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1. SUMMARY

Xtierra loncor (thhxet ifeCGormppany 0) has instructed Con
to prepare &l 43-101 compliant report on the Bilbao SilvéeadZinc Property. The present report is
essentially a revision of an earlier report by Parker, dated Febr64rg0l0 entittedi Ge ol ogy a
Mineral Resources of the Bilbao SilveeadZi nc Deposi t, St atamdimcludesZzaa c a't
revised resource estimate.

The Company holds a 100% interest in the Bilbao SieaxdZi nc Pr operty Mindrahe 0F
Portree de Zacatecas, S.A.de C.V., a previous owner of the property, retains a 1.5% royalty on Net
Smel ter Return (ANSRO) .

This Report was prepared by Mr. Richard ParkeGcB MIMMM, C.Eng, FGS, Consulting Mining

Geol ogi st . PamdkePreris® na aQ4Bd04if MHanvesited tiheyproperty from
January 23, 2007 to February 7, 2007 and from January 6th to 16th 2010 when he completed site visits,
examined the major mineral occurrences, examined diamond drill core and reviewed teldvanal
documents which were made available by the Company upon request at their Zacatecas office.

The Property, located 475 kilometres northwest of Mexico City, and £8da0of the city of Zacatecas,
consists of nine exploitation concessitoizlling 1,406.7 hectares that are valid for at least 25 years.

The earliest recorded ownership of the Bilbao mine was reported to be 1928. At or about the end of
World War Il, approximately one million tons of oxide zeco pp e r Ahi storical or
glory holes and shallow underground workings and dsebti pped t o Asarcods s
Texas.

The property lies on an undulating plateau area which is used for stock raising and crops. It is within
easy reach of a major highway and the natiehedtrical grid. Adequate water supplies for a mining
operation exist but will need to be purchased. The population of nearby towns and villages could
provide an adequate workforce.

An environmental study identified a number of protected cactus spicithe vicinity, but no rare
species that might hinder mine development were recorded.

During the 1990606s Mi nera Portree S.A. de C. V.,
(AKil bornodé) who i nve s ipimirang axlvattiehchingfthe aearislfack oxidey o
copperzinc mineralization, but concluded it was uneconomic to recover the lead and silver at the then

current metal prices.

In 2007 the Company retained A. H. Summers, Consulting Engineer, to prepare a préyeasibili
scoping study on the Bilbao Project. This study was based on the MEGA (2007) estimates for the
sulphide and mixed resources below the 2078 metre elevation. The study proposed mining the sulphide
ore at the rate of 1000 tonnes per day and progegdiy flotation, involving a capital cost of US $43.3
million dollars. Economic evaluation, using then prevailing metal prices, indicated a Net Present Value
$71.0 million @ 10% discount rate, and an Internal Rate of Refut.26. The parameters onhich

the study was based have now been superseded by changed metal prices, increased resource base &
improved oxide metallurgy, all of which suggest that open pit mining will provide a more feasible
option.

Exploration at Bilbao by the Company has beenducted through an agreement with local surface

owners. Formal, longer term, agreements will have to be negotiated, to obtain surface rights to 5
hectares for the access roads and the 60 hectares covered by the proposaitl plare and tailings
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pond The Company must also negotiate agreements to purchase sufficient water rights and drill wells to
provide 100,000 cubic metres of water per year to support a potentiahmiim®emplex.

The Company controls approximatelf,267hectares of exploration and mining licenses immediately
surrounding the Bilbao property and in other areas withinPeafilo NateraDistrict. Some of these
properties have seen historic production mainly developed onrghégle silver veins. These properties
are not the subject of this report.

Other companies active in the area include Sterling Silver Company, Arian Silver Camp¢&zth José
silver vein deposit), Tee€ominco (San Nicolds VMS deposit) and Grupo Mexico.

The Property is located in the Panfilo Natera Mining District, which occupies the central portion of the
La Blanca batholith(Tertiary) consisting mainly of monzie and granodiorite intruding volcanics
overlain by Jurassic and Cretaceous limestones and other sediments. Northwest trending structures hos
minor intrusions and important vein systems that have been successfully mined in the past. The Central
Meseta ha a diverse range of mineral deposit types including VMS & Sedex deposits, Low
Sul phidation Epither mal Vein depodeposits,ilrorf Qx@l&E VDO s
Copper Gold IOCG) deposits and Carbonate Replacement Deposits (CRD) sudbas. Bi

The principal contained economic metals are silver, zinc, copper and lead together with lesser
amounts of gold and tin.

Mineralization at Bilbao occurs as skarn, and replacesneihfavourable limestone beds near the
contact with the La Blanca gradiorite intrusive. Mineralization is best developed atgtanodiorite
contact and along beds (fimantosodo) within the |
Blanca intrusive are locally overlain by later tuffs and Pleistocene age basalts.

Sulphide and oxide mineralization occurs as stacked tabular lenses up to 50 metres thick that
preferentially follow the bedding of the limestone or are transgressive to the bedding close to the granite
contact where they develop as a contact skarn. Xitoe-eulphide transition zone ranges between 130
metres and 150 metres in depth depending on the location within the deposit.

The principalsulphideminerals present in the primary mineralization are pyrite, sphalerite, galena and
chalcopyrite. The priipal oxide minerals are iron oxides, hemimorphite and hedyphane. Oxidation is
incomplete so that some remnaatphides persist in the oxide zone, particularly galena and sphalerite.
Where sulphide content exceeds 25%rttieeralizatiorhas been classife d as A Mi xedo.

Geological mapping has been completed over most of the Property including areas away from the main
mineralizatiorbut is hampered by extensive calcrete development.

Geophysical surveys carried out by the Company included IP and graagmktic failed to indicate
useful anomalies due largely to overlying basalt flows thask any signature from the underlying
mineralization

Soil geochemical surveys completed by the Company over the claim bloitiked a large Cu, RiAg
and Zn geochmical anomaly over the historic Bilbao workings amad strongly anomalous
contamination plume emanating from the old El Cabezén mine and mill com@aksidiary soil
anomalies wer@entified atArdillas and El Porvenir.

Comprehensive channel sampliofjthe oxide zone has been completed for the glory holes and some
sampling has been conducted in underground levels.

Prior to the Companydés involvement at Bil bao,
Diamond drilling,totalling 18,820 netres has been completed by the Company in four phases between
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May 2006 andSeptembeR010 in order to test the Bilbao deposit on a 50m grid. Core recovery was
generally excellent within the sulphide zone, but in the oxide zone consistently poor cosyrezas
recorded caused by cavities and the friable nature of the oxide mineralization. = Downhole surveys
completed on a limited number of holes indicated minimal deflection and it has been assumed that the
remaining holes are also subjectimimal deviation from vertical.

Density measurements of drill core indicate that appropriate densities for resource estimation are 3.6

g/cm3 for sulphide mineralization 3.1 g/cm for mixed mineralizationand 2.7 g/crh for oxide
mineralization

The drill core was logged and sampled by or under the supervision of a qualified person. The intervals
to be sampled were identified, typically over 1m, and split using a diamond saw. One half of the core
over the sample interval was placed in a plastgcwizh a prenumbered assay tag, tied and delivered to
SGS Mineral Services laboratories in Durango for analysis &tewartGroups sampl e pr e
laboratory in Zacatecas for sample preparation and analysis at its laboratory in Kamloops, B.C., Canada
All core samples, totaling 11,034, were analyzed for 33 elements bPESor ICPMS. Samples
reporting base metals at percentage level by this method rerarealysedBy Atomic Absorption or

Fire Assay as appropriate.

A minority of samples were analysed for gold and tin, which both returned results indicapngdongt
potential. Gold and tin were not included in the resource estimate due to the incomplete dataset for these
metals.

Sample security was ensured througtiopting suitable security measures. Quality control and
assurance was maintained by the use of blanks, standards and duplicates throughout the sampling an
analytical procedures. Analysis of standards indicated that analytical results for all matigdedaby

SGS are probably slightly lower than the standard values, ranging from 1.16% for copper to 4.68% for
lead. This slight negative bias was corroborated by results of duplicate samples submitted to a second
laboratory. These results suggest the ibiiyg that the Pb and Zn grades of the estimated resource may

be slightly understated.

The Company holds extensive claims in the area surrounding Bilbao which hold potential for
mineralizationbut have been the subject only of reconnaissance explorati

Selected sections of split drill core were split a second time to obtain samples for metallurgical testing,
leaving ¥4 of the original core in the core box for historical record as required by-NI4 Rl of the
sampling was carried out by or undbe supervision of a qualified person. The selected % core splits
were placed in plastic bags, tagged and sent by courier to the SGS laboratory in Durango, for
metallurgical testing.

Preliminary metallurgical results indicate that marketable concesit#e be produced from both
sulphide and oxide material.

During 2010 samples for further metallurgical testwork on the oxide resource were taken from different
sectors of the underground 40 & 76 levels and from within the Glory Holes. The resultsvofkes
performed on these samples are not yet available.

A number of historical resource estimates have been carried out using manual polygonal methods, and
cut-off values of 6% Zneq appropriate to underground mining meth8dbsequent preliminary
engineeing and economic studies by the company have indicated that both oxide and sulphide may be
amenable to open pit mining. In view of these considerations, it was decided to carry out further
resource estimation by block model since this would facilitateures estimation at varying cutoff
grades and metal prices which would be required during the proposed Feasibility Study.
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Relevant diamond drill data were reviewed, validated and incorporated into a Micromine database that
comprised assays (including dgge), geology, surveys and collars. Composite samples were calculated
for 1 metre intervals. Grade interpolation by Inverse Distance Squargdr{Ehodinto 5mx 5m x2m

blocks was carried out for Core Domains and for Peripheral Domains using sdgrabidsl with
appropriate ranges and orientations determined by variography. Grade model plots were combined or
overlain withdrill-hole plots and geological crosections to enable verification that the block grades

in most areas are in close conformtitythe geological interpretation and in particular to the extent and
orientation of interpreted mineral zones.

The 50 metre drill grid used at Bilbao is adequate for geological and grade continuity between
intersections in adjacent drill holes to be s@m@ably assumed within the Core Domain. Blocks
interpolated by 40m search ellipsoid within the Core Domain are therefore considdtgfl tthe
criteria for Indicated Resources.

Most mineral zones within the Peripheral Domain are defined by sindleindersectionsallowing
geologicaland grade continuity to be assumed with a lower level of confidence. Blocks interpolated by
an80m search ellipsoid both within and outside the Core Domain are therefore considettid ttee
criteria for Inferred Resources.

The following table summarises the overall results of the resource estimation completed for the Bilbao
Deposit, using a cutoff of 3% 2n:

TABLE 1. BILBAO RESOURCE SUMM ARY

million | Cu | Pb Zn Ag ot Zneq tonnes
tonnes| % | % | w |799 % ZnEq

Indicated| 10.62 | 0.19(2.00| 2.13 | 53.81 | 6.48 688,258
Inferred 043 | 0.18]1.73] 144 | 46.39 | 5.19 22,317

category

The 2011 resource estimate records significantly higher Indicated tonnaddt(lib&n the previous

2010 estimate (9Mt). This is due principally to the inclusicof 2010 drilling results allowing
conversion of Inferred resources to Indicated category. The 2011 estimate is considered to be more
reliable than the 2010 estimate which resourcesnay have been overestited due to excessive
parent block size and inadequate wireframe constraints.

The resul ts of the 2011 esti mate ar $ousfemanagal os e
estimate based on the same data.

Potential to increase the Bilbao resourgists, particularly at depth to the south and southwest where
drill-holedrill-hole X81 on then margin of the drill grid, intersected 6.15 metres grading 6.66% Zneq.
Deep intersectionsf high grade vein silvemineralizationwarrant require mwre detaileddrilling to
definea resource.

2. INTRODUCTION

Consulting Geologi st Ri chard Parker (AParkero)
Companyo) to prepare a Technical Report (fAthe
Instrument 431 01 ( AINO 1 0 )4 3a n-d01MF ¢Stamdards3of Disclosure for Mineral Projects)
with respect to the Bilbao SilvreadZinc Property. Parker understands that Xtierra will be filing this
report electronically on SEDAR pursuant to NF4@1.

TheReport is a revision of a report prepared by
Mineral Resources of the Bilbao SilveeadZi nc¢ Deposit, State of Zacat
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The Report incorporates the results of diamond drilling carried oMtibyra during 2010, which has
allowed a new (2011) resource estimate in which most of the inferred resources of the 2010 estimate
have been converted to indicated resources.

Xtierra carried out a resource estimate by manual methods in 2010 which widedép@ document
entitled O6Feasibility Study on The Bilbao Pro
present report incorporates a computer generated block model resource estimate which is based on th
same data as the Xtierra (2010) estimate

The Company holds a 100% interest in the Bilbao SikeasdZ i nc Pr operty (the AF
Porree de Zacatecas, S.A.de C.V., a previous owner of the property, retains a 1.5% Net Smelter Return
royalty.

2.1. SCOPE AND CONDUCT

This Report was prepad by Mr. Richard Parker, BSc, MIMMM, C.Eng, FGS Consulting Mining
Geol ogi st , (6Parkero) . Par ker has over 30 ye
including extensive experience in international mineral exploration and evalydteissafi Qu al i f i e
P e r sas defined by N43-101.

Parker visited the property from January’28 February 7, 2007 and from January’@o 16" 2010
when he completed site visits, examined the major mineral occurreavedgated the diamond drill
core and reviewed relevant technical documents that were made available by the Company

In completing this angrevious reportsParker reviewed a large amount of d@dist of the reviewed
reports is showrin Section 210, References which was generated by the previous owners of the
Property, by independent consultants and by the Company.

2.2. UNITS

All units of measurement used in this Report are metric unless otherwise stated. Tonnages are reportec
as metric tonnels v(afltuoe)s a(ncdo pbpaesre, nheetaad and zi nc)
or parts million (Appmd) . Precious metal s

) Ot her references tédppmorhemi pal
billion bo) as reported by the originating
stated otherwise.

T —~+ 0
T o~

Universal TrangerseMer cat or grid coordinates (AUTMO) ar
Property is located idTM zone 13north

2.3. DISCLAIMER

Xtierra and its subsidiaries have warranted that full disclosure of all material information in its
possession or control has been made to Parker. Xtierra has agreed that neithveitstassociated
companieswill make any claim against Parker to recover any loss or damage suffered as a result of
Parkerds reliance upon the f or mauseiothe ppepacation ofe d |
this Report. Xtierra has also indemnified Parker against any claiingagsit of the assignment to
prepare this Report, except where the claim arises as a result of any mitiuednisconduct or
negligence on the part of Parker. This indemnity is also applied to any consequential extension of work
through queries, questios , public hearings or additional WO
engagement.

Neither Parker nor family members associates havany business relationship with Xtierra or any
associated company, nor with any company mentioned in this Repgodh v likely to materially
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influence their impartiality or create a perception that the credibility of this Report could be
compromised or biased in any way. The views expressed herein are genuinely held and deemed
independent of Xtierra.

Moreover,neither Parker nor family members nagsociates have any financial interest in the outcome

of any transaction involving the Property other than the payment of normal professional fees for the
work undertaken in the preparation of this Report (which is baped hourly chargeut rates and
reimbursement of expenses). The payment of such fees is not dependent upon the content or conclusion
of either this Report or consequences of any proposed transaction.

Parker has not been asked to verify mineral tittengliance with Mexican laws and regulations or the
underlying intercompany agreements and title transfers. Though Parker has carefully reviewed the
available information, Parker has not conducted any extensive independent investigation of the data.
Xtierra has reviewed draft copies of the Report for factual errors. Hence, the statement and opinions
expressed in this document are given in good faith and in the belief that such statements and opinions
are not false and misleading at the date of this Report.

Parkerdéds opinion épurpgsesoutlined i Gectiowd bfahisRepbrtoand Parker
consents to the use of the Report for this purpose. Parker reserves the right to, but will not be obligated
to, revise this Report and conclusionsréte if additional information becomes known to Parker
subsequent to the date of this Report.

2.4. MEXICO MINING BACKGR OUND

Mining has been undertaken in Mexico since antiquity especially at Chalchilmuiteghern Zacatecas

where over 800 prelispanic mines have been discovered, mainly for ornamental turquoise. Larger
scale mineral production began during the Spanish colonial times. Between 1546 and 1548 numerous
silver deposits were discovered in Atecas, which swiftly grew to be the country's third largest-city
surpassed only by the capital and Puebla. Mining booms later hit Guanajuato, SRatbsjs?achuca,
Tepezala, and Taxco. By the early 17th Century, Zacatecas was producing a thixdcofdvddver and

a fifth of the total world supply.

During the War of Independence and its aftermath, mining activities declined until the lafe @840
international interest in the mineral potential of Zacatecas developed with German, Englisararid F
investment. This interest level continued until the time of the Mexican Revolution (1914) when almost
all mining activity ceased.

Following the end of World War I, investment in new technologies permitted the development of lower
grade depositsral led to the eventual discovery of new deposits in the Soebdtea which achieved

the highest volume of underground production in Mexiodhe discovery of the rich silver deposit at
Real de Angeles and to the development of the deeper levels dthhargentiferous veins in the
Fresnillo mining district.

In 2000, 504 international mining companies were exploring in Mexico, including 203 Canadian
companies and 199 from the United States. Most of the junior companies are searching {fgoldilver
epithermal type deposits especially of bonanza type although largerlsddeinc and VMS type
targets are also widely sought.

Following a simplification of the mining rules in Mexico in 1996 there has been strong influx of
expatriate exploration cgmanies in search of opportunities.

2.5. MEXICAN MINING LAW

All mining and environmental activities in Mexico are regulated by the Direccion General de Minas and
by the Secretaria de Medio Ambiente, Recursos Naturales y Pesca (SEMARNAP) from Mexico City,
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underthe corresponding Laws and Regulations. All minerals below surfghts are vested irthe
St at e; while surface rights are owned by dndejid
the right of access and use of their land.

Mineral exploration and mining in Mexico are regulated by the Mining Law of 1992, which establishes
that all minerals found in Mexican territory are owned by the Mexican nation, and that private parties
may exploit such minerals (except oil and nuclearl fnerals) through mining licenses, or
concessions, granted by the Federal Government.

Under the terms of the original law, exploration concessions were granted for a period of sangears
exploitationconcessions for a period of fifty years. Theresw@ provision to extend the term of the
exploration concession but exploitation concessions were renewable once for an additional term of fifty
years.

On April 29, 2005 the Mexican Congress published several amendments to the Mining Law of 1992.
According to these amendments, old exploration and exploitation concessions were replaced by a single
concession type, the mining concession, which gives the holder both exploration and exploitation rights
subject to the payment of relevant taxes. Old exploratimd exploitation concessions were
automatically transformed into mining concessions with a single term of 50 years from the date the
concession was first registered at the Public Registry of Mines. Accordingly, exploration concessions
that were originallyissued for a term of 6 years now have a term of 50 years from the date the
exploration concession was originally registered. Under the new amendments, the concession holder has
all the rights previously granted for an exploitation concession under theaold

Concessions may be granted to (or acquired by, since they are freely transferable) Mexican individuals,
local communities with collective ownership of the land known as ejidos and companies incorporated
pursuant to Mexican law, with no foreign owrtdps restrictions for such companies. While the
Constitution makes it possible for foreign individuals to hold mining concessions, the Mining Law does
not allow it. This means that foreigners wishing to engage in mining in Mexico must establish a
Mexican caoporation for that purpose, or enter into joint ventures with Mexican individuals or
corporations. Maintenance obligations which arise from a mining concession, and which must be kept
current to avoid its cancellation are the performance of assessmenttiieogayment of mining taxes

and the compliance with environmental laws. The Regulations of the Mining Law establish minimum
amount of assessment work that must be performed during exploration and/or exploitation

In Mexico, exploitation concessions avalid for 50 years and are extendable provided thaet
application is made within the figear period prior to the expiry of the concession tnedbiannual

fee and work requirements are in good standing. All concessions must have their boundatasdrie
astronomically nort)south and eastest and the lengths of the sides must be one hundred metres or
multiples thereof, except where these conditions cannot be satisfied because they border on other
mineral concessions. The locations of the concassane determined on the basis of a fixed point on the
land, called the starting point, which is either linked to the perimeter of the concession or located
thereupon. Prior to granting a concession the company must present a topographic survey to the
Direccién General de Minas (DGM) within 60 days of staking. Once this is completed the DGM will
usually grant the concession.

3. RELIANCE ON OTHER EX PERTS

The findings, conclusions and recommendations of this report are based on the information provided by
the Company consisting ,obut not restrictedto internal reports prepared by the Company and
independent consultants to the Company, which included a prefeasibility study prepared by A.H.
Summers, resource estimate reports prepared by J. Aucott of MB@An®etallurgical test work
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conducted by H. Osborne & Associates, a geological report oRP&hélo Natera District by A. C.
Gallon, a prefeasibility study prepared by Kilborn Engineering for Minera Portree, S.A. de C.V. in the
mid 1990s, and other repsmprepared for the Company or other previous owners of the properties, as
well as reports on the exploration, drilling and sampling activities of the Company.

The present report also relies on information contained within predbd8-101 compliant eports by
Sout hampton Associates including the rlegddimct ent
Property,PanfloNat era Mi ning District, State of Zacate
on the subsequertll 43-101 compliant reprt by Parker dated February "™8010 and entitled
ifGeol ogy and Miner al Reeaddunce®epbdbsihe Bilhbeaoobi

Parker has relied on the Companyods assurdnmnces
good standing, and that all required expenditure commitments have been met. All information
requested by Parker was readily supplied.

The present report relies substantially on Part 1 of a Feasibility Study Report in six volumes, by Gallon
et al, Deember 2010, which incorporates most of the relevant data relating to the geology and mineral
resources of the Bilbao Deposit and includes a manual resource estimate.

A list of documents used during the compilation of tejgart is contained in sectid®, References. All

maps and diagrams that accompany this report were supplied by the Company, with the exception of
those generated during the execution of the resource estimate and reproduced inadetidked has
reviewed them for completeness amtwacy, and has selected the most relevant ones for inclusion.
Parker did not conduct any independent sampling due to the extensive amount of sampling completed
over the past three years, which has depleted the amount of drill core remaining as airecohia

Parker was on site in Mexico from January 23, 2007 to February 7, 2007 and from January 6th to 16th
2010. During this time he visited the Property and held discussions with Xtierra management. Parker
was accompanied on the first visit by Dr Aotly C Gallon, Chief Geologist and by Sr Victor
Rodriguez, Senior Exploration Geologist for Xtierra. On the second visit Parker was accompanied by Dr
Gall on and Ingeniero Luis De La Fuente, The Cor

This Report is baskon information known to Parker as of February 1st, 2011.
4. PROPERTY LOCATION AND DESCRIPTION
4.1. LOCATION

The Bilbao Property is located 475 kilometres northwest of Mexico City in the State of Zacatecas,
45km east southeast of the state capital, Zacatecas (E)gared 4 kilometres west of the small town of
GeneralPanfiloNatera, and is centered on ltatie 22396 470, [Oh@i4@ae dt02al
of about 2160 metres.
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FIGURE 1. REGIONAL PROPERTY LO CATION MAP

4.2. LAND TENURE

The Propertyconsists of 1,406.7 hectares comprising nine (9) exploitation concesBignse2 and

Table 2. Additionally, five (5) small claims (La Blanca, Ampliacion La Blanca, La Africana,
Ampliaciéon ElI Cabezon, and La Fe) are located inside the Property, but beyond the limits of the
proposed operation, and are not material to the project.

The various progrty boundaries can be located by finding, in any particular search area, the concrete
beacons (mojoneras) which mark the limits of exploration properties and in the case of Bilbao, mining
leases. Mojoneras are triangular pyramidal trig. points, paintetk with the relevant information
written on in black. The exact location of these mojoneras is known. Once a mojoneras is located within
the area of search the new claim boundaries are laid out

The Companyholds several other claims in proximity to Bao which are discussed in section, 15
Adjacent Properties.

The author hasiot examined the legal status of the Bilbao Claims but documents provided by the
Company indicatéhat they are in good steing.
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TABLE 2. BILBAO PROJECT: MINE RAL CLAIM LIST

ﬁlaarinné Type N(Ejlr?:tr:; r Owner Area (ha) Term
Start End
Bilbao | Exploitation| 222854 | Bilbao Reé‘\)/“rces SAdel 573444 | 09/09/2004| 08/09/2054
Bilbao | Exploitaion | 214309 | BilPao Resources SA del 4227656 | 06/09/2001| 05/09/2051
Bilbao Il | Exploitation | 222638 | Bilbao Respurces SA de| 570.0319 | 03/08/2004| 02/08/2054

La Guera | Exploitation 198980 Bilbao Mining SA de CV 9.0000 11/02/1994 | 10/02/2044

El Porvenir | Exploitation 177340 Bilbao Mining SA de CV 25.0000 | 18/03/1986| 17/03/2036

Mina Los

Exploitation 198978 Bilbao Mining SAde CV | 25.0000 | 11/02/1994| 10/02/2044
Compadres

Bilbao Resources SA de

El Trinque | Exploitation 211940 cv

8.5434 28/07/2000| 27/07/2050

Leonor Exploitation 210484 Bilbao Mining SA de CV 10.0000 | 08/10/1999| 07/10/2049

El Milagro | Exploration 223126 Bilbao Mining SA de CV 9.0000 19/10/2004 | 18/10/2054

Total Area 1406.6853
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FIGURE 2.BILBAO PROPERTY AND CLAIMS
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4.2.1. SURFACE RIGHTS

Surface rights in the area are owned by private landowners agjilby (a federally supported system

of communal land tenurefrigure  3shows the surface rights ownerstba Bilbao claims with respect

to the disposition of the mineralized body and projecteen pit limits. To date exploration has been
facilitatedthrough an agreement with the twdncipal persons involved namely Snrs Marcos Alvarez
Delgado and Ismael AlvareRelgado. The area required to be purchased is between 320 and 332
hectares which will bsufficient to accommodate the mine as well as tljaired infrastructure such as
processing plant, tailings disposal area, ancillary buildings, offices etc.

4.3. ROYALTIES

A Royalty of 1.5% Net Smelter Return is payable to Minera Portree, S.A de CV.

OPTION 1 LINES
No. M2 HECTARES
ISMAEL ALVAREZ DELGADO 410,485 m2 41.05H — CLAIM
ISMAEL ALVAREZ DELGADO 505,098 m2 50.50 H = POLYGON OPTION 1
RAQUEL NAVARRO ESPARZA 545,887 m2 54,58 H s POLYGON OPTION £
MANUEL PEREZ 4 43,090 m2 4300 ———— OWNERS
AMPLIACION LA BLANCA 1,708,016 m2 70.80H —_—
TOTAL OPTION L 3,212,576 m2 321.25H ———— OPEN PIT
OPTION 2 — WASTE DUMP
OWNER No. M2 HECTARES ———— TAILINGS
PEDRO MONTEL 28,974 m2 .89 H —— INFRASTRUCTURE
MIGUEL NAVARRO ESPARZA 29,259 m2 .92 H
PEDRO NAVARRO ESPARZA 26,355 m2 .63 H
MANUEL NAVARRO ESPARZA 9 28,974 m2 BOH H g
TOTAL OPTION 2 113,562 m2 11.35H the rra £
TOTAL INCLUDING OPTION 2 + OPTION 1 3,326,138 m2 23261 H

FIGURE 3. BILBAO; SURFACE RIGH TS OWNERSHIP
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5. ACCESSIBILITY , CLIMATE, LOCAL RESOU RCES, INFRASTRUCTURE,
PHYSIOGRAPHY

5.1. INTRODUCTION

The state of Zacatecas has a vdeleloped highway system including several Federal highways and
well-maintained primary and secondary roads. A branch of the Mexican National rajrsizen

crosses the central part of the State through the city of Zacatecas connecting Mexico City with Ciudad
Juarez. Zacatecas is a large modern city with excellent facilities for business and a pool of experienced
mining labour. The Zacatecas Interpatl airport is located8km northwestof the capital with daily
connections to Mexico City, Tijuana, Los Angeles, and less frequent ssviaier destinations in the

United States

The Panfilo Natera district is located in a developed area of Zasateith good infrastructure and
services. There are no obvious impediments to mine development in the district. Mining and agriculture
have ceexisted since early colonial times.

5.2 ACCESSIBILITY

Figure4 shows the integrated road network within Bénfilo Natera district, specifically in relation to
the Bilbao property and Zacatecas.

Access to the Bilbao prospect and the Panfilo Natera exploration area is excellent as a divided highway
(Mexico National Route 49) linking Zacatecas with San Lui®$iqtasses across the northigmits of

the property within 2.5 kilomets of the deposit. A paved road linking Panfilo Natera with Ojo
Caliente, (Zacl144), passes the entrance-dffrto the project area, which is only 2.1km byabkather

dirt road fran the main road (sd€igure4).

Virtually all the villages in the Panfilo Natedistrict are interlinked by paved roads and there is access

to most other areas via good farm roads. Most towns have garages capable of vehicle repairs. Bilbao is
located about 27km away from the nearest rail head at Barriozabal near Ojo Calienteardhere
additional rail lines available at Salinas linking to San Luis Potosi at a distance of 43km.

FIGURE 4. BILBAO REGIONAL TRAN SPORT LINKS
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