as
follows:

e Este;
e Minas; and
e Main.

Those zones are broadly illustrated on Figure 7-1 and Figure 7-2. The Minas and Main zones
have each expanded so that mineralization is generally continuous between the two areas.

The general forms of economic mineralization in the Project area are comprised of freibergite
(silver-bearing tetrahedrite), galena (not argentiferous), sphalerite (white to dark-colored), pyrite,
marcasite, other silver sulfosalts (myrargyrite, pyrargyrite-proustite (ruby silver)), boulangerite,
acanthite and minor native silver. Specific mineralization styles have been identified in the
Project area and each displays metallurgical characteristics that will be discussed in more detail
later in this study. These styles include:

e Coarse silica-sulfide-celadonite has easily discernible galena-sphalerite locally with
celadonite-tetrahedrite;
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e Freibergite (Ag-Tetrahedrite) ores are characterized by recognizable late stage coarse
grained tetrahedrite cutting earlier sulfides and display the highest Ag contents;

e Pyrite-marcasite + quartz mineralization typically occurs as an early stage of polymetallic
mineralization, likened to the quartz-sulfide style typical of these deposits and contains
little Ag-Pb-Zn mineralization but often has higher zinc values with low lead and silver
content;

e Fine black silica-sulfide represents very fine grained rapidly cooled (quenched) ore fluid
with highly variable metal contents, this is mineral type forms the largest portion of the
ore tonnes;

e Crystalline quartz-sulfide + barite which is interpreted as early fault fill and although
galena-bearing is only well mineralized in the samples if it is cut by later tetrahedrite-
bearing fractures. These veins may be transitional to the Au-bearing quartz-pyrite veins
in southern Corani; and

e Manganese oxides occur as mainly Ag but also Pb-Zn within Mn.

Approximately 3 kilometers south of the Project resource area, mineralization in the Gold Zone
is hosted in the same crystal tuffs cut by a north-south striking listric normal fault with a west dip
and typical quartz, barite and iron oxide gangue as in the silver/base metal zones to the north.
BCM drilled 47 diamond holes in the Gold zone with the best intervals as:

e 25m @ 4.1 g/t Auand 24.9 g/t Ag (Hole C-36A);
e 14m @ 11.7 g/t Au and 49.8 g/t Ag (Hole C-52); and
e 12m @ 4.8 g/t Au and 90.2 g/t Ag (Hole C-60B).

However, mineralization in the Gold Zone is erratic and discontinuous. Southeast of the Gold
Zone another 1.5 kilometres is an area of stibnite mineralization in discrete, narrow, veins and
breccias zones referred to as the Antimony zone. Currently, BCM is drilling condemnation and
additional exploration drill holes in the southern part (5 km from the current ore body) and it has
encountered mineralization. BCM drilled 2 holes in this zone and neither hole had a significant
mineralization. Previous Technical Reports have described the Gold and Antimony Zones in
more detail. Neither the Gold nor Antimony Zones are included in the resources or in the
operational plan of the Feasibility Study.

724 Veining

The veining is found in the 22 million year old mineralized tuff package. The mineralized veins
occur in two forms; in large veins associated with the predominant listric fault structures and in
stockwork veins found in the surrounding rocks. The larger principle veins are generally rich in
quartz and barite and contain typical higher lead-zinc-silver mineralization and can be several
meters in width and are quite continuous along strike and down dip. The stockwork veins occur
in the wall rock between the listric faults and also contain significant lead-zinc-silver
mineralization. The stockwork veins tend to be mineralized with the fine black-sulfide
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mineralization indicating that the sulfide minerals were emplaced rapidly into the rock and
quenched quickly. The stockwork veins tend to be randomly oriented so it is felt that the vein
formation was controlled by fluid movement into the broken or weakened rock mass which was
caused by the regional tectonic activity which formed the listric faults.

7.2.5 Structure

The structure of the rock units varies greatly between the three principle rock types. The
basement sediments are massive in structure and have little jointing. The sedimentary rock in the
area of the ore zone is a strongly altered siltstone that still shows remnant bedding but the rock
has been strongly altered and considerable pyrite mineralization has occurred in this rock. For
the standpoint of lead-zinc-silver mineralization the rock is virtually barren.

The structure in the mineralized tuff mirrors the description of the veining discussed in the
previous section. The rock has principal listric faults that have been interpreted in drill core to
occur approximately every 150 meters and are continuous through the deposit along strike.

In between the listric faults the rock mass has been broken and weakened and a random
orientation of structures has formed. Since the principal vein forming faults are listric faults they
have a curved presentation and as you travel down dip the fault dip decreases until it becomes
horizontal. Because of this horizontal coalescing of the principle veins there is a well-defined
bottom to the mineralization in the mineralized tuff unit. Above the “bottom” forming fault the
rock is hydrothermally altered and strongly deformed. Below the “bottom” forming fault the rock
appears very fresh and relatively unaltered and undeformed. This “bottom” forming fault is
always within the mineralized tuff unit and is found above the sediment mineralized tuff contact.
The thickest veins and best mineralization occurs in the listric faults when they have a higher
dip. At the bottom of the listric faults, where they all join together along the “bottom” fault, there
appears to have been very little dilation along the “bottom” fault so the mineralization is weak.

The 10 million year old Post Mineral Tuff (PMT) was deposited after the tectonics of the listric
faults and the mineralizing event. The rock is very fresh and completely unaltered. The rocks
have a very vertical joint pattern which in turn causes the formation of rock towers and steep
cliffs. This rock unit and the characteristic rock tower formation extends for tens of kilometers
from the site.

7.3 MINERALIZATION

The Project resource is comprised of low sulfidation epithermal silver, lead, and zinc
mineralization within stock works, veins, and breccias. The Main, Minas, and Este areas are
generally structurally controlled along a general north-northwest strike. The Este area is limited
by the overlying post mineral tuff.

Figure 7-2 is a map illustrating the thickness of the silver mineralization within the Project
resource at an approximate cut-off grade of 15 g/t silver. The strike length of the silver
mineralization for each area is roughly:
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e Main and Minas combined 2 km; and
e [Este 1.5 km.

Figure 7-3 presents cross sections through the silver values across the deposits on two sections
indicating the general thickness and dip of the mineralized zone. All zones of mineralization
appear to be hosted by westward dipping listric features with vertical components to the
mineralization.

The abrupt boundary on the top of the Este mineralization reflects the unconformable contact
with the post-mineral tuffs. That upper limit causes the Este deposit to appear to have a more
horizontal component than the other deposits.

7.3.1 Mineralogy of Economic Metals

Mineral test work by Hazen Research, Inc. during July of 2006 has identified the most abundant
silver bearing mineral as fine grained argentian tetrahedrite, also called freibergite. Other minor
sources of silver are acanthite and one or more members of the lead-silver sulfosalt group such as
adorite and diaphorite. Boulangerite and galena do not appear to be a significant source of silver.

The primary sulfides are pyrite — marcasite, boulangerite (a lead antimony sulfosalt), sphalerite,
and galena. Zinc mineralization in the form of sphalerite may or may not be collocated with
silver mineralization. There are zones, particularly in the Minas area, where zinc mineralization
is outside of the silver mineralization.

The majority of the lead occurs as galena but the lead metal can also occur as Plumbogummite, a
lead aluminum phosphate. This mineral has a lower flotation recovery than lead sulfide minerals.
Roughly 14% of the reserve process ore tonnage and contained metal is categorized as
Plumbogummite rich ore. About 9% of the recoverable lead is attributable to Plumbogummite
rich ore group.

Mineralization in surface outcrops, and drill core is generally associated with iron and
manganese oxides, barite, and silica. Silicification is both pervasive and structurally controlled in
veins.

Figure 7-4 and Figure 7-5 illustrate grade x thickness product maps of lead and zinc. These are
provided to indicate the general locations of these metals relative to the locations of silver.
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7.3.2 Mineral Ore Types for Process Metallurgy

The mineralogy types discussed previously were separated into mineral zones of like process
response. Those zones were interpreted by BCM geologists and assigned to the block model by
IMC for use in mine planning and process response estimation.

The mineralization types or geo-met type (short for geological-metallurgical types) are each
described below. In addition a metallurgical type is given for each. The metallurgical types arise
from studies using QEMSCAN analysis matched with diagnostic flotation tests. The
metallurgical types are tabulated in Table 7-1 below with a brief description.

e CSC - Coarse-grained silica-sulfide-celadonite characterized by readily discernible
sulfides (galena-sphalerite-chalcopyrite+-tetrahedrite) with celadonite in crystalline to
locally opaline quartz with good Ag-Pb-Zn recoveries. Met Type I,

e CS - A subset of CSC that contains coarse galena-sphalerite-chalcopyrite +- tetrahedrite
without green celadonite clay. Met Type I;

e TET - Ag-bearing tetrahedrite characterized by recognizable late-stage, coarse-grained
tetrahedrite cutting earlier sulfides and displaying the highest Ag contents and best Ag
recoveries by floatation or leach: normally ores with low Pb-Zn contents. Met Type I;

e PM - Pyrite-marcasite +- quartz typical of early-stage mineralization with little
polymetallic mineralization. Met Type II;

e FBS - Fine-grained black silica-sulfides characterized by very fine-grained mineralogy
deposited from quenched ore fluids with highly variable metal content and generally poor
leach recoveries and good flotation recovery with some challenges in separation. Met
Type Il;

e QSB - Crystalline quartz-sulfide-barite interpreted as early fault fill or late-stage breccia
fill. Met Type II;

e PG - Plumbogummite, identified as a pale-green, waxy, Pb-phosphate mineral that in
metallurgical test results shows diminished lead floatation and difficulties in separation of
base metals. Met Type IlI;

e FeO - Iron-oxide mineralization with locally elevated Ag and generally low Pb-Zn. This
is a gradation zone with mixtures of FeO and FBS exhibiting Type 111 Met Type response
and the most strongly oxidized areas showing Type 1V(a) high Ag leach recovery results;
and

e MnO - Manganese-oxide mineralization hosting mainly Ag with lesser Pb-Zn with very
poor response to floatation and leach tests. Met Type 1V(b).
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Table 7-1: Metallurgical Types
CYANIDE GENERAL
METALTI#)EGICAL II:QI_E%L%TI\IJ(S)E SEPZBR/,%\%ON LEACH MINERALOGY/PREDOMINANT OCCURRENCE
RESPONSE ORE TYPE
Type | Very Good Good Poor Coarse Sulfides — CSC, Tet, CS | Sulfide section of
East Minas, Central
Este and East Main

Type Il Good Good only with Poor Fine Sulfides — FBS, PM, QSB Sulfide sections of
flotation all deposits
extenders (EDO)

Type lll Diminished Not relevant Poor Mixed Fe oxide and sulfide — Oxide sections of
since generally Pg, FeO, with minor FBS, PM, Este, East Minas
low in zinc QSB and East Main

Type IV-Leach Poor Poor Good Mixed Fe oxide and sulfide — West Minas, West

FeO and Pg predominant, with Main and Este
minor FBS Minas connection

Type IV-No Leach Very Poor Poor Poor Oxides with high amounts of Mn | Limited parts of

oxide — MnO, FeO West Minas

The mineral ore types as assigned to the block model were as follows with the corresponding
percentage of occurrence (by total tonnage) within the ore bearing pre-mineral tuff and within
the reserve pit design:

49% Fine Black Sulfide (FBS)

24% Pyrite Marcasite (PM)

12% Plumbogummite (PG)

7% Quartz / Sulfide / Barite (QSB)

4 % Iron Oxide (4) (Poor flotation response) (FeO)

3 % Iron Oxide (3) Transitional flotation response (FeO)
1% Coarse Sulfide and Celadonite (CSC)

e Lessthan 1 % Manganese Oxide (MnO)

Figure 7-6 illustrates the location of the mineral ore types on the final Pit and topography as a
result of reserve production.

Within this feasibility study, the geo-metallurgical types were combined into two broad
categories. The FBS, PM, QSB, and CSC were combined into a common group referred to as
the “Mixed Sulfides”. The PG and FeO(3) were combined and referred to as “Transition”
material. FeO(4) and MnO were not considered for processing within the mine plan or mineral
reserve. FeO(4) was considered as potential heap leach material within the mineral resource.
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8 DEPOSIT TYPES

The Project resource is a low sulfidation epithermal silver, lead, and zinc deposit hosted in stock
works, breccias veins, and fractures. The Gold zone to the south is a low sulfidation epithermal
gold occurrence in association with silica. The Antimony zone is comprised of stibnite-pyrite
veins with silica. There is also sulfide mineralization in the sediments that are essentially barren
of silver, and lead.

The above combinations are indicative of the epithermal mineralization that is sometimes
associated with distal zoning around a porphyritic intrusion.

The Project resource within the Main, Minas, and Este zones are comprised of the low
sulfidation, silver, lead, and zinc mineralization. The Main and Minas areas are more associated
with vein structures and the Este zone appears to be a broader zone of veinlets and stock works.
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9 EXPLORATION

BCM has been conducting exploration within the Project area since early 2005. The BCM work
has included detailed mapping, hand trenching with channel sampling, and core drilling.

9.1 EXPLORATION AND DRILLING PROGRAM

There are a total of 25 trenches completed within the Project resource area with 1,295 assayed
intervals totaling 2,924 meters of trench data. There are four additional trenches in the Gold
Zone to the south.

Diamond core drilling was in progress during the IMC site visit in July 2006 and is reported to
have continued through March 2008. The total Corani district diamond drilling completed by
BCM prior to May 2009 has been 544 holes representing 93,576.5 meters of drilling Samples
were sent to an assay lab in Lima for preparation and assay. The database has been maintained
by the BCM staff in the Lima office.

9.2 ACTIVITIES PLANNED TO EXPAND MINERALIZED ZONES AND EXPLORE PROSPECTS

The area immediately surrounding the FS mine plan Pit has been explored and tested using many
drill holes and the extent and grade of the mineralization is well known. As such, BCM plans to
drill more infill holes in the area of the early operation years to convert more of the reserves from
probable to the proven category. Additionally, the exploration plan calls for recovering samples
for detailed metallurgical testing which will concentrate on developing specific composites of the
material that will be seen during the early years of operation. Additionally, the metallurgical test
work will focus on the correlation of mineralogy and metallurgical recovery.

The areas away from the principal Project ore zones is still open for exploration and BCM plans
on engaging in a broader regional exploration program that will utilize geological prospecting
and some geophysical and geochemical techniques in the hopes of defining future drill targets.
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10 DRILLING

Drilling on the Project was started in June of 2005 and has been under the control of BCM since
that time. All drilling to date has been by diamond core methods producing HQ core of 6.36 cm
diameter (2.5 inches). The block model for this study was based on the drill hole data that was
complete by May of 2009.

The drill pattern is generally a series of drill fans on sections spaced 50 m apart. The fans are
located perpendicular to the strike of the individual deposits. Angle holes are used to try and
cross perpendicular to the general structural orientation of the deposits. Multiple holes are often
drilled from one site in order to reduce surface impact and obtain the necessary drill coverage at
depth.

Some zones have been in-filled to 25 m spacing and other lower grade portions of the deposits
are still on 100 m spacing. Since the initial IMC resource estimate, BCM has undertaken to in-fill
the areas of mineralization and increase the confidence in the resource estimate. This has been
accomplished by in-fill drilling the wider zones to the 50 m spacing, with a focus on areas of
higher grade mineralization. A brief review of the grade and thickness maps in Section 7
indicates that each of the three deposits are still open in some areas as they have not been closed
off by drilling in all directions.

Figure 10-1 presents a drill hole location map of the available Project data as of May 2009. This
illustrates the information used in the development of this estimate of mineral reserves and
resources.

The diamond drill hole data within the Project database as of May 2009 was as follows:

Number of drill holes 519

Number of sample intervals 37,073
Total meters of drilling 90,652.7 meters
Number of silver assays 35,958
Number of lead assays 35,958

Number of zinc assays 35,958

Number of copper assays 35,958

In addition to the diamond drilling data, the following trench data at the Project was used in the
model.

Number of trenches 25

Number of sample intervals 1,297

Total meters of trench data 2,923.8 meters
Number of silver assays 1,295

Number of lead assays 1,295

Number of zinc assays Not assayed
Number of copper assays Not assayed
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Not all of the 544 drill holes are in the immediate area of the Project deposit. The number of drill
holes that penetrate the block model are:

Drill Hole Data in Block Model

Number of drill holes 458

Number of sample intervals 33,405
Total meters of drilling 83,122.8 meters
Number of silver assays 32,404
Number of lead assays 32,404

Number of zinc assays 32,404

Number of copper assays 32,404

Drill hole collars were originally surveyed by hand held GPS with a reported accuracy of +-3.0
meters. Since 2008, BCM has had all of the drill hole collars resurveyed by conventional survey
with substantially higher precision. Comparisons of the new collar elevations with the surface
topography map indicate that there are a number of collars (about 15%) where the difference
between the topography and the collar survey exceeds 5 m in elevation. Most of these (2/3) occur
on steep topography where the hole collar is below topography, indicating the cut required to
establish the drill pad.

Prior to late 2007, down hole surveys were not applied to the drill holes at the Project. Since late
2007, a series of 12 relatively deep holes that targeted deep high grade zones within the Pit were
drilled and down hole surveyed to confirm the presence and location of the grade intercepts. The
average depth of the 12 surveyed holes was 220 meters. If one compares the down hole survey
location of the last interval in the drill hole with the location had one used only the collar survey,
the average error for all 12 holes was 4.89 meters. The maximum of all errors was 11.13 meters.
In the worst case, the drill hole location without survey would have been within one model
block.

The indication from the 12 surveyed holes is that the lack of down hole surveys for holes of 200
m or less would have no major impact on the development of the block model. However, as
additional drilling is completed precision surface surveys and down hole surveys should be
implemented for all future drilling.
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11 SAMPLE PREPARATION, ANALYSES AND SECURITY
11.1 SAMPLING METHOD AND APPROACH

Two types of samples are collected at the Project: 1) diamond core samples, and 2) trench
channel samples. The sample preparation of each data type is summarized in this section.

11.1.1 Diamond Core Sample Collection

Diamond drilling is completed using conventional wireline practices and HQ core. The whole
core is boxed into plastic and weatherproof cardboard boxes at the drill rig by the drill crew.
IMC personnel were able to observe the procedures outlined below during 2006. The following
list summarizes the drill core handling process:

e Whole HQ core is boxed at the drill site;

e Core is transported by vehicle to the Project camp where the core preparation facilities
are located;

e Digital photos are taken of all the core as received from the drill;

e Basic geotechnical logging of RQD and core recovery is also completed on whole core.
Logs are recorded by hand on paper for later input to a database;

e Assay sample intervals are generally 2.0 meters long. Some long intervals of barren units
(post-mineral volcanic and basil sedimentary rocks) are not sampled;

e Core is split on site using conventional core splitters. Half core is returned to the box;
e Geologic logging is completed on the half core in the core boxes;

e The other half of core is bagged and tagged with a sample number. A sample number tag
is included in the sample bag. Sample numbers are assigned by BCM personnel. All
future handling and tracking of the sample is by the blind sample number; and

e Bagged samples are transported via truck to Cusco or Juliaca by BCM employees for bus
shipment to ALS-Chemex labs in Arequipa, Peru where the samples are crushed and a
pulp is prepared and shipped to the ALS-Chemex lab in Lima, Peru, where the chemical
analyses are performed. Throughout this transportation process, proper chain-of-custody
procedures are maintained.

ALS-Chemex picks up the samples at the bus station in Arequipa, Peru and logs them into their
system by sample number for preparation and analysis.
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11.1.2 Trench Sample Collection

The following procedures for trench sample collection were reported to IMC personnel by BCM
geologists in Peru and some of the trenches were observed in the field:

e The trench is hand dug by local workers to remove surface alluvium and establish a clean
bed rock surface. Trenches are typically 0.5 to 1 m wide and between 0.5 and 1 m deep;

e The floor of the trench is cleaned,
e A channel sample is collected from the trench using a hammer and moil,

e Sample intervals are 2 m horizontal intervals, based on GPS survey of the start and end
point;

e The bearing and dip of the trench are also recorded; and

e The 2 m sample intervals are “draped” on topography later in the data recording process.
Consequently, some intervals on steep hill sides are actually longer than 2 m.

The channel sample database was provided to IMC after processing by BCM and a previous
consultant. IMC compared the sample lengths against the recorded plunge or dip of the trench to
confirm proper application of the 2 m horizontal distance to the true length of the sample on the
hill side.

11.1.3 Density Data

The initial Technical Report prepared by IMC concluded that the density determinations
previously used for the earlier resource calculations were unreliable. BCM has since initiated an
extensive program of regular testing the rock to determine the bulk density. To do this, over
1,100 density determination were performed on rock using a waxed core method. Samples were
chosen out of every 5™ core box which resulted in a sample spacing of approximately 15 meters.
This data was reviewed by IMC and the in situ densities used in the resource estimate are shown
in Table 11-1.

M3-PN100153
a g 22 December 2011
Revision 0 72



CORANI PROJECT &
FORM 43-101F1 TECHNICAL REPORT BEAR CREER

Table 11-1: Assigned Block Densities

ROCK TYPE ZONE AG GRADE DEtTnS]LTY
Post Mineral Tuff All None 2.2714
Sediments All None 2.5214
Pre-Mineral Tuff Main Less than 30 gm 2.3275
Pre-Mineral Tuff Main Greater than 30 gm 2.4768
Pre-Mineral Tuff Este Less than 130 gm 2.3205
Pre-Mineral Tuff Este Greater than 130 gm 2.3926
Pre-Mineral Tuff Minas Less than 90 gm 2.3468
Pre-Mineral Tuff Minas Greater than 90 gm 2.5178

The density assignment methods as defined above are based on silver grade and the zone of the
deposit as established in the previous resource models assembled by IMC. IMC recommends that
future models evaluate the correlation of the mineral ore types and base metal grades versus the
measured density. A more refined and locally precise method may be the result of such an effort.

11.2 SAMPLE PREPARATION, ANALYSES AND SECURITY

Core samples are received at ALS-Chemex labs where they are logged into their system for
preparation and analysis. Each drill core sample is about 5 to 8 kg of half core as sent directly
from the Project site.

11.2.1 Sample Preparation

The sample preparation procedures as applied by ALS-Chemex in Lima were reported to IMC as
follows:

e The sample is dried at 110 — 120 degrees C;

e The entire sample is crushed by jaw and roll crusher to 70% passing 2 mm (about
10mesh);

e 250 g is split by riffle splitter. Coarse rejects are returned to BCM; and

e The splitis pulverized using a ring and puck pulverizer to 85% passing 75 micron.
The above methods correlate with the published ALS-Chemex preparation code of PREP-31.
11.2.2 Assay Procedures
The assay procedure for silver for the Project is as follows:

e A sample of the pulp is digested with 3 acids: hydrofluoric, nitric, and perchloric (Aqua
Regia). This results in a cake;

M3-PN100153
a g 22 December 2011
Revision 0 73



CORANI PROJECT &
FORM 43-101F1 TECHNICAL REPORT BEAR CREER

e The remaining cake is leached with hydrochloric acid; and

e The hydrochloric acid solution is subjected to AA to determine the concentration of
dissolved silver.

The ALS-Chemex method code is AA62 for the above assay. The procedure is reported to be
robust over the reported range of 1 to 1,500 g/t silver. The samples are also assayed for lead,
zinc, and copper by three acid digestion followed by AA analysis. A few gold assays have been
completed but they were not utilized or incorporated into the block model or resource
calculations.

Sample chain of custody and security is handled by BCM in that drilling, logging, splitting and
transport to a private transport carrier in Cusco, are all under the control of BCM personnel.
Once the samples have been sent to ALS-Chemex, the sample is tracked by a blind sample
number assigned by and recorded by BCM personnel.

Additional multi-element ICP analysis is applied to selected intervals at the Project site. This
information is used for both exploration guidance and for process trace element information. The
multi-element ICP values are not used in the calculation of the block model, or mine plan. They
are used to assist in the interpretation of the mineral ore types and to guide the interpretation of
metallurgical process response.

11.3 CONCLUSION

IMC and John Marek acting as qualified person have concluded that the data collection,
preparation, and analysis procedures are adequate for the preparation of mineral resources and
mineral reserves. This opinion is also based on the work outlined in Section 12 regarding Data
Verification.
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12 DATA VERIFICATION

This section reports on the results of QA/QC procedures in place at Corani, as well as
independent checks completed by IMC. The procedures that are addressed in this section are:

1. Standards Assays: Standards are inserted in the assay stream on a 1 in 20 basis.

2. Check Assays: Pulps are sent to a second lab for silver check assay on about a 1 in 25
basis.

3. IMC check on the database by comparing the certificates of assay with the values stored
in the electronic database.

4. Trenches versus Diamond Drilling: IMC completed a nearest neighbor comparison.

The Bear Creek data verification process was originally focused primarily on silver. During
2005 changes were made to add check assays for lead and zinc to the silver check assays. Each
of the data verification process will be discussed in the following sub-sections.

As a result of this verification work, IMC and John Marek (the qualified person) find that this
database is acceptable for the estimation of mineral resources and mineral reserves.

12.1 STANDARDS

Bear Creek geologists insert standards on 1 in 20 basis into the stream of samples being sent to
the ALS-Chemex assay lab. The standards are prepared by outside commercial labs. The
standards are pulp samples and the incoming core samples are half core, so the lab knows which
samples are standards or blanks. However, the lab does now know which of the 8 different lab
standards that have been used by Corani have been inserted.

Bear Creek personnel review the standards results periodically. If the lab reported value of the
standard is more than 10% different from the certified value of the standard, the entire assay run
associated with that standard is submitted for reassay.

As of March 2008, there had been 20 sample batches submitted for reassay due to out of
tolerance response of the associated standard. IMC uses the standards to check on assay bias,
and sample handling procedures.

Figure 12-1 is an X-Y plot of the certified value of each standard versus the multiple reports of
each standard available from ALS-Chemex. The line on the graph represents a 45 degree line or
the ideal result from all values. The statistical results of the ALS-Chemex silver assays are
summarized on the bottom of the table compared with the accepted value of the standard.

The table at the bottom of the figure indicates that the ALS-Chemex lab tends to undervalue the
low grade silver standards. A number of standards in the 1.2 to 1.9 gm/t range are reported back
as trace by ALS. This is of no impact on reserves as the cutoff grades are significantly above
these values.
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It is also interesting to note that the only 3 or 4 of the standards are in grade ranges that are of
economic interest to the project: SG_14 at 11.1 gm/t, SI_15 at 19.7 gm/t, SI_25 at 33.25 gmi/t,
and 51714 at 50.6 gm/t. The average head grade of mill feed during the project life is around 60
gm/tonne with cutoffs in the range of 15 to 20 gm/t depending on the associated base metal
credits. One could make an argument that a higher percentage of inserted standards should be in
the range of interesting silver grades at Corani.

Figure 12-1 indicates several points that are outside of the cluster of the data for that standard. A
few such points are indicated by arrow on the graph. These points are typically indications of
sample swaps. For example, the low value for the SI_15 sample that averages 19.7 gm/tonne is
likely a member of the standard SG_14 where it would report in the middle of the cluster.

A quick count from the graph indicates that there are probably about 0.5% sample swapping in
the standards database. It is not known if this is a function of improper sample insertion, (the
likely cause), or assay and database reporting errors elsewhere in the system.
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Standards Results, Silver
All Standards Available as of March 2008
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Standard Number Standard Average Stan Dev of
Label of Assays| Value gm/t Assay gm/t Assay gm/t
51714 89 50.600 52.333 1.199(Starndards 2005 through Sept 2007
ROCK LABS SI_15 356 19.700 19.542 1.569
ROCK LABS SG_14 370 11.100 10.800 1.696
31811 140 7.350 7.525 0.743
31812 158 5.450 5.491 0.958
CIMM-2 110 3.800 3.802 0.717
Unknown 47 3.500 3.500 1.452
10687 92 1.900 1.054 0.709
ROCK LABS SF_12 66 0.500 0.890 0.333
ROCK LABS SI_25 12 33.250 33.500 0.522
ROCK LABS SN_26 10 19.630 19.500 0.707
CIMM-1 116 6.800 7.034 1.426
CIMM_24 47 4.100 3.915 0.855
CIMM_23 92 1.200 0.602 0.326
CIMM_23 8 1.200 1.188 0.530|Standards Nov 2007 Through Mar 2008
CIMM_24 10 4.100 3.500 1.780
CIMM-1 10 6.800 6.400 1.075
CIMM-2 8 3.800 3.438 1.545
ROCK LABS SG_14 8 11.100 10.750 1.165
ROCK LABS SI_15 13 19.700 19.462 0.776
ROCK LABS SI_25 10 33.250 33.600 0.966
ROCK LABS SN_26 9 19.630 19.556 1.014

june09/gaqc/JIMM_Mod_11Sep-9_Standards-IMC28Dec07.xls

Figure 12-1: Corani Project Standards Results for Silver
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12.2 CHECK ASSAYS

Check assay pulps are submitted to a second lab on a roughly 1 in 25 basis. The initial check
assay protocols were established during 2005 with silver assay checks only. The procedures
were amended in late 2005 to include check assays of silver, lead, and zinc.

The initial checks during 2005 are summarized on Figure 12-2. During this period, check assay
pulps were submitted to SGS labs in Lima. There is a substantial variability in the check assay
results during this period. There is no indication of bias in the data set, but there is substantial
variability between the original and the check assays. The cause of the variability is not known.
There is some potential that the check pulps have been swapped or mislabeled when shipped to
the check lab.

Figure 12-3 through Figure 12-5 summarize the results of outside checks from late 2005 through
March 2008. These plots represent all of the checks available since 2005. The same trend is
apparent regarding the high degree of scatter with the Inspectorate checks as with the SGS
checks before them. The variability occurs in all three metals, silver, lead, and zinc. Although a
degree of scatter is typical for the precious metal assays, the variability of lead and zinc are
unusual for base metal check assays on pulps.

Additional plots were scanned for the period of late 2007 through March 2008. There is
effectively no scatter in the plots for the most recent checks. It is not certain if the issue has been
corrected or that it is not apparent with only 115 samples in the most recent check set.

The variability in check assays for the period of 2005 through 2007 can be summarized by a
quick scan of the percentage of checks that were more than 25% different than the original assay.

Silver 1978 checks 18.2% are more than 25% different
Lead 1983 checks 4.2% are more than 25% different
Zinc 1984 checks  7.3% are more than 25% different

Hypothesis tests for each set of check assays 