SRK Gonsulting
Aguas Tefiidas Page i

Table of Contents

1 Title Page i
2 Table of Contents i
3 Summary 2
4 Introduction and Terms of Reference 5
4.1 Terms of Reference and Purpose of Report 5
4.2 Sources of Information 6
4.3 Field Involvement 6
4.3.1 Qualffications of Consultant 8
5 Disclaimer 8
5.1.1 Consent and Copyright 9
6 Property Description and Location 9
7 Accessiblity, climate, local resources infrastructure and physiography 10
7.1 Topography, Elevation and Vegetation 10
7.2 Means of Access to the Property 10
7.3 Climate & Cperating Season 13
7.4 Infrastructure 14
7.4.1 Surface Ownership 14
7.4.2 Water Supply 15
7.4.3 Power Supply 15
7.4.4 Staff 15
8 History 17
8.1 Aguas Teflidas History 17
9 Geological Setting 18
10 Deposit Type 18
11 Mineralisation 19
12 Exploration 22
13 Drilling 22
13.1.1 Dirillhcle Quality 25
14 Sampling Method and Approach 30
14.1 Chip / Channel Sampling 30
14.2 Drillcore Sampling 30
14.3 Drilling, Sampling and Recovery Factors 30
14.4 Sample Quality / Bias 30
14.5 Description of Rock Types / Geological Controls / Widths Used to Determine
Sampling Interval 30
14.6 List of Individual Samples 31

PAU255S Aquas Tenidas\Heports\Draft 4 Feasibility Report - Final\d3-101\G14_259% ES Tech Heport.des
SPRY/MILL January 2606



SRK Gonsulting

Aguas Tefiidas Pagei
15 Sample preparation, Analyses and Security 31
15.1 Sample Prepation 31
15.2 Sample Analysis 33
15.2.1 Quality Assurance / Quality Control (QA-QC} 34
15.2.2 SRK Independent Check Sampling and Analyses 39
16 Data Verification 41
16.1 Geclogical Modelling 41
16.1.1 Statistical Analysis 42
16.1.2 Geostatistical Analysis 42
16.1.3 Block Medelling and Grade Interpolation 43
16.1.4 Historical Mine Reconciliation 43
17 Adjacent Properties 44
18 Mineral Processing and Metallurgical Testing 44
18.1 Metallurgy and Test work 44
18.1.1 Mineralogy 45
18.1.2 Metallurgy 46
18.2 Surface Treatment Plant & Associated Infrastructure 48
18.2.1 Process Plant Labour Reqguirements 50
19 Mineral Resource and mineral reserve estimates 50
19.1 Mineral Rescurces 50
19.1.1 Mineral Resource Statement 50
19.2 Mineral Reserves 52
19.2.1 Reserve Estimation Methodology 52
19.2.2 Breaksven Cut off Grade 52
19.2.3 Dilution & Mining Recovery 53
19.2.4 Concentrate Transport, Sales and Revenues 53
19.2.5 Metal Prices Used for the Reserve Estimation 56
19.2.6 Plant Recoveries Used in Reserve Estimation 56
19.2.7 Mineral Reserves 56
20 Other Relevant Data and Information 57
20.1 Geotechnical studies 57
20.2 Tallings 59
20.3 Project Execution Philosophy 63
20.4 Staffing 63
20.5 Water Management 683
20.6 Risks and Cppoertunities 63
20.6.1 Risks 63
20.6.2 Cpportunities 65
21 Interpretation and Conclusions 66
22 Recommendations 67
23 References 67
24 Date 75
25 Additional Requirements for Technical Reports on Development Properties75
251 Mining 75
25.1.1 Underground Development & Production History 75

PAU255% Aquas Tenidas\Heports\Draft 4 Feasibility Report - Final\d3-101\G14_259% ES Tech Heport.des
January 2606



SRK Gonsulting

Aguas Tefiidas Page il
25.1.2 Mining Method 76
25.1.3 Future Access and Development 76
25.1.4 Mine Waste Management 77
25.1.5 Cre Transport 78
25.1.6 Production Drilling & Blasting 78
25.1.7 Mine Scheduling 78
25.1.8 Services and Electrical 79
25.1.9 Underground Labour Requirements 79
25.1.10Equipment Requirements 79
25.1.11Paste Backfll 80
25.1.12Ventilation 81

25.2 Recoverabllity 81
25.3 Markets 81
25.4 Contracts 81
25.5 Envirenmental Considerations 82
25.5.1 Socio Economic Benefits 83
25.6 Taxes 84
25.7 Capital and Operating Cost Estimates 84
25.7.1 Summary of Capital Cost estimate for the Total Project B4
25.7.2 Summary of Operating Cost Estimate for the Total Project 88
25.8 Economic Analysis 87
25.8.1 Sensitivity Analysis 88
25.8.2 Other Scenarios 90
25.8.3 Extended Mine Life 93
25.9 Mine Life 93
26 Certificates 95

PAU255% Aquas Tenidas\Heports\Draft 4 Feasibility Report - Final\d3-101\G14_259% ES Tech Heport.des
January 2606



SRK Gonsulting
Aguas Tefiidas Page iv

List of Figures

Figure 1.1 : View looking scuth at existing facilities 11
Figure 1.2 : Asturias Dam 11
Figure 1.3 : Portal and Kiruna Truck 12
Figure 1.4 : Map of Aguas Tefidas Mine 12
Figure 1.5: Cverall Site Plan 16
Figure 1.6 : Geclogy of the Iberian Pyrite Belt 20
Figure 1.7 : Example cross-section through Aguas Tenidas showing mineralisation

types 21
Figure 1.8 : 3D views showing the geometry of the massive sulphide mineralisation

and drilling infermation. 28
Figure 1.9 : Mineral Rescurce Classification 29
Figure 1.10 : View of Tallings facility Catchment Area locking East 59
Figure 1.11 : Tallihgs Facility Layout 61

List of Tables

Table 4.1 : Rainfall and evaporation 13
Table 5.1 : Production History at Aguas Tefiidas 17
Table 4-1: Digital drillhcle database for Aguas Tefidas 23
Table 4-2: Summary Tables of drillhcle core recovery 26
Table 4-3: Laboratery Analyses Summary 33
Table 4-4: QA-QC Summary 35
Table 4-5: Check Sampling Standard Submissions 40
Table 14.1 : Precess Recoveries and Concentrate grades 44
Table 14.2 : Milling Summary 47
Table 15.1 : Aguas Tefiidas Mineral Rescurces 51
Table 15.2 : Cencentrate Transport 54
Table 15.3 : Summary of Trafigura off-take quote 55
Table 15.4 : Mineral Reserve Statement 56
Table 18.1: Tallings Facility Costs 62
Table 21.1 : Aguas Tefiidas Historical Development 75
Table 21.2 : LoM Capital Cost 84
Table 21.3 : Capital Currency breakdown 85
Table 21.4 : LoM Mining, Processing Operating and GA Costs 86
Table 21.5 : LOM Mining Operating Costs (excluding processing} 86
Table 21.6 : Average Operating Costs for Ore Processing 86
Table 21.7 : Average Processing costs by ore type 87
Table 21.8 : Exchange Rate & Metal Prices 87
Table 21.9 : Project NPV for Sales Revenue v Discount Factor 88
Table 21.10: Project NPV for Operating Expenditure v Discount Factor 89
Table 21.11: Project NPV for Capital Expenditure v Discount Factor 89
Table 21.12: Project IRR for Sales Revenue v Cperating Expenditure 89
Table 21.13: Project IRR for Sales revenue v Capital expenditure 90
Table 21.14 : Project IRR for Operating Expenditure v Capital Expenditure 90
Table 21.15: NPV Base Case 100% Equity for Copper and Zinc Price scenarios 91
Table 21.16: IRR Base Case 100% Equity for Copper and Zinc Price scenarios 91
Table 21.17: NPV 20% Grant for Copper and Zinc Price scenarics 91
Table 21.18: IRR 20% Grant for Copper and Zinc Price scenarios 91
Table 21.19: NPV US$65M Bank debt for Copper and Zinc Price scenarios 91
Table 21.20: IRR US$65M Bank debt for Copper and Zine Price scenarios 92
Table 21.21 : NPV 20% Grant and US$65M Bank debt for Copper and Zinc Price

scenarios 92

PAU255% Aquas Tenidas\Heports\Draft 4 Feasibility Report - Final\d3-101\G14_259% ES Tech Heport.des
January 2606



SRK Gonsulting
Aguas Tefiidas Page v

Table 21.22 : IRR 20% Grant and US$65M Bank debt for Copper and Zinc Price
scenarios 92

PAU255% Aquas Tenidas\Heports\Draft 4 Feasibility Report - Final\d3-101\G14_259% ES Tech Heport.des
January 2606



- SEK Consultigge 2
SRK Consultin
1-3 Windsor Place
N = Cardiff

Engineers and Scientists

United Kingdom
CF10 3BX

e-rnail: cardiffidd srk.co.uk
URL wnaner srk co Uk

Tel: +44(0)28 20 34381 &0
Fax +44(0)29 20 34 81 949

January 2006

AGUAS TENIDAS FEASIBILITY STUDY
EXECUTIVE SUMMARY

3 SUMMARY

SRK was requested by PGM Ventures Corporation. to undertake a Feasibility Study for the
re-opening of the Aguas Tefiidas Mine in southern Spain owned by its local subsidiary
Minas Aguas Tefiidas S.A (MATSA). To this end, SRK has undertaken an extensive
program of on site technical work involving core logging of infill drilling, sampling, and test
pitting for plant site and tailings management facilities plus a wide range of other office
based work relating to mine planning and resource estimation.

The mine is a formerly producing polymetallic mine situated in a historical mining district
on the Iberian pyrite belt. The mine formerly produced almost 900 000t of material that
was trucked 28km to the Almagrera processing plant. Aguas Tefiidas at that time was
simply a satellite mine to Almagrera which was also fed from two other sources. The mine
closed in the past due to financial difficulties encountered by the former owner unrelated to
the Aguas Tenidas operation. Aguas was a modemn trackless mine that commenced
production in 1999 and ceased in 2001. The mine is accessed by means of a decline from
surface and used long hole open stoping as its primary mining method.

Aguas Tenidas is an exhalative volcanogenic massive sulphide deposit which has two
distinct ore types; copper ore and polymetallic ore. The typical run of mine grades expected
are summarised in the table below. In the past, 90% of ore produced was polymetallic due
to its higher contained value.

SRK has classified Mineral Reserves in accordance with the CIM code and adhering to the
guidelines set out by NI 43-101 and are summarised in the table below. The statement in the
table below has been estimated using drilling information collected up to November 2005
and is effective 18™ January 2006. The current Mineral Reserves are sufficient for 13 years
of production. In this Summary Technical Report the economic evaluations are based solely
upon the Reserves in the above table.
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Mineral Reserve Statement
Reserve Category Tonnes (Mt) Cu (%) Zn (%) Pb (%) Ag (a/t) Au (g/t)

Polymetallic Ore

Longhole Stoping - Proven 1.75 0.50 6.94 201 66,29 1.06

Drift-and-Fill - Proven 3.63 0.62 6.20 1.82 51.95 077

Ore Development - Proven 0,11 071 6,44 1.38 36.61 0.87

Longhole Stoping - Probable 1.6% 1.24 7.36 2,23 7542 0.90

Drift-and-Fill - Probable 3.60 1.17 7.81 2.46 78.54 075

Ore Development - Probable 0.14 1.1 7.66 2,39 78.22 0.80

TOTAL 10.92 0.95 705 2.13 67.36 0.83
Cupriferous Ore

Longhole Stoping - Proven 4.01 231 1.17 0.23 2751 048

Drift-and-Fill - Proven 247 2.23 0.93 0.2¢ 28.68 0.53

Ore Development - Proven 0.43 2.28 1.08 0.25 27.96 0.50

Longhole Stoping - Probable 1.28 2.84 0.42 0.13 2721 0.39

Drift-and-Fll - Probable 1.26 261 0.40 0.12 29.14 0.52

Ore Development - Probable 0.15 273 0.41 0.13 28.16 045

TOTAL 9.64 241 0.89 0.22 28.02 049

Restart of operations at the mine will result in the construction of a new on site processing
facility that will have separate circuits for the copper and poly metallic ores respectively.
SRXK notes that due to the fact that the mine never formally closed, the permits required to
restart operations will be limited those required for the processing plant and tailings
facilities only.

Future ore production will commence at the rate 1.6 Mtpa divided equally between the ore
types. The mining methed will continue to be longhele open stoping supplemented by drift
and fill. Paste backfill technelegy will be applied te fill underground veids allowing ore
recovery up to 87%. The paste plant on surface will also produce a high density non
segregating tailings slurry for surface deposition in a lined facility. The high density tailings
will ensure long term stability of the storage facility and maximise the volume that can be
stored thers. Process recoveries have been predicted by test work at RPC and are as

follows:
Ore Type Type Concentrate Fo;lifis\:er":ftal Concentrate Grade
Polymetallic Zing 85% 53%
Copper 70% 23%
L ead® 70%* 45%*
Cupriferous Copper 85% 25%

* Based on batch test results

The results from the SRK work at Aguas Tenidas indicate the US$168M of capital is
required to restart operations. Life of mine operating costs for the copper and polymetallic
ore types were estimated to be UUS$25/t and US$28.5/t and respectively. The copper ore is
slightly cheaper to process due to its lower comminution costs.

Metal prices fro the SRK Base Case were assumed to be as follows:
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Year 2007 | 2008 | 2009 | 2010 | 2011+
Copper (USHIb) | $1.40 | $1.30 | $1.90 | $L.10 | SL10
Lead (US$AbY | $0.34 | $0.34 | $0.34 | $0.34 | $0.34
Zinc (US$1b) $0.58 | $0.57 | $0.55 | $0.55 | $0.55
Silver (US$/oz) | $6.00 | $6.00 [ $6.00 | $6.00 | $6.00
Gold (US$/oz) $350 | $350 | $350 | $350 | $350

Using the Base Case assumptions the calculated Intemal Rate of Return (IRR) is 12.4% and
NPV of US$41.0M using a discount rate of 8.0%. The conclusion of the SRK feasibility
study is that the Aguas Tefiidas project is technically and economically feasible based en the
investigations and assumptions made in this report

SRK’s the primary recommendation is that PGM / MATSA proceeds with its planned
program of permitting and financing and engage apprepriate contractors and acquire the
management team for the project.

In addition, SRK netes that pilot plant test work is completed to verify process plant
recoveries, concentrate grades and levels of penalty elements in the cencentrates must be
undertaken. Also, further paste backfill strength testing using pilot plant tailings and
additional infill drilling is required.
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4 INTRODUCTION AND TERMS OF REFERENCE

4.1 TERMS OF REFERENCE AND PURPOSE OF REPORT

In August 2004 PGM Ventures Corporation (PGM) commissioned SRK Consulting (UK)
Limitad (SRK) to prepare a Feasibility Study for the re-opening of the Aguas Tefidas
underground pelymetallic mine in Spain.

The objectives of the Feasibility Study were to critically review the available information,
define design criteria, carry out additional site work, generate a life of mine plan and
evaluate project economics to a Feasibility Study level. The work included a review of all
histerical activity on the property, including geclogy, sampling and assaying practices of
previous owners and an independent estimation of Mineral Resources and Mineral Reserves
relative to the standards outlined in NT 43-101 using the definitions of various categories of
resources and reserves established by the Canadian Institute of Mining (CIM). The
feasibility study was completed by SRK having refined project alternatives in earlier SRK
work. The Feasibility Study document was issued in January 2006 and provides the
technical basis of this report. SRK notes that the Feasibility Study prepared by SRK follows
industry norms and was undertaken to satisfy the following objectives:

»# To satisfy internal decision making requirements within PGM

# To generate an independent estimation of Mineral Resources and Mineral Reserves
relative to the standards outlined in NI 43-101 using the definitions of various

categories of resources and reserves established by the Canadian Institute of Mining
(CIM)

» To assist local permit applications for a variety of environmental and industrial
permits

# To apply for grant funding from the European Union via the Spanish government
# To provide a basis for negotiating project” finance from a commercial bank

In order to satisfy the above requirements, and in particular the Spanish autherities it was
essential that SRK demonstrated a mine life as long as possible. To this end, SRK based the
Life of Mine Plan in the Feasibility Study Repert on the basis that all Mineral Resources
would be ultimately converted te Mineral Reserves. This preduced a project with a 15 year
production life.

With regard to regulatory compliance in Canada, SRK notes that econemic evaluations for
mining projects must be solely based on Mineral Reserves derived from Measured and
Indicated Mineral Rescurces. Therefore, SRK has ensured that the economic evaluations in
this Summary Technical Report are in accordance with the 43-101 guidelines. The result of
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4.2

4.3

431

this is a mine with a 13 year production life based on the proven and probable mineral
reserves only.

SRK notes that based upen the technical work carried out by SRK, Aker Kvaerner and RPC
and using the metal price assumptions in this report that the Aguas Tefiidas project is
technically and economically viable on either a 15 year or 13 production life.

SOURCES OF INFORMATION

The information SRK has used for this report has come from a wide range of sources
including internal company reports and records from the previous owners, original assay
certificates and independent reports provided by Howe,1997; Howe, 2000 and Franklin
(2004). Metallurgical testwork results and reports have been provided by Ross Gilders at
RPC laboratory in New Brunswick and Phil King at the Wardell Armstrong laboratery in
Cornwall, UK. Paste backfill strength tests were also carried out at the Wardell laboratory
in UK.

In addition to the above, SRK has undertaken a program of on site activities:

J» Geotechnical logging of core from an underground drill program and underground
mapping of existing workings

> Drilling of site investigation heles for the tailings facility, with associated
hydrogeological testing with packers

% Excavation and logging of 25 test pits for tailings facility
¥ Excavation and logging of 17 test pits for the processing facility site investigation
¥ Water, rock and seil sampling for environmental purposes

A limited independent check sampling program on drill cores as outlined in Section
15 of this report.

During the site visits SRK was assisted by Raul Hidalge the mine geologist for MATSA
(and was also the geologist under the previcus owner, Navan mining). Mr Hidalgo is
‘cqualified person’ under the guidelines of 43-101 and has been respensible for preparing the
estimates of Mineral Resources at Aguas Tenidas for the previous owner.

FIELD INVOLVEMENT

Qualifications of Consultant

The SRK Group comprises 500 staff, offering expertise in a wide range of resource
engineering disciplines. The SRK Group’s independence is ensured by the fact that it holds
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Feasibility Study, who are listed below, have extensive experience in the mining industry
and are members of good standing of appropriate professional institutions.

Site
Role Person visit

Project Director Allan McCracken, C.Eng BSc, MICE, MIMMM, N
Project Manager and Mineral | Michael Beare, C.Eng, B.Eng (Hons) MIMMM, vy
Reserves ACSM

Geology and Mineral Resources | Mark Campodonic BSc, MSc, EGS, MIMMM Y
Geology and Mineral Resources | James Gilbertson BSc, MSc, FGS N
Geology and Mineral Resources Martin Pittuck, C.Eng, MSc, BSc, MIMMM N
Mining Gilbert Lamarche, P.Eng, B.Eng (Hons), Y
Engineering Drawings Gareth Thomas, BSc (Hons), Member AGI N

. . . Neil Marshall, C.Eng, BScMSc, MIMMM,
Geotechnical Engineering MBS A MISRM Y
Geotechnical Engineering Philip Mchr, BSc, MSc Y
Mineral Processing Paul Riley C.Eng, BSc(Tech) MIChem, FIMMM Y
. . [an Brackley, C.Eng, BSc,PhD, MICE,

Tailings Storage Facility MIMMM, ES AIMM Y
Tailings Storage Facility Tayfun Gurdal, BSeMSc, CGE (Turkey) Y
Hydro geology Ben Green, MSc, FGS Y
Environmenta Emilia Szabo, BS¢, EGS Y
Environmental Ben Rees, BS¢, MSc, MIMWA Y
Financial Modelling Levi Spry B.Eng, MAusIMM, STA({Assoc) Y

The Qualified Persen with overall respensibility for reperting of Mineral Resources is Mr.
Martin Pittuck, C.Eng., MIMMM, who is an employee of SRK. Mr. Pittuck is a mining
geologist with over 10 years experience in the mining industry and has been responsible for
the reporting of Mineral Resources on various properties internaticnally during the past five
years.
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