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1. SUMMARY

Tocantinzinho is located in the State of Para intiNen Brazil, in the Tapajés Gold
province, approximately, 200 km south-southwesthaf city of Itaituba. It is a gold
deposit, which has been in production by artisamakrs (called here by the local name
of garimpeiros) since the eighties, but whose patential was unveiled by Brazauro
Resources Corporation’s Brazilian subsidiary, dadgResources do Brasil Ltda. Under
the tailings of the hydraulic mining undertaken twe garimpeiros, a bulk tonnage
deposit was discovered, measuring at least 70®2600xm in area.

At the request of Elton Pereira, Vice-Presidentpl&sation of Brazauro Resources
Corp. (Brazauro), NCL has been engaged to:

* Produce an updated mineral resources model,

» To estimate the resources contained within the @oamn envelope, using open
cut optimizer software;

* To produce an economic assessment at the levelsobping study (+/- 25%
accuracy), considering the processing costs, imfretsire, power, environment
and all costs related to the construction and deraf a gold mine in the
Amazon region;

* To prepare a Technical Report that is in compliamitke the requirements of the
National Instrument 43-101.

To accomplish that, the following steps were reeglir

* A visit to site was carried out, to better undardtahe geology, sampling,
mineralization and other aspects important for tipelating of the mineral
resources;

* Collect and analyze the information available andcuss with the site
professionals;

» Contact external experts for infrastructure anderah processing, to evaluate
the data and estimate the requirements and itsciatsd costs of each
discipline;

» Consolidate the information into a complete ecomoasisessment.

Mineral resources were estimated and classifiedrdotg to the Australian JORC Code
and are reported here in terms equivalent to thbslkee Canadian Institute of Mining,
Metallurgy and Petroleum (CIM) as required by CaaadNational Instrument 43-101
(NI 43 101). Considering that JORC requires thataral reserves should be defined
only after a Pre-Feasibility report, no mineraler@gs are defined in this scoping study.
Since the objective is to estimate the economiemial of the deposit in order to
support further investments, all the mineral resesy including the inferred, were used
for the preparation of the production plan.

The Qualified Person who prepared this report,ningeral resource estimate and the
economic appraisal was Rodrigo Mello, Senior Gestognd Project Manager with
NCL Brasil. Mr. Mello has 21 years of experiencetire mining industry. He has
experience in this style of mineralization, havimgrked with gold deposits in
Proterozoic hydrothermally altered zones in Minasds (Nova Lima Group, several
deposits), Goias (Crixas mine), Amapa (Amapari fpia# in Brazil, and Mali (Yatela
and Sadiola mines).

Other professionals from NCL, involved in this woslere: Priscila Venturini, Gabriel
Negrini, geologist; Julio Faria, Carlos Guzman &mdonio Couble, mining engineers.



External consultants engaged were Antonio Gadelivd, engineer and infrastructure
consultant, and Luis Bernal, metallurgic engineer.

1.1 MINERAL RESOURCES AND RESERVES

Mineral resources, as set out in Table 1, wereneséid and classified according to the
Australian JORC Code and are reported here in tezqmsvalent to those of the

Canadian Institute of Mining, Metallurgy and Pettain (CIM) as required by Canadian
National Instrument 43-101 (NI 43 101). Considerihgt this study is not a pre-

feasibility study or a feasibility study, no resesvare defined in this report.

Volume M3x1000 | Tonnage ktons | Grade Au g/t Gold Content Kg |Gold Content koz
Indicated 9, 245 24,597 1.33 32,756 1,053
Inferred 10, 760 27,704 1.18 32,604 1,048

Table 1 - Mineral Resource Statement

To assess the economic potential of the depositesburces, including the inferred,

were considered in the pit optimization softwarel aubsequent mine planning and
cash flow preparation. The oxide resources wereugetl for the mine planning due to
the fact that the envisaged plant is not suitedHr type of material. Other alternatives
may recover the gold content of these resourcesgrofitable way, but none has been
considered in this report. The total of resouraassered as economical is depicted in
the table below

Ore ktons Grade Au g/t Gold Content koz
Indicated 20, 717 1.48 984
Inferred 17, 833 1.34 768

Table 2 - Mineral Resources contained in the economic pitshell and above cutoff

Cautionary Statement This economic assessment is based partially onrréde
Resources, and its accuracy does not match theeguuaisites of a Pre-Feasibility
Study, which is the minimum requirement for theveogsion of Measured and Indicated
Resources into Reserves. This preliminary assessinefudes inferred mineral
resources that are considered too speculative gpoddly to have the economic
considerations applied to them that would enabkenthto be categorized as mineral
reserves, and there is no certainty that the resoltthe preliminary assessment will be
realized.

1.2 BASIC INFORMATION ABOUT THE PROJECT

Geographic coordinates at the center of the Tagzintio property are®03’'S and
56°18'W (UTM 9,330,700N and 578,200E in zone 21M). Tgreperty is reached by
either boat or small airplane transportation. Buaaéhas built a camp at Tocantinzinho
which can accommodate thirty individuals with laggiand board. Logging roads,
extending from Highway BR 163, reach to within lilbiketers of the property at this
time.

The property is located within the Amazon Basinhwdistinct rainy and dry seasons.
Annual rainfall averages between 1300 to 1400 mth wie bulk of the precipitation
falling from January through April. Average middsgmperatures are about 32° with
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cooler pleasant nights. The region has a lush @uegler and has seen robust placer
mining activities since the early 1970s. Tocantihni is in a hydraulically mined area
where the removal of perhaps one million metricnem of laterite and saprolite by
garimpeiros has exposed the subsurface stockwoneralization in the walls and
floors of mined pits. Shortly after the initiatioof placer mining activities at
Tocantinzinho, subsequent to a comprehensive stiidyhe placer potential of the
region by the Brazilian Geological Survey, a compdry the name of Mineracao
Aurifera Ltd. applied for an exploration license dhe eastern portion of the
Tocantinzinho deposit in 1979. After a three-yearigpd and several exploration
extension periods, the company submitted its rekeaaport in 1985. This report was
approved by the DNPM and the company applied foniming license. The western
portion of the known gold mineralization underli@asblock of placer mining claims
which have subsequently been advanced to the exgor license stage. Both
properties, as well as other contiguous lands,tal tof 43,840 hectares, are now
controlled by Jaguar Resources Corporation.

Tocantinzinho is situated in the center of the J@pgold region, a 350 km. by 350 km
area which has produced officially at least 7 miiliounces of gold but possibly as
much as 30-40 million ounces of placer gold. Vilpall gold production in the
Tapajos district has been through placer miningnfedluvial, enriched laterite, or from
saprolite - decomposed bedrock. A number of majpor janior mining and exploration
companies have followed on the heels of the plateers and are exploring the region
for the hard-rock gold potential. In 1997-1999,0kt Corp. explored the Tocantinzinho

property.
1.3 EXPLORATION

Exploration work completed to date at the Tocamtina Project includes the
establishment of a grid, geological mapping, chasaepling in the garimpeiro pits,
geochemical studies, auger soil sampling, power erudrilling, geophysical
investigations by ground and airborne magnetic eying, and core drilling programs
that have completed 71 holes for a total drillegtbleof 17.237,37 meters. In addition,
petrographic and metallurgical studies have beenwcted on drill core by contracted
consulting firms.

The area around Tocantinzinho is jungle-coveretl witveathering profile of 2 to 10m
of laterite overlying saprolite. A ferruginous zolies near the base of the soil/laterite
profile and commonly contains nodules and layerewicrete.

Soil sampling was conducted around the main garimpeorkings and along lines and
grids extending up to two km from the garimpeirdspiOver 700 samples were
collected between 1997 and 1999. Soil samplingnarag outlined a highly anomalous
area roughly 1000 meters long by up to 500 metéats.w

Four-hundred-seventy-six channel samples of sderdliveathered bedrock) were
collected from the various garimpeiro pits. Themswot a systematic approach to the
sample location, with samples taken from availajdampeiro working faces. Bondar
Clegg assayed all channel samples. Maps are aaghbwing the location of all of the
samples.

A ground magnetometer survey was conducted aloagestablished grid lines spaced
50 meters apart. A total of 10 east-west orientsgs|of 600m each were surveyed. The
data were processed by Rhiannon Morris, a congujgophysicist with Howe Chile
Limitada. Data were corrected and leveled.
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A total of 87 power auger holes were drilled in 896r 1,318 meters, an additional 503
meters were drilled in 58 holes in 1999. The poasgers were purchased from the
manufacturer in Belo Horizonte, these drills wessigned specifically for sampling
laterite/saprolite to a depth of 30 meters and,gemeral, functioned well with
perforation rates of 15 to 20 meters per day.

In addition, Jaguar, a subsidiary of Brazauro,these more areas in the region, Crepori
and Bom Jardim, northwest of Tocantinzinho, anduBiuto the South, which has
significant exploration potential.

1.4 CONCLUSIONS AND RECOMMENDATIONS

From the results of this work, a feasible gold dgjpbas been outlined, subject to the
uncertainties inherent to the level of the studyscaping assessment, and to the
category of the indicated and inferred resourcesdun the mine plan and cash flow
projection. Despite that, there is solid indicatibrat the project deserves additional
investments to enhance its category to an advastege project. The project economics
are sensitive to gold price and metallurgical reegy primarily. Therefore, it is
important that infill drilling should be performend order to upgrade the quality of the
resources, and bulk sampling should be used teaserthe confidence of the expected
recoveries. Further engineering work would increageaccuracy of the cost estimates,
and environmental study program should start imatetli, considering that this aspect
is a key one in order to bring a project to progucin a timely manner. Considering
that, NCL recommends that a pre-feasibility studgudd be undertaken to confirm the
results presented in this scoping study and torensnough financing for the expenses
of a full feasibility study and subsequent projgetvelopment.
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2. INTRODUCTION AND TERMS OF REFERENCE

Tocantinzinho is located in the State of Para intiNen Brazil, in the Tapajés Gold
province, approximately, 200 km south-southwesthef city of Itaituba. It is a gold
deposit, which has been in production by artisamakrs (called here by the local name
of garimpeiros) since the eighties, but whose patential was unveiled by Brazauro
Resources Corporation’s subsidiary, Jaguar Ressai@®rasil Ltda. Under the tailings
of the hydraulic mining undertaken by the garimpgira bulk tonnage deposit was
discovered, measuring at least 700 m x 200 m i@nsxon.

At the request of Elton Pereira, Vice-Presidentpl&sation of Brazauro Resources
Corp. (Brazauro), NCL has been engaged to:

* Produce an updated mineral resources model,

» To estimate the resources contained within the @oamn envelope, using open
cut optimizer software;

* To produce an economic assessment at the levelsabping study (+/- 25%
accuracy), considering the processing costs, imfretsire, power, environment
and all costs related to the construction and deraf a gold mine in the
Amazon region;

» To prepare a Technical Report that is in compliamitke the requirements of the
National Instrument 43-101.

To accomplish that, the following steps were reeglir

* A visit to site was carried out, to better undardtahe geology, sampling,
mineralization and other aspects important for tipelating of the mineral
resources;

* Collect and analyze the information available andcuss with the site
professionals;

» Contact external experts for infrastructure anderah processing, to evaluate
the data and estimate the requirements and itsciagsd costs of each
discipline;

» Consolidate the information into a complete ecormoasisessment.

Mineral resources were estimated and classifiedrdotg to the Australian JORC Code
and are reported here in terms equivalent to tbhbslkee Canadian Institute of Mining,
Metallurgy and Petroleum (CIM) as required by CaaadNational Instrument 43-101
(NI 43 101). Considering that JORC requires thataral reserves should be defined
only after a Pre-Feasibility report, no mineraler®gs are defined in this scoping study.
Since the objective is to estimate the economiemial of the deposit in order to
support further investments, all the mineral resesy including the inferred, were used
for the preparation of the production plan.

The Qualified Person who prepared this report,ningeral resource estimate and the
economic appraisal was Rodrigo Mello, Senior Gestognd Project Manager with
NCL Brasil. Mr. Mello has 21 years of experiencetire mining industry. He has
experience in this style of mineralization, havimgrked with gold deposits in
Proterozoic hydrothermally altered zones in Minasds (Nova Lima Group, several
deposits), Goias (Crixas mine), Amapa (Amapari iak in Brazil, and Mali (Yatela,
Sadiola mines).

Other professionals from NCL, involved in this woslere: Priscila Venturini, Gabriel
Negrini, geologist; Julio Faria, Carlos Guzman &mdonio Couble, mining engineers.
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External consultants engaged were Antonio Gadelivd, engineer and infrastructure
consultant, and Luis Bernal, metallurgic engineer.
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3. DISCLAIMER

NCL relied on exploration and technological datgp@ied by Brazauro Resources
Corp. to produce this report. NCL has reviewed evaluated the data pertaining to the
mineralization found at the Tocantinzinho depadséttwas provided to it by Brazauro
and their consultants, and has drawn its own cerahs therefrom.

The geological, mineralization and exploration teghes (items 5 to 13) used in this
report are taken from reports and internal memararsd prepared for Brazauro, in
special the November 2006 technical report by PAke items 16 and 18.3, containing
the metallurgical results and cost estimates, wegpared by Luis Bernal, a metallurgy
consultant. The item 18.5, infrastructure, was are@ by the infrastructure consultant,
Antonio Gadelha.

The status of the mining claim under which Brazawtuls title to the mineral rights for
this property has been investigated by NCL onlycbgsulting the systems of DNPM
(the public agency for mineral control), which regothe property as regular and
belonging to Jaguar Resources do Brasil Ltda, diteeracao Cachambix, a company
acquired by Brazauro in 2007, as NCL was informed Brazauro. No further
investigation was done and NCL does not guaramigteainy liability or litigation could
prevent Brazauro to explore the property.

A reasonable amount of confirmatory testing andfication has been accomplished.
Although NCL believes that all the information prd@d in this report is accurate, it is
possible that some problems were not detected, naag have been used in this
evaluation. NCL does however represent that therimdtion was evaluated and put
together in good faith.
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4. PROPERTY DESCRIPTION AND LOCATION

The Tocantinzinho exploration property consistg18840 hectares (438 km2) of land
located in the State of Para, of northern BraziaZzBuro Resources Corporation holds
other mineral concessions in the State of Parfhesouth and west of Tocantinzinho,
named Sucuri, Crepori and Bom Jardim, that werevistied by NCL staff.

The Tocantinzinho exploration property consists afcontiguous block of six
exploration and mining concessions that includeioopd exploration rights and
agreements to acquire exploration licenses, as agel mining license, all registered
with the Departamento Nacional de Producdo MinéfBINPM”) by Brazauro’s
wholly-owned.

The Tocantinzinho exploration project is in thedlty of Bacia do Rio Tocantins, in
the Municipality of Itaituba, district of Itaitub@ the Tapajos gold region. This region
has been mined by garimpeiros since the late 1960s. estimated that about one
million cubic meters of gold bearing laterite arplite (Orequest, July 10, 2003)
have been mined out from the immediate Project. aktaro Gold Corp., a wholly
owned subsidiary of Solitario Resources Corp. sk@@0, explored the Tocantinzinho
property from 1997 to 1999 with exploration workneting of the establishment of a
grid, geological mapping, channel sampling in thergpeiro pits, auger soil sampling,
power auger drilling, and a ground magnetometevesurin addition, some regional
mapping and sampling were completed.

Brazauro Resources Corporation acquired the Tatantio property in July 2003 and
has actively explored the property since that tiltgefirst drill hole made the discovery
of extensive stockwork-hosted gold mineralizatioelolw the placer workings.
Subsequent drilling by Brazauro has outlined theardlized body which is the subject
of this report.

The drilled gold-mineralization at Tocantinzinholxated on either side of a north-
south-trending boundaryline between an exploralicense and land which is at the
mining application stage, both held by Brazaurcannarea that still contains a handful
of garimpos, basically two to three-man gold plageerations. Exploration programs,
including three drilling campaigns in the Projecta have indicated a gold-mineralized
zone that remains open at depth and laterallyudhér investigations. The mineralized
area contains disseminated gold in association traites of lead and copper minerals
within a stockwork zone hosted by granitic rockd.oiver Proterozoic age.

4.1 LOCATION

The Tocantinzinho Project is situated at an elematf 120 meters above sea level
approximately 200 kilometers South/Southwest of tbey of Itaituba, and
approximately 1,150 kilometers in a S60°W bearnogifBelem, the capital city of Para
State located along the north seacoast of Bratleatnouth of the Amazon River.

The Project’s location can be found on the centathern part of the 1:250,000 Vila
Riozinho (Folha SB.21-Z-A, MIR-194) Brazilian topaghic map sheet.

Approximate coordinates of the center of the Tacaitho Project area are as follows:
Geographic: S-06°03 W -56° 18’

UTM : Zone 21M : N - 9,330,700 E - 578,200

The Tocantins River, as well as numerous other Isstraams, transects the Property.
Rio Tocantins, a tributary to the Amazon River, masxs within a half-kilometer of the
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center of mineralization at Tocantinzinho and aloaccess to the Property by small
motor boats. The Rio Tocantins flows towards themand joins the Jamanxim River,
which in turn flows into the majestic Tapajés Rivene of the largest tributaries of the
Amazon River. Diamond drilling equipment and fueé drought to the property by
boat along the river.

Itaituba, the local center for services and sugplig located on the north bank of the
Tapajos River. The Cuiaba-Santarem (Highway 168)ereling northward from the
state of Mato Grosso, reaches ltaituba via a ferogsing of the Tapajés River. Most
heavy equipment and supplies reach Itaituba bylemships which move along the
Tapajés River. The Tapajés River joins with the maAimazon River at the city of
Santarem 200 kilometers northeast of Itaituba.

Road access is not yet available to the Propettyattive logging roads reach to within
12 kilometers of Tocantinzinho and a road connectiould be easily made. These
logging roads extend from Mamoal, a small garimpeommunity about 40 kilometers
to the southeast. An improved dirt road connectsnbt with the Trans-Garimpeira
Highway, which in turn meets with the Cuiaba-SadtarHighway just north of the
community of Morais Almeida.

Two airstrips serve Tocantinzinho. One, called@¥elha, is 350 meters long and is
situated between the main mineralized zone andRtbelocantins. This airstrip is at a
convenient location to the camp and is most fretiyersed to supply the camp with
personnel and supplies. At the end of the airsbrgse are a number of houses and two
saloons. A second airstrip, called Pista NacOesda#iis 500 meters long and is
situated 2.0 kilometers due south of the camp. ldeawaterials are hauled to and from
the airstrips by means of a Honda ATV with an dtéattrailer.
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Figure 1 - Tocantinzinho Project Location Map.

17



4.2 PROJECT OWNERSHIP

The Tocantinzinho property consists of five expliomralicenses and one mining license
that encompass a total of 43,840 hectares. Legadnalirights to these lands have been
established by means of underlying option agreesn@it the five exploration licenses
(Alvara de Pesquisa), four have been granted arddisped by the Departamento
Nacional da Producdo Mineral (DNPM) and one is he @pplication stage. The
contiguous gold mineralized body outlined by dnidjito date at Tocantinzinho lies on
one of the granted and published license areag@edds onto the land that is covered
by a mining license application. This mining apation property consists of 10,000
hectares. Jaguar holds this concession under chgse agreement from Mineragao
Aurifera Ltda (Aurifera, now renamed as Mineracdckambix Ltda.) the underlying
applicant of the concession.

850.300/03
850.209/04 850.208/04 850.197/03

850.706/79

by Tocantinzinho Deposit

W 9,326,000

5Km
8650.198/03

Figure 2 - Claims Map.

598,000

4.2.1 Details of the two properties holding the degsit

Tocantinzinho deposit is located on two differemiIEM concessions. Part of the

deposit is situated on concession 850.300/03, dwed dther part on concession
850.706/79:

Concession 850.300/03 (4.000 ha), originally wasmaosed of 80 artisanal mine claims
(50 ha each), owned by Manoel da Concei¢cdo Pinheino applied for the areas in

17/07/1995. Moore & Carter made an underlying agesg with Manoel da Conceicéo

Pinheiro, assuring ownership of the areas, and ith&@®03 entered into an agreement
with Brazauro (then “Star Resources Inc.”). Tho$ke a@tisanal mine claims were

converted into an exploration concession, publisbad01/04/05 which was then

transferred to Jaguar Resources do Brasil, sulbgidiaBrazauro. The acquisition of

this property was made by the price of US$ 1.2iamlin four installments. To date,

US$ 260,000 has been paid and last payment, 0f9448®00 is due for October/2007.

The production in this property would imply in aoguction NSR royalty of 2.5% for a

gold price minor than US$ 500/0z and 3.5% for algwnice equal or greater than US$
500/0z.
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Concession 850.706/79, owned by Mineracdo Cachambia valid mining application
license, dated of 1979. NCL was advised that in7208guar acquired control of
Mineracdo Cachambix for US$ 3 million. No royafipligations are included in this
agreement.

4.2.2 Other Obligations

In a separate arrangement, Brazauro has agreed$$400,000 finder’s fee to be paid
to an individual who brought to Brazauro’s attentibree areas to the East and South
of Tocantinzinho (850.196/03, 850.197/03 and 858/@%). Of this total, US$ 230,000
has been paid to date with the final payment dud&lorember, 2007. Two of the
exploration license concessions (850.208/04 and289004), located to the West and
adjacent to the area of major interest, have begaioreed by Brazauro from an
individual. These two concessions cover an aggeegfai6,052 hectares. The Company
has received the exploration license for thesesafean the Brazilian regulatory
authority (DNPM). Payments totaling $190,000 haeen made, with the remaining
payments being $110,000 scheduled to be paid igdhes 2007 and 2008. No royalty
obligations are included in this agreement.

Tocantinzinho Properties
Previous Owners: Cachambix Pinheiro CarterMoore Azevedo Machado
License Numbers: 850.706/03 850.300/03 850.300/04 850.196/03 850.208/04
850.197/03 850.209/03
850.198/03
Tocantizinho SE | Tocantizinho NW  Jocantizinho NW EastT Z West TZ Total
Status US$ Uss$ Uss$ uss$ uss Uss$
Paid to date 1,000,000 260,000 465,000 230,000 190,000] 2,145,000
Due in 2007 - 940,000 170,000 45,000 | 1,155,000
Due in 2008 1,000,000 65,000 1,065,000
Due in 2009 1,000,000 - 1,000,000
Total Paid 1,000,000 260,000 465,000 230,000 190,000] 2,145,000
Total debt 2,000,000 940,000 - 170,000 110,000 | 3,220,000
Grand Total 3,000,000 1,200,000 465,000 400,000 300,000] 5,365,000
Table 3 - Payments for each property

4.3 ENVIROMENTAL LIABILITIES

The Tocantinzinho land disturbance consist prigarilgarimpeiro workings, including
shallow water-filled pits and small surface opesifiggm which lateritic and saprolitic
materials were extracted by hydraulic mining methahd processed by gravity
concentration. All of Brazauro’s exploration progig have been restricted to areas
already affected by placer mining disturbances atahtinzinho, with insignificant
effects caused by Brazauro’s drilling and explamtactivities. A limited amount of
garimpeiro operations still survive at the propettyt the miners are careful not to
interfere with Brazauro’'s exploration activitiesraditional garimpeiro operations
include amalgamation for gold recovery using meyrcand some unpredictable
environmental liability may possibly exist from preus placer mining operations. The
placer tailings contain significant gold values awitl probably be mined and milled at
the beginning of any hard-rock gold mining openata the property.
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4.4 STATUS OF REQUIRED PERMITS

NCL did not review the status of the permitting amam status; these statements are
based on information provided by Brazauro.

Basic geological and geochemical exploration, iditig geological work, geochemical
sampling, and small-scale line-cutting needs nangigng on public lands within the
vast Garimpeiro Reserve of Brazil. Drilling actigd on lands already disturbed by
garimpeiro mining need no environmental permittiRgst drilling by Brazauro within
the extensively placer-mined lands required ndidgilpermits. Future activity within
the area of mineral resources discussed in thisrtrap all within this extensively
placer-mined zone and will not require permitting.

In 2005, Brazauro contracted Keystone Ltda. froneBe Para to produce a baseline
environmental study at Tocantinzinho. This repoas lbeen submitted to the Para
State’s environmental agency SECTAM (Secretariatiikea de Ciénca, Tecnologia e
Meio Ambiente). SECTAM issued, on October, 2005, cgoeration license for the
exploration workings of Brazauro.

By presidential decree, on February 13, 2006, nafdPara State’s Tapajos region, an
area centered on the old Tapajos Garimpeiro Resem® reclassified. In effect, this
region was put under Federal jurisdiction. Not edesng lands which had already
been classified or withdrawn in the region, theaarands were classified into six major
categories. The majority of the Garimpeiro Resdavel was classified as APA (Area
de Protecdo Ambiental), which is the least restecenvironmental classification and
allows for mining and exploration activities. Brara's entire Tocantinzinho mineral
land package falls within this land status and idetef any restricting effects resulting
from proposed buffer zones around the most resteidand blocks. The second least
restrictive land classification is the FLONA (Fleta Nacional), which also permits
mining activities but will receive more environmahscrutiny than the APA lands from
the proper administrative agency.

Large areas of pristine jungle have been classéied®ARNA (Parque Nacional) or
national parks, where mining activities and loggarg not permitted. There has been
talk of a 10-kilometer radius buffer zone around gierimeter of national parks. This is
in the assessment stage and would not affect tlvanfimzinho gold deposit as it is
located far beyond a ten kilometers buffer zonghaf nearest park, the Jamanxim
National Park. The fourth classification of landsthe indigenous lands. These are for
the most part under tribal jurisdiction and miniogn only occur with special tribal
permission. Two other land classifications, the REBnd RESEX, are biological study
and use areas where mining is also prohibited. Nt within the old Garimpeiro
Reserve.

All permits for exploration and mining on Federahdls in the Tapajés region will be
issued by IBAMA (Instituto Brasileiro do Meio Ambite), the Federal environmental
Agency. This agency is the administrative arm o #mvironmental ministry, the
Ministerio do Meio Ambiente do Brasil. Because Piaran independent minded state,
with the largest mining operations of Brazil within(iron ore and bauxite), there are
negotiations in progress for Para to take a motweacole in future environmental
matters within the State at the diminution of Fetlérvolvement. At the present time,
permits for building roads and clearing trees fepleration and drilling within lands
under Federal jurisdiction, lands that have hagmewious garimpeiro disturbance, must
be obtained from IBAMA. There is an IBAMA office itaituba.
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5. ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUC TURE
AND PHYSIOGRAPHY.

5.1 ACCESSIBILITY AND INFRASTRUCTURE

The Tocantinzinho property is located south of #mazon River. To reach the
property from Belem one travels 1,000 km west aituba, a town at the crossing of the
Tapajos River by the Trans-Amazonica Highway anel itiejor supply post for the
Tapajos region. The Tapajés River is a major tebytoining the Amazon River at
Santarem. Several small regional airlines serviaguba from Belem and Manaus to
the West. To fly from Belem via Santarem to Itadgub a 3% hour trip. To fly from
Manaus is a % hour trip. Itaituba has several charter compafli@sg single engine
aircraft into the Tapajos region

Tocantinzinho lies within the Rio Tocantins vallahout 200 km south southwest of
Itaituba. Access is by single engine aircraft friiaituba or aluminium boat along the
Rio Jamanxim and Rio Tocantins, from a loading painAruri Grande on Highway
BR-163. ltaituba is located at the intersectiornthed Trans-Amazonica Highway with
the Tapajés River and there is a ferry crossinthefTapajés. The Tocantins River, as
well as numerous other small streams, transectsl tlwantinzinho Project area. The
general area drains to the north.

There are no roads within about 12 kilometers efgtoperty. The region is serviced by
a gravel road. Highway BR-163, a road that will agmtly be paved in the near future
runs south from just east of Itaituba to Mato GooSsate, passing 70 km to the east of
the property. The Trans-Garimpeira Highway is ledab0 kilometers south of the
property and connects with BR-163 at the town ofr&® Alimeida.Numerous logging
roads branch off the main roads and get closehégtoperty every year. Most of the
rivers in the region are navigable during the vests®n and provide better access than
the roads. A road from the community of Rio Crepuhnich is located on a river that is
navigable by larger barges during rainy seasorthéocommunity of Cuil Cuid, is
located 30 km to the northwest of Tocantinzinho.

From ltaituba, small single-engine air charters uged to access a narrow 350m-long
airstrip at the property. This flight to the profyefrom Itaituba takes about one hour
and is weather-dependent. The typical tropicakaften rain can be a problem for flight
departures and the pilot prefers to depart the gptgpbefore 4 PM to be able to land
comfortably at Itaituba before sundown.

5.2 PHYSIOGRAPHY, CLIMATE AND VEGETATION

Local physiography consists of somewhat ruggeddgoguhy forming hills and valleys.
Serra Leste is the highest point of land on theamtnzinho property and is about 50
meters above the surrounding drainages. Vegetatitypical of that found in a tropical
jungle environment of the Amazon basin. The onlgaarnot covered by jungle are
those worked by the garimpeiros and the drainaifled by either tailings or swamps.
The photography shown on Figure 3 demonstratephigiography of the Project area.
The local climate has two well defined seasonsydingy season from January to June,
and the dry season from July to December. Thisatkns characteristic of much of the
state of Para. The average daytime temperaturbenptoject area is 26.1° C. The
temperatures don’t vary significantly with maximuofi 33°C and a minimum of

21



24.5°C. Relative humidity averages 75% with an ahrmange from 70% to 80%.
Rainfall in the project area is about 1.370 mmygar.

Figure 3 - Aerial view of Tocantizinho Project

The project area is in the Tocantinzinho basin,ciwlempties into Jamanxim basin.
That basin empties into Tapajés which empties ma&on river. The rivers near the
area present rapids, sandy beds and are shalldwngnaavigation difficult.
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Figure 4 - Hydrographic Configuration

5.3 LOCAL RESOURCES

There are no permanent inhabitants within the batiesl of Brazauro’s properties.
However there are currently, about six to eightrte@f local garimpeiros operating in
some areas of Brazauro properties. The nearest towhocantinzinho with social
services is Itaituba that has a population of 98 2#abitants (IBGE,2007). Banking,
postal service, health services and communicatiassyell as education centers, and
regular air service to other major cities, suchBagem, Manaus and Cuiaba, etc. are
available at Itaituba. Labor required for Projeevelopment and operations will be
brought into the Project from Itaituba and otherdP3tate cities.

Brazauro has verified that 72 km of roads wouldehtovbe repaired or built, on public
lands. 57 Km of those are on existing roads, tlkeadrto be enlarged and prepared, and
15 km will have to be built.

Water for Tocantinzinho appears to be abundant thighTocantins River within 1000
meters. No electric power is available within thieject’s vicinity.

Fuel and other major supplies are currently brougtd the Tocantinzinho area by
water ways. People, food supplies and other iteraseought into the area by small
airplanes from ltaituba.
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6. HISTORY

Gold is reported to have been first discoveredheregion in 1747 but the area has only
been a significant producer since the 1980s. Tim®ts gold rush of the Tapajés region
began about 1977 when garimpeiros poured into égemn that was then wilderness.
Production from the region apparently peaked in ldie-1980s with as many as
500,000 garimpeiros extracting somewhere betwed€n020 and one million ounces
per year, during a period that represents the saig@d rush in the history of Brazil. Up
until 1993, production was officially estimated X8 million ounces (500 tonnes), but
real production is unknown and may have been daiialeamount. In addition to gold,
the district has produced tin, fluorite, diamontigpaz and other precious gemstones
from the alluvial production.

The district is still active with approximately B00 to 80,000 miners and is estimated
to produce approximately 200,000 to 300,000 ourscesnially. Typically in the area,
consistent with other gold districts of the BraailiShield where alluvial gravels are
mined or re-worked, the miners turn to primary matieed veins and stockworks in
laterites and saprolites in an attempt to workgheary sources of the rich alluvials.
With increasing prices, the production in Brazitgin gold provinces has increased in
2004 with respect to 2003, by 36.3 percent in PaPal percent in Rondbnia, 50.2
percent in Mato Grosso, 54.3 percent in Amapa, Hind percent in others areas for a
total for all of Brazil of about 1.55 million ounse

It appears that gold mining at Tocantinzinho wagiated by garimpeiros and
production began in 1970 with the best years beindpe mid-eighties; unfortunately,
there are no published records to support the gramamount of production.

Following evaluation of the placer potential of hemediate area of Tocantinzinho by
the Brazilian Geological Survey (Compania Pesq&saursos Mineracdo) during the
midst of the Tapajés gold rush, Mineracdo Aurifenaitada obtained an exploration
license over the Tocantinzinho mineralization irv@9After several extensions of its
exploration license (Alvara de Pesquisa) Aurifeledfits required research report with
the Deprtamento Nacional de Producéao Mineral (DNRMich ended its exploration
period in December 1986. The company then filedafanining concession, a request
which was not analysed by the DNPM. Aurifera la#terest in its property and the
entire property files were shelved and archivedtiey DNPM in 1992. In 1995, Mr.
Manuel da Conceicdo Pinhero received placer riffote the DNPM for the western
part of the Tocantinzinho area. His block of pladarms were subsequently turned into
a hard-rock exploration concession by Jaguar ir8200

In 1997, Renison Goldfields (of Australia) and Atiddormed a Joint Venture to explore
Brazil for major gold deposits. Altoro acted aslbtthe manager and operator. The
Tocantinzinho property was brought to the JV'srattan by air charter pilot Vincente
Luz, and acquired after a property visit by Denlisore who collected continuous
channel samples of saprolite from two differentimgaeiro pits 250-m apart. These
samples returned results of 36 m of 2.68 ppm Amftbe main pit and 21 m of 2.01
ppm Au from the northern pit. An option to purchdle Tocantinzinho property was
signed October 15, 1997. On June 12, 1998 Altore awvised by Renison Goldfields
that they intended to withdraw from the Joint Veatdue to a corporate decision to
concentrate their activities on mineral sands asfrict gold exploration to near mine
tenements in Australia. As a consequence, all ptiege projects, and data acquired by
the Joint Venture were passed to Altoro on July 1998. Solitario Resources
Corporation acquired Altoro in October 2000, bubtmated the Tocantinzinho Project
a year later due to the low gold price environment.
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Altoro’s exploration program at Tocantinzinho cated of soil geochemistry, ground
magnetic survey, channel sampling, geological nappif the pits, and power auger
drilling.

A camp was constructed on site and water was ®gptom a nearby well. During
Altoro’s exploration work in 1998 and 1999, approzaiely 200 people were living at
Tocantinzinho supported by garimpeiro activity. tbeé 200 people, 60 to 70 were
actively working garimpeiros. Relations between tjgimpeiros and Altoro were
reported to have been good. In several instancesgdrimpeiros modified their
activities to facilitate mapping and sampling of fhits by Altoro technical staff.

The mining of laterite and saprolite is performeg Hydraulic methods with gold
recovery by sluice box. The method used consistenef pump to bring water to a
working face and a second pump to recover the tembenaterial and run it over a
sluice box. A mercury coated copper plate was sea@me sluice box. At the time of
Altoro’s work, up to 18 sets of pumps were opegtah any one time, but at the time of
the Orequest site visit in 2003, only four or firemps and sluices were seen. Most of
the material is washed as it is mined with no grigar crushing involved.

The availability of water is a critical factor fahe garimpeiro activity. The main
garimpeiro workings in saprolite (Serra Leste) iarthe headwaters of minor drainages
so sufficient water to mine saprolite is not alwaysilable. In times of low water
availability, the garimpeiros move their operatisagower areas and wash tailings and
alluvials. The garimpeiros have located their ®gisuch that the tailings have formed
dams across the main drainages and numerous langds pare present retaining
sufficient water for current operations, howevérs twater supply may not last into the
dry season. Although water has been a concernhfomttisan miners during the dry
season with their style of gold extraction, thepamy and the area surrounding the
property contain abundant sources of water fousllal exploration and development
purposes.

In 2003, Brazauro’s Brazilian subsidiary, Jaguasdeces do Brasil Ltda., acquired the
properties covering the Tocantinzinho mineralizatid-ollowing geochemical soil
sampling, Jaguar initiated a drilling program of @e holes of an average length of
227 meters. More core drilling phases followed fitet and to date 71 core holes have
been drilled at Tocantinzinho for a total of 17.3¥7meters.
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7. GEOLOGICAL SETTING

The Tapajés gold region is situated in the soutitraépart of the vast Amazon Craton.
The Craton is generally divided into two physiodrapcomponents: the Guyana Shield
north of the Amazon River and the Brazilian Shislauth of the river. However,
geochronological and structural provinces have athmestern trend and these
provinces are continuous across the two shielde Bhazilian Shield has as its
nucleous the Archean greenstone-granitoid terrdrteeoCarajas-lmataca Province in
the east. The structural provinces become youryeartls the west and are dominantly
granitic rocks of Paleoproterozoic age in the regibTocantinzinho.

7.1 REGIONAL GEOLOGY

In the Tapajos District, the oldest rocks are theigses, schists, and metagranites of the
Cuiu-Cuiu complex (2,011-2,033 Ma), which is thedbbasement for all units present
in the region. The Cuiu-Cuiu Complex is intrudedtbg granites and granodiorites of
the Parauari Suite (1,957-1,997 Ma); tonalitesyigi® and granodiorites of the Tropas
Suite (1,898-1,907 Ma) and granites and grano@®rif the Creporizao Suite (1,853-
1,893 Ma). The rocks of the Parauari, Tropas arep@izao granitoids have calc-alkali
afilliation and are considered as the roots of ammtic arc. Another set of coeval
intrusive and extrusive rocks cut all units aboVhe extrusives are rhyolites, dacites
and andesites of the Bom Jardim and Salustiano &ans (1,853-1,900 Ma) and the
volcaniclastics of the Aruri Formation (1,853-1,8P®). Intruding all above are the
granites of the Maloquinha Suite (1,870-1,882 Ma)ich are alkaline and considered
as anorogenic. Subordinate mafic intrusive anduskte rocks of the Ingarana Suite do
occur (1,878-1,900 Ma), mainly in the central-ngatittion of the district. By looking at
the geologic map of the Tapajés sheet (CPRM, 2Gf#8,can observe that the central-
NW portion of the district is domained by the Paawgranites, the SE portion is
domained by the Creporizdo granites and the eagtertion is domained by the
Salustiano and Aruri volcanics. The Maloquinha geams widespread intruding all
units above it.

Gold mineralization is found in almost all rock gpresent in the Tapajos district. The
known deposits and main occurrences are found enQbiu-Cuiu Complex (Cuiu-
Cuiu), Parauari Suite (Tocantinzinho and Palitaphs Suite (Ouro Roxo), Creporizéo
Suite (Sao Jorge and Sucuri), Salustiano and Badinddormations (V3-Botica, Bom
Jardim and Doze de Outubro) and even in the MatdguSuite (Mamoal).

In the immediate area of Tocantinzinho the mostesjulead igneous rocks are the
granites and quartz-monzonites of the ParauareSRibcks of the suite, dated at 1,883
Ga, are believed to be the predominant hosts tcemalization at Tocantinzinho.
Following the emplacement of this suite of batlnaditproportions, igneous activity
changed to predominantly andesitic to basaltic attar, perhaps by the onset of
extensional tectonics. Extensive felsic volcanistiofved, the Uatuma Volcanics, with
the eruption of rhyolitic to dacitic flows and tsffand their sister volcaniclastic
sediments. The Uatuméa Volcanics have been subdivide the Iriri Group, the Aruri
Formation and the Salustiano Formation. Datinghesé rocks and associated mineral
deposits, some showing remarkable near-surfaceoartsvels, has shown the age of
these rocks to be about 1,874 Ga.

The volcanic rocks form a massive north-south editemband within this part of the
Brazillian Shield. Though northwest-trending yountgdt-lateral faults have disrupted
the volcanic rocks, nevertheless the original nsdbth extent of this field is still
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discernible. On the heels of this volcanism andutlihg them is an intrusive suite of
granitic rocks dated about 1870 Ma. These grafmtdies have been described as
anorogenic and locally called the Maloquinha, Repibr Carocal granitoids.
Mineralization found in these predominantly grande adamellite bodies tends to
consist of deep-seated glassy to milky quartz, esgting the root zones of vein
systems, suggesting the granitic rocks to be tharceo of mineralization. The
Maloquinha Granite is believed to represent thegpde@ntrusive phase of the Uatuma
intrusive-volcanic event.

Younger highly indurated clastic sedimentary roctger the Maloquinha/Uatuma suite
of rocks, generally as erosion-resistant caproakswithin west-northwest-trending
graben-like structural features of the greater.avemnger volcanic, sedimentary, and
igneous suites are prevalent far to the west ofambiezinho, all of which show U-Pb
age dates between 1780 and 1757 Ma.

Flgure 5 Reglonal Geologlc Map

7.2 LOCAL GEOLOGY

Whereas the igneous intrusions shown on a smdk gglogical map of the Tapajos
district (Luns Faraco et al., 1996) appear to lateced at random, it has been proposed
that most of the intrusions associated with sigaiii gold garimpos — including the
Tocantinzinho Project — line up along the Tocantiha Megashear, a north-northwest-
trending lineament, readily visible on remote segsimagery and also known as the
Chico Torres Megashear zone or the Cuit-Cuilt /Teanho trend (Brandt, Meio
Ambiente, October 2005).

The Tocantinzinho area is underlain by an intrusgreeous complex of broad extent.
No older country rocks have been recorded in teay. The absence of penetrative
foliation or cleavage in the intrusive rocks, cagplwith information from other
intrusive complexes of the district, indicates tti@ Tocantinzinho intrusive complex
has not suffered significant tectonic disturbanoeesemplacement.
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Gold mineralization at Tocantinzinho appears to rather closely confined to a
distinctive coarse-grained pink granitic rock, whialso is the oldest of the intrusive
rock types identified on the property. Schuler @9p.13), invoking earlier work by
David Pascoe of Goldfields, infers that this grartias areal dimensions of 5.0 km by
10 km.

The coarse-grained granite-hosting mineralizatias & composition lying “within the
syenogranite and monzogranite fields of Streck&igéeller, 2004, p.5.). Color ranges
from pink to red, and is due to microcline, the daant mineral. The feldspars are
generally fresh, except for minor sericitizatiortloé plagioclase. The microcline locally
displays internal reflections from cleavages anith fplanes. The primary mafic mineral
or minerals (most likely biotite) has/have been ptately transformed to black chlorite.
Quartz grains in this rock commonly are large, wahdistinctive amoeba-shaped
appearance. This feature is called “blebby” qua@eller (op. cit.) describes the thin
section appearance of a typical occurrence (Sa#§)las follows: “Quartz very coarse,
anhedral, extremely undulated, especially in coasstred aggregates of healed
polygons (=quartz blebs.)” Observations of corevsltbat in some places the blebs
projecting into or growing across quartz-chlorignlets, indicating that the original or
parent quartz grain experienced overgrowth aften&ion of the veinlet. However, in
the majority of cases the reverse is true, qudrlarite veins cut across the blebby
quartz. The preferred explanation of the blebbyrattar is that it represents a contact
metasomatic or hydrothermal effect induced by yeurgganitic phases which intruded
the host granite.
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The granite displays no sign of penetrative fabiatiexcept for rare instances where
strings of blebby quartz grains demonstrate a weaallelism. Much of the granite
body shows intense crushing and brecciation. Edfettthe crushing range from tiny
cracks throughout the quartz and feldspar grairssrietwork of fractures defining an in
situ breccia to more advanced brecciation with sootation of fragments, eventually
culminating in breccia with development of matrexd., six of the samples submitted to
Bruce Geller — Geller, 2004, p.1.) The crushing aretciation, though widespread, are
not ubiquitous; in DDH #16, for example, core ldrggof tens of meters display no
visible brecciation. In the absence of extensiviErps, it is impossible to determine
whether the distribution of brecciation in the gtans subject to some systematic
pattern.

The origin of the crushing/brecciation is thouglsgibly to be related to an igneous
process (explosive, pneumatolitic or hydraulicheatthan to tectonism. Whatever the
origin of the brecciation, the crushed rock wasntwally healed, and became compact
again, able to support brittle fracturing. The im@phas been sufficiently thorough that
the breccia interstices are sealed and are nafarped site for later mineralization.
Closely associated with the granite and presumedgnagmatic with it, are dike-like
bodies of aplite and pegmatite up to 4 meters uhtiwilt is not yet clear whether they
have a preferred orientation. The aplite and peigenappear to grade into each other.
Each shows similar development of graphic interghovQuartz grains in aplite and
pegmatite have been subjected to the same enlangemevergrowth phenomenon
which produced the blebby character of quartz @nftbcantinzinho Granite.

Surface mapping and several recent drill holesaoedl near the topographic ridge above
the trend of mineralization have better defined ti@n mass of andesite. This unit
forms a tooth-shaped body capping mineralizatiarrawing with depth into feeder
dikes. The rock is strongly altered, with intenssbonate, chlorite, and sericite
development, and is riddled with carbonate veind weinlets. These veinlets also
contain quartz, though generally much less qudran tthe veinlets hosted by the
granitic rocks below. Gold values within the anteesire generally below the detection
limit. However, there are scattered ore-grade galdes within this rock type. A close
examination of +1 ppm Au value intercepts in thelesite clearly demonstrated that
these elevated gold values are not related to alined granitic inclusions but are due
to cross-cutting gold-bearing carbonate-quartz szelim one case, gold was observed in
a quartz veinlet that contained some galena, bedige usual pyrite. The tiny gold
flakes within quartz have the same size and digiob characteristics as the gold has in
the granite-hosted quartz veins. In examining alemof inclusions of veined granitic
rocks within the andesite, veining generally carfd®wed from the andesite into the
inclusions. Veins were not observed to be cutimit, veins do change from dominantly
carbonate within the andesite to dominantly quarthin the granitic inclusions.

The andesite forms an upward flaring cap over thenmineralized zone and may have
been much more extensive at one time. It is noverasion remnant along the main
ridge, high ground that the placer miners left lacp. At the surface the andesite mass
varies from widths of 45 meters to over 80 meteus laas a vertical dimension that may
average 50 meters. It appears to reach its maxisiaen at about Section 11 and it
seems to be continuous from as far north as Sed#oto at least Section 4 to the
southeast. Because the andesite overall containscamsequential amount of gold
mineralization, this large capping mass will havéé mined as waste.

A felsic dike rock unit, exposed in the central tmor of the andesite ridge is a true
rhyolite. Its outcrop pattern and exposed contatisw it to clearly cut across the
andesite, making it the youngest intrusive rocknfbuo date. Flow-banded chill
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margins confirm the rock to be cooled againstatkrtypes, including the andesite. It is
megascopically a cream to light green colored telgiith the rare 2-3 mm quartz and
K-feldspar phenocrystals set in the aphanitic gdooass. In thin section the
groundmass consists of intensely sericitized Kdeéd and quartz. The rock is laced by
hairline to one-centimeter-wide quartz veins angl dlecasional calcite vein. Some of
the veinlets of quartz pinch down and disappear the groundmass as if these were
incipient veins, originating from the rhyolite. @& of rhyolite are steeply dipping and
contain proliferations of sheeted quartz veins. rQuaeining is also common in the
host rocks immediately outside of the dike. Althlbugpically containing less than 5-
ppb Au, where veining is intense, values of 100-gPb Au are common. Some of the
best gold mineralization observed to date occurthiwia rhyolite dike near its
brecciated margin in hole TOC 05-32. Rhyolite dilkee generally 1-5 meters wide.
Figure 6 is a map showing the deposit geology.

The intense sericitization, the presence of inaipieeining, disseminated cubes of
pyrite set in the granular groundmass, and thkistyicoincidence of quartz veining in
and around this rock unit strongly point to it lgeia source of siliceous hydrothermal
solutions. Where native gold has been observeeimsvn the rhyolite, it has the same
characteristics as gold-bearing veins in the g@ahibst rocks: the gold is disseminated
in quartz veins as very fine small particles ofrhitpeness.

Only dikes of the square quartz rhyolite are knaavdate; its source area remains to be
investigated. There is the strong possibility thatantinzinho’s gold-bearing sheeted
stockwork formed above the source rock of theseglikein stockworks, even sheeted
stockworks, tend to be a carapace above vapor-piaglibulged porphyry bodies. The
dikes are distinctly a source of quartz veins; paeent intrusive may be the ultimate
source of gold-bearing veins. This source intrusigex remains a potentially lucrative
target.

Both the rhyolite and the andesitic rock have apiltagroundmasses, showing that they
crystallized quickly, implying that the host graairocks were relatively cool. The
various odd petrographic textures within the graniiost rocks, such as early
brecciation, biotite introduction, barren quartzeche veining, quartz overgrowths, and
rehealing of granular quartz phenocrystal massgsh®an early phenomenon and have
nothing to do with gold mineralization. The hosamgtic mass is a complex of various
intrusive units, each one of which may have bespamsible for fracturing, brecciating,
and veining of previously emplaced masses. Thevaaleveining and alteration are
those that have associated sulfides. Though theselbm several phases of sulfide and
gold-bearing veining, the granitic rocks appearhtve had nothing to do with the
emplacement of mineralization. Other potentiallye-oglated porphyries have been
discovered during Phase Il drilling. A porphyry wasersected in the lower part of
TOC 05-24 that has an unusual bimodal size digtabuof phenocrysts. Sericitized
microcline and plagioclase form two populations pifenocrysts in a microscopic
groundmass of quartz, K-feldspar, and plagiocl&enocrysts form about 40 percent
of the rock. Books of completely chloritized bietiare also a common constituent of
this porphyry and disseminated cubes of pyrite eoeamon. Very few quartz
phenocrysts occur in this rock that may be besléba quartz latite.

Porphyries tend to be intruded in dilation zoneghiwi shear couples or in pressure
shadows at the intersection of major shear zonkes.siructural features of this shear
system set the stage for the orientation of thetgldestockworks. But in the mesozonal
setting of the stockworks, there is almost alwaydear relationship between veining
and source porphyry.
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The quartz-chlorite veins are early in the paragesequence and may be related to the
introduction of one of the post-coarse-grained igeamtrusive phases of the older
batholitic sequence of intrusions. Yet the presewsicgquartz-chlorite veins is a good
indicator of low-grade gold values. Chlorite, esply¢ chlorite veining without much
quartz, is well developed near the intensely chimd andesite dikes, as if that type of
chlorite veining is related to the andesitic inives.
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8. DEPOSIT TYPES

The Amazon Craton extends from Venezuela and Guyarihe Tapajés region and
hosts a great variety of mineral deposit typedutiog some of the larger gold deposits
of South America, such as:

. Omai in Guyana (Open pit production since 1993, i8illion ounces Au: the
Fennell pit produced 49 million tonnes at 1.50Aa/t- Cambior, August 2006),

. Las Brisas in Venezuela (582 million tonnes @®@A Au, 0.126% Cu),

. Las Cristinas in Venezuela (244 million tonned (43 g/t Au),

. Serra Pelada in Brazil (3.7 million tonnes of 315/t Au in addition to
approximately 1.3-1.9 million ounces of gold histally produced by artesian miners),
. Gross Rosebel in Guyana (42 million tonnes ofglt@&u).

. Salobo in Brazil (789 million tonnes of 0.52 4t and 0.96% Cu).
Exploration in the Amazon Craton over the last tiygrears has drastically changed the
importance of certain deposit types. The discowdrthe giant iron oxide copper gold
(IOCG) type deposits in the Carajas district oftelas Para State make this type of
mineralization the most lucrative for the explosatcommunity.
Primary gold occurrences in the Amazon Craton ohé#zeiela, Guyana, and Brazil,
have been historically contained in four main catags: veins in greenstones or
metasediments, placers near a granite-greenstartactolocal placers over greenstone
bodies, and veins in granitic or gneissic rocks.
Historically, gold production in the Tapajos Regibas been restricted to alluvial
material and secondary enriched laterite and s#épnalaterial immediately below the
surface. Near-surface gold enrichment can be atgibto the tropical climate, low
topographic relief, and an absence of a thick pwsterozoic cover, which create ideal
conditions for the remobilization of lode gold imetweathering zone. The laterite and
saprolite are commonly exploited by the garimpeifdige to secondary enrichment and
oxidation, these deposits may be concentrated uweronomic bedrock mineralization,
forming superficial gold occurrences. The gold galg consists of small grains and
nuggets occurring in deeply weathered areas wigterite soil and saprolite in vertical
thickness from 10 meters up to 50 meters. A lamgyegntage of the gold is residual in
origin and likely represents particles weatherexnfrauriferous quartz veins. Some of
the gold may be of chemical origin with, gold pptated from solutions that derived
the metal both from weathering of the gold-quagmns and from the host rocks. Gold
mineralization appears to be primarily controlley Imnajor northwest-trending
structures, but host rock control appears to bengortant factor.
Garimpeiro activities in the Tapajoés region haveauwered numerous zones of primary
mineralization. It is important to note that theeas with a high density of primary
mineralization are generally coincident with arefkigh density of auriferous alluvium
deposits and intense garimpeiro developments.
The main types of primary gold mineralization désed within the Tapajos region are
the following:

» Stockworks and disseminated;

e Quartz vein deposits;

e Quartz-sulfide lodes;

» Shear hosted
The sources of the myriad of placers in the Tapaggion are generally low to
moderate sulphide-containing gold-quartz veins.dGuineralization contained within
the Brazillian Shield is commonly localized by fisubnd shear zones. Quartz veins
generally range in thickness from a fraction ofeatoneter to upwards of ten meters.
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The quartz veins are typically milky white to greycolor and not banded. Native gold
and minor to trace amounts of pyrite with lesseroams of chalcopyrite, bornite,
galena, and sphalerite are the most typical acogssmerals in the quartz veins.
Carbonate alteration in the quartz veins extendawsh as 30 meters into the wallrocks
in some districts. In addition to carbonate aliergtthe wallrocks can be intensely
silicified, sericitized, and propylitized (with ejmte and chlorite) as much as several
tens of meters away from the veins.
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9. MINERALIZATION

The Tocantinzinho mineral deposit is a bulk-tonnggkl-bearing sheeted quartz vein
stockwork hosted in granitic rocks of the Paraugrusive complex. A consistent large
mass of stockwork gold mineralization has been imedl by core drilling with
dimensions of about 700 meters in a northwestdargction and a width dimension of
about 120-180 meters in a northeasterly direction.

Gold is associated with hairline to 4-cm wide st@okk quartz veinlets with several
predominant veinlet trends. The two strongest egitrends strike at about N20-300E
and N70-800E respectively. Other veinlet trendso axist, but because of the
predominance of the two trends, the veining is Hestribed as a sheeted stockwork.
Two types of veins and veinlets are predominanthi stockwork zone. An earlier
quartz-chlorite vein system forms sheeted stockwoakid has associated pyrite.
Associated to these quartz-chlorite veins econagoid mineralization is ubiquitous.
The second and younger vein type (base metal véng) gray quartz with pyrite,
generally with chlorite and carbonate variable $mahntities of chalcopyrite, galena,
sphalerite and native gold. Where the sulfide nalseare coarse-grained and abundant
in these veins, native gold is generally visiblethe naked eye as 1-mm or smaller
individual specks and flakes. Microscopic studiesven shown that gold is also
disseminated as discrete 1 -5 micron particlesynitgp The two styles of veining are
coincidental but the base metal veins tend to Wolartz-chlorite veining.

The presence of abundant grayish quartz veinletpeaally when galena or
chalcopyrite are also visible in the drill core reatg that gold values are high.
Disseminated pyrite in the core with abundant queliorite veinlets indicates lower
grade gold values but still resource-grade minestibn. Stockwork-type veining is
consistent and drill holes have intersected thike sif mineralization in excess of 300
meters in length. Though open at depth, the stodkwtops rather abruptly on the
flanks of the stockwork zone. The overall sulfidmient of the gold-bearing stockwork
zone varies from 1-3 volume percent and may avebaf)ween 1 and 2 percent. This
amount of sulfide, for all practical purposes pgritoincides with the average gold
grade of the stockwork of 1.5-2.0 g/t Au.

The deposit has been followed by drilling from theface to a vertical depth of 300
meters and has not been bottomed. Gold mineraizas preferentially hosted in
coarse-grained granite. The granite has aplite @eginhatite phases that were less
amenable to veining and gold mineralization. Charsstic of the zone of
mineralization within the granite host is the ubiqus presence of sheeted planar
quartz-chlorite veinlets. These veinlets are tylhyjck-4 mm in width. Sparse pyrite is a
common constituent of these veinlets. Outside thimsy pyrite generally replaces
chlorite and tends to be cubic in habit, usuallpni+ or smaller in the size of the
crystals. Chlorite also occurs as distinct wisps as fracture coatings within the granite
host, generally associated to the pyrite. Chloréaing and chlorite wisps within the
host granite are exceptionally common and well-tbparl near chlorite-rich altered
andesite dikes, suggesting that at least some eofctimponents of the chlorite are
derived from the andesite.

The overall pyrite content of the stockwork-beargrgnite averages 1-2 percent of the
rock by volume, based on the geological core 13g8 zones of mineralization in drill
hole TOC 06-35 were analyzed for total sulfur, cappand lead. The first set of
analyses of 37 individual samples, representin@% in of core, with an average grade
of 1.25 g/t Au has a weighted average of 0.26 permgal sulfur. The second segment
of drill core, representing 75.85 m of mineralizeate, with an average grade of 1.88 g/t
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Au, composed of 40 individual samples, has a wemjl#verage of 0.31 percent total
sulfur. If all of the sulfur is ascribed to pyritand sulfur theoretically makes up 53.4
percent of pyrite by weight, then the average pycbntent of these two mineralized
intervals is about 0.42 percent by weight. Coppet Eead contents of the individual
samples are consistently below the wet chemicaétcanalytical limit of 0.01 percent
for each element.

A distinguishing characteristic feature of the hgistnite is that its quartz phenocrystals
have a blebby botryoidal-like habit: a white tontablue granular texture that suggests
recrystallization and overgrowth. In several areshe mineralization blebby quartz
phenocrysts have been observed to have grown aquasz-chlorite veinlets; however,
that is the exception to the rule as quartz-chdovieinlets generally cut across the
blebby quartz phenocrysts. Coincident with the bjelquartz, the K-feldspars
(microcline) have a distinct salmon-pink color dt@ microscopic inclusions of
hematite. The combination of this bright pink colufr the feldspar with the blebby
white quartz, constituting the most productive hosks, has been given the alteration
type field name of “Salami-Type” granite.

A second most important veining style is the “ggayartz” veining. This type of veining
Is younger than the quartz-chlorite veining, gelheraf the same thickness and
structural attitude as the earlier quartz-chloviéens but locally ballooning up to 4 cm
in thickness. The gray quartz veins are distingedstby their finely to coarsely
disseminated pyrite, thus their gray color, wholsapg tends to be irregular and not
individual cubes, generally forming irregular aggates within the veins. Differing
from the earlier quartz-chlorite veins, the grayadu veins characteristically contain
various amounts of chalcopyrite, galena, tracespbfalerite, and native gold. Veins
show no banding. There are no significant concéatra of deleterious elements such
as arsenic. Gold tends to be visible to the nakedwhen there is an abundance of
galena and chalcopyrite. The veins also can cowmtuite in their centers. Gray quartz
veins are less planar than the quartz-chloritesvaimd are anastomizing and branching.
A careful examination of drill core intervals whiclntain more than 5 g/t Au usually
reveals the presence of visible gold in gray queeins or veinlets. There is the distinct
possibility that gold values in core below gradé$ @/t Au can also be attributed to
more subtle and thinner veinlets of gray quartzcwhare intergrown with the earlier
quartz-chlorite veinlets. Observations support this it has not yet been conclusively
demonstrated. The frequency and thickness of guaytzjveining is in direct proportion
to the gold grade of the various intervals. Thenalamce of early quartz-chlorite
sheeted stockwork veining might be an indicatoa efructurally active environment, an
environment favorable to the introduction of laggid-bearing gray quartz veins and
veinlets. Nevertheless, early quartz-chlorite vagniis an indicator for gold
mineralization above the 0.2 g/t cutoff grade.

The quartz-sheeted veins, the blebby quartz phgsiscand silica flooding, which do
occur mainly in the gray type ore, indicate thditi$ication is an important alteration
phase to the mineralization. Because chloritegas@ind the small amounts of pyrite are
the most distinguishing characteristics of alteratthe general alteration scheme is best
described as propylitic.

The sheeted stockwork veinlets show some prefesrashtation. Though many vein
orientations have been measured, two directionpr@@ominant: one averaging about
N25E and a second averaging about N75E. In surfaterops these orientations
prevail, forming sub-parallel sheeted stockworkgtudlly all of the sheeted veinlets
mapped at the surface have near-vertical dips.vEngcal continuity of the stockwork
system, in the dip direction of the veinlets, hasrbdemonstrated by drilling.
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A mass of andesite, a subvolcanic intrusive unitueg above the stockwork
mineralization and may have had some control ondis&ibution of gold-bearing
quartz veining below it. The andesite appears toabeerosion remnant of a more
extensive andesitic subvolcanic dike swarm, pogdifse feeder zone of an andesitic
volcanic field. The andesite forms a tooth-shapedyb flaring upwards and capping
mineralization, narrowing at shallow depths intceder dikes. It predates gold
mineralization but is a poor host to quartz veinamgl seems to have acted as a barrier
to upward-moving gold-bearing fluids which formdmuk tstockwork immediately below
it. The andesite is strongly altered to chlori@bonate, and sericite. The andesite, like
the granite, is intruded by rhyolite porphyry dikélse youngest intrusive rock type
found to date. Microscopically these dikes haveanglar sericitized groundmass with
widely spaced phenocrysts of square quartz andgald The rhyolite contains sparsely
disseminated pyrite and many hairlines to microsceginlets of quartz and locally
calcite. At the contacts of rhyolite dikes, boththwn the dikes and the surrounding
granitic host rock, there is a distinct build-upgofartz veining, strongly indicating that
the rhyolite is the source of the quartz veiningl @me of the gold mineralization.
Most of the garimpeiros’ activity at Tocantinzinhabthis time is in saprolite of veined
rhyolite and the immediately surrounding veinednge The source region of the
rhyolite porphyry dikes has not yet been locatdae @ikes may represent the upward
extending fingers of a source granitic mass atldeffte source intrusive is most likely
to be of Maloquinha type and age.

Gold grade distribution is remarkably constant witthe mineralized stockwork body.
Assay intervals of drill core, generally two met@nslength, consistently show gold
values close to the average grade. There are sgm@lade intervals, but these are the
exception. Within the cutoff grade of 0.2 g/t Ahetgrade of mineralization, assay
interval after assay interval, is consistent whk tverage grade of about 1.5 g/t Au.
Gold mineralization at Tocantinzinho is associateith a near-vertically dipping
stockwork of quartz veinlets. This mass of veingdnge forms a consistent and
continuous body of bulk-tonnage proportions.
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10. EXPLORATION

Exploration work completed to date at the Tocamtiiha Project include the
establishment of a grid, geological mapping, chasaepling in the garimpeiro pits,
geochemical studies, auger soil sampling, power erudrilling, geophysical
investigations by ground and airborne magnetic eying, and core drilling programs
that have completed 71 holes for a total drillegtbdeof 17.237,37 meters. In addition,
petrographic and metallurgical studies have beenwcted on drill core by contracted
consulting firms.

A topographic grid was established and all locationtrol is based on this grid. Grid
north is 328° true north. The average of GPS remdat point 5000E, 9000N on the
grid base line is equal to UTM coordinate 578308B30652N (Zone 21M, South
America 69 Datum).

The area around Tocantinzinho is jungle-coveredh &itlateritic profile of 2 to 10m
overlying another 10 to 20m of saprolite. Weatheogtcrops occasionally occur in
drainages and it is generally possible to identifg original rock type from these
outcrops. Some relatively fresh outcrops occur he targer drainages. Detailed
geological mapping was completed along the baresmtral ridge and in the main,
placer pits. Some of the workings have changedhepe and exposures since the
mapping due to continued garimpeiros mining.

A ferruginous zone lies near the base of the atelfite profile and commonly contains
nodules and layers of ferricrete usually overlying Fe-rich andesites. The garimpeiros
generally do not exploit below the ferricrete honz

Soil sampling was conducted around the main garimpeorkings and along lines and
grids extending up to two km from the garimpeirts pWithin the main grid placed on
the obviously mineralized zone, lines were locaed 00 meter spacing and samples
were taken at 40 meter intervals along the lineger’00 samples were collected
between 1997 and 1999. Samples were collected ashrand auger and at the start of
the program a survey was conducted to determineofitenum depth for sample
collection. Samples were collected from severadtions at half-meter increments and
Schuler reports that grades were slightly enricimethe top half meter but relatively
consistent below this level. As a result of thigvey, all samples were collected
between 0.5 and 1.0 meters depth.

The soil sampling program outlined a highly anornalarea roughly 1000 meters long
by up to 500 meters wide. This area has now beeostlcompletely excavated by the
garimpeiros. There were some other anomalous vétwesl in the near vicinity of the
main anomaly, which at the time warranted furth@vestigation, provided in situ
mineralization was found under the pit. The somhpbes were not assayed, but panned
with the grade calculated from counted gold grains.
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Figure 7 - Soil Geochemistry

Schuler states that this pinta counting technigag heen used by many companies in
Brazil because labor is inexpensive and turnarotime for results is short. It is
particularly effective at Tocantinzinho where coatg high for transporting samples
from the project. The soil sampling project emplby®&o panners who had many years
of experience in this technique with RTZ. The awederlying the principal anomaly
has been almost completely removed by the garimgsince that time.
Four-hundred-seventy-six channel samples of saprdliveathered bedrock) were
collected from the various garimpeiro pits. Thesgavmostly 4-m horizontal samples
from walls and floors of the garimpeiro pits witlieav vertical channels collected from
the walls of the pits. There was not a systemaifwr@ach to the sample location, with
samples taken from available garimpeiro workingefacBondar Clegg assayed all
channel samples; maps are available showing tlaidocof all of the samples. Some of
the pits, particularly the north part of the maim, pvere sampled several times at
different levels as the garimpeiros excavationstwieeper. All of the sampled areas are
now covered by either sandy tailings or water.

A ground magnetometer survey was conducted aloagestablished grid lines spaced
50 meters apart. The lines completed were from @0@D N to 9450 N with the survey
extending between 4700 E and 5300 E. Readings ta#en at 5 meter intervals.
Altoro collected 6.0 km of magnetic data with onexgmetometer, using a loop
configuration whereby the operator returned tolihee station for control. Along the
50m line separation, the station separation was Artotal of 10 east-west oriented
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lines of 600m each were surveyed. The data wereepsed by Rhiannon Morris, a
consulting geophysicist with Howe Chile LimitadaatB were corrected and leveled.

A total of 87 power auger holes were drilled in 896r 1,318 meters, an additional 503
meters were drilled in 58 holes in 1999. The poasgers were purchased from the
manufacturer in Belo Horizonte, these drills wessigned specifically for sampling
laterite/saprolite to a depth of 30 meters and,gemeral, functioned well with
perforation rates of 15 to 20 meters per day.

The upper part of the hole was drilled with a 3himtameter bit. If conditions became
sticky or hard, a reduction was made to a 2.5 bithGenerally, the holes were drilled
to 20 meters, but shallower if hard ground was entered. Deeper depths were
possible in some cases but because production dlowamatically at depths greater
than 15 meters, most holes were not drilled detiyzar 20 meters.

Some of the holes in the garimpeiro pits were stdppt shallow depth because of
water. In these cases abundant water caused th@estoturn to mud and be lost out
the bottom of the auger. It is unlikely that angefrgold would be removed from a rotary
auger hole in the presence of significant amouhvgaber.

The first 10 power auger holes were sampled at temiatervals. Subsequent holes
were sampled at 2- meter intervals. The sample® wansported to a processing f
facility near camp where a 2 kg assay sample, alitiga 2 kg duplicate, were split by
cone and quartering. Bondar Clegg assayed all pewger samples. For the first 35
holes, the remaining material was panned and potdasted. The panning and counting
technigue was discontinued by the operators prlynariprevent the garimpeiros from
locating anomalous areas of gold. In addition, cangon of the data would make most
prudent operators stop the process as the pintegnaere generally underestimating
the grade of the sample when compared to the aa$galy grade.

Power auger holes were logged by a geologist amdapy lithologies interpreted for
saprolite. The average saprolite intersection limfathe 145 holes was 9.1 meters with
an average grade of 1.00 g/t Au. The advantagédsegbower auger are that it is easily
mobilized to the site and that it is capable ofngemaintained and operated by local
personnel. The limitations of the power auger samgphre that only vertical holes are
possible and therefore samples are not obtainemssa@eological features which are
predominately vertical at Tocantinzinho. The depthitation of the drill does not
permit the sampling of fresh rock.

Recent airborne geophysical surveys have identdederal target areas. In a grand
sense, Tocantinzinho is located at the junctioa @kry prominent northwest-trending
magnetic low (probably a large shear zone) wheoeosses an east-northeast-trending
magnetic low, probably representing another shemezIn detail, the northwest-
trending zone has an intermediate low that seenssn@late with mineralization. This
magnetic trough, probably representing an iron @xddstructive hydrothermally altered
area, appears to be offset by an NW-SE magnetit Aige magnetic trough of interest
is offset to the east by the magnetic high featmré appears to continue towards the
southeast. This is a distinct exploration target.tie northwest of the drilled area, the
magnetic low trough meets the prominent ENE-tregdmagnetic low. This is an
unknown area, representing destruction of iron esjdand is also a legitimate drill
target. Both of these magnetically anomalous askasild be tested during the next
stage of drilling.

In early 2004, following some geochemical samplilaguar Resources do Brasil Ltda.
(Brazauro’s Brazilian subsidiary) initiated an eogaltory core drilling program of 20
holes of an average length of 227 meters per hidle. first hole drilled below the
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extensive placer workings was a discovery holegergacting stockwork gold
mineralization over 91.90m @ 1.01g/t Au.

In addition, Brazauro has three more exploratic@asaiin the region, Crepori and Bom
Jardim, northwest of Tocantinzinho, and to thelsp8ucuri.

The Crepori prospect is located near the moutthefGrepori River with the Tapajos
River at a distance of 220 km SW from the town wfitliba. Access can also be
achieved by boat trough the Tapajos and Crepaisiv

The prospect lies inside the granites of the AtileParauari Intrusive Suite (1883 Ma)
near the contact with the volcanoclastic rockshefBuiucu Formation (1890 Ma) to the
southwest.

Like many other prospects in the Tapajos, the Grepomary mineralization was
exposed by garimpeiros’ workings on the alluviatl @olluvial materials. The exposed
mineralization comprises a quartz-sulfide lode witigh grades of gold and also,
possibly Au-rich wall rock alteration zones relatecthe high grade lodes. The lode is
composed by quartz + galena + chalcopyrite + spit@leFourteen (14) rock chip
samples systematic collected on the main lode hetvgned gold assays in the range
between 5.00g/t and 42.00g/t with an average ddQgst Au. As the pits have limited
dimension and/or are flooded, no long channelsccbel sampled yet. Nevertheless, at
least three channels in the saprolitic granitehwiim quartz veining and hydrothermal
alteration have returned gold intercepts like 2.G0H27g/t; 4.00m a 5.56g/t and 9.00m
a 4.09g/t, what is encouraging in terms of mineedion occurring in the wall rock
material too.

Currently, at Crepori prospect, a camp was buikupport soil gridding and sampling
along with geological mapping. The soil geochemistirvey and geologic mapping are
underway in order to support drilling before thearstof the rainy season in
December/07.

The Bom Jardim/Circulo area locates approximat@kn3 NE of the Crepori mouth at
theTapajos river. The Bom Jardim/Circulo is a spadar circular feature resembling a
large volcanic caldera. The geology of the areaxdamposed by intermediate-acid
volcanic rocks of the Uatuméa tectono-magmatic ey&ra00-1,882 Ma). The volcanic
rocks are dacites and latites of the Bom Jardinmiation and dacites and rhyolites of
the Salustiano Formation.

In this area, Brazauro aims to explore for goldad#s related to epithermal systems
like those existent in the Fanerozoic mountainshelthis idea is supported by the
discovery made by Rio Tinto Exploration Brasil i89B, of the oldest Au-epithermal
system (V3-Botica) preserved in the world. Like Bdardim, the mineralized volcanic
rocks at V3-Botica are also of the Uatumé eventthat case, in the Salustiano
Formation.

Brazauro has recently been issued four explorditenses by the DNPM, for a total of
37,652.8 hectares at Bom Jardim/Circulo.

The Sucuri Project locates in the southern portibthe Tapajés District, north to the
Cachimbo rift and close to the border with Mato €& state. Country rocks are
granites and granodiorites of the Creporizdo ImrusSuite (1,997 Ma). Primary
mineralization was recently exposed by garimpeimwsikings on colluvial material.
Gold is hosted in highly silicified lodes where pgrand chalcopyrite are the sulfide
phases more important. The lodes are hosted in-@hteending shear zone, dipping
steeply to the South.

Main lode (Alvino) extends approximately 200 metefith an average width ranging
from 0.50 to 2.50 meters. Mineralization extends the host hydrothermalized
granodiorite. Best intercepts in channel sampldkeaed in the Main Lode include:
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2.50m a 11.04g/t, 3.00m a 43.35g/t, 0.50m a 172t18gd 0.50m a 311.51 g/t
exclusively in the lode and 3.80m a 8.14g/t and®m2 6.90g/t in the lode plus wall
rock. Eleven (11) chip samples, systematicallyemtéd over the main lode, returned an
average grade of 35.38g/t Au.

The anomalous geochemistry trend runs E-W foratlaine hundred (900) meters and
it includes three zones of lodes occurrences, iRdrazo the west, Parazao to northwest
and Alvino to the east.

Fourteen drill holes (1,835 meters) have been cetaglat Sucuri in the last quarter of
2006. The mineralization style (high grade lodesdswconfirmed; a significant
hydrothermal halo was also identified. This halanscross section, 50 to 80 meters
wide and is zoned, with predominant sericite/emdatthe center and hematite at the
margins. The sericite/epidote zone hosts disseednayrite = chalcopyrite £ sphalerite.
Gold distribution in the sericite/epidote zone sedmbe erratic and marginal in grades.
Best drilling intercepts are restrict to the mamdd and include 1.55m a 22.74g/t Au
(DH-03), 1.00m a 11.38g/t Au (DH-04) and 1.65m &8/t Au (DH-11).
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11. DRILLING

To the end of June, 2007, Brazauro has completeé tdore drilling phases that include
71 holes at Tocantinzinho for a total of 17.237(8&ters. Of the 71 holes, 59 have
explored the main trend of mineralization and thelte remaining holes were intended
as prospecting holes to test some of the surrognalieas to the main known zone of
the deposit.

11.1 CORE DRILLING PROGRAMS

All drilling by Brazauro has been core drilling anslas conducted by Kluane
International Drilling, Inc. whose base is in Vanger, B.C., Canada. Kluane uses a
light weight portable Hydrocore Gopher all-hydraulirill rig capable of drilling +350
meters of BTW core. Drill holes were drilled NTWzsj with a drill core diameter of
5.71 centimeters, from the surface through theitatand across the saprolitic bedrock.
When hard unoxidized bedrock was reached, geneatllyepths between 25 and 40
meters, the gauge of drill rods was reduced to B3i¥¥. The bulk of the drill core is
BTW size with a drill core diameter of 4.20 centiers. All drill holes were angle holes
drilled at 50 to 75 degree angles from the horiargenerally at right angles to the
long-axis trend of mineralization, drilled eithewtards the northeast or towards the
southwest. Three of the holes were drilled paraligh the trend of the mineralization,
with the purpose of crosscutting the two major stgbevein trends at the optimal
intermediate angle.

The core was split on site by means of a diamoadeda rock saw. One-half of the drill
core was sent for assay while the second half leas lkept on site for geological
studies. Of the 71 core holes completed to datdvévbad been programmed for
prospecting exploration in surrounding adjacentaaréo the main Tocantinzinho
mineralization. The rest of the holes have all beghin the 800-m-long continuous
geochemical anomaly along the main TocantinzinBodr A summary of all drilling is
shown on Table 4.
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Header Collar Drillhole
HolelD East North Elevation Azimuth Dip Final_Depth
TOC-04-01 578.009 9.330.619 129,89 28 -55 225,60
TOC-04-02 578.064 9.330.633|] 128,56 308 -60 220,40
TOC-04-03 578.151 9.330.660 130,97 208 -55 201,20
TOC-04-04 578.290 9.330.679 123,81 218 -55 201,25
TOC-04-05 578.169 9.330.764 136,16 208 -55 222,56
TOC-04-06 578.096 9.330.845 134,76 238 -55 214,42
TOC-04-07 578.037 9.330.927 131,47 248 -55 201,34
TOC-04-08 577.873 9.330.927 124,97 73 -55 240,54
TOC-04-09 578.176 9.330.650 130,09 38 -60 233,23
TOC-04-10 578.065 9.330.669 129,29 28 -60 253,05
TOC-04-11 578.378 9.330.676 123,31 218 -55 300,00
TOC-04-12 578.024 9.330.962 131,77 248 -55 262,20
TOC-04-13 577.930 9.331.009 126,46 248 -55 165,20
TOC-04-14 577.610 9.331.056 129,64 218 -51 180,00
TOC-04-15 578.076 9.330.829 129,37 208 -55 240,20
TOC-04-16 578.429 9.330.627 122,16 218 -55 295,12
TOC-04-17 578.154 9.330.708 133,62 118 -55 355,18
TOC-04-18 577.983 9.330.838 148,01 58 -60 243,90
TOC-04-19 578.033 9.330.827 136,32 118 -55 286,60
TOC-04-20 577.666 9.330.022 117,33 218 -60 150,90
TOC-05-21 578.165 9.330.527 125,42 38 -55 315,55
TOC-05-22 578.247 9.330.513 127,92 38 -55 280,42
TOC-05-23 578.323 9.330.721 122,79 218 -55 150,27
TOC-05-24 578.327 9.330.391 125,74 38 -51 350,52
TOC-05-25 578.270 9.330.643 124,44 218 -51 213,05
TOC-05-26 578.113 9.330.794 135,79 28 -51 150,29
TOC-05-27 578.515 9.330.517 131,02 218 -51 318,52
TOC-05-28 577.983 9.330.838 148,01 208 -51 181,96
TOC-05-29 577.922 9.330.907 132,54 208 -51 300,25
TOC-05-30 578.282 9.330.450 123,74 38 -55 331,30
TOC-05-31 578.275 9.330.773 126,14 218 -51 222,50
TOC-05-32 577.968 9.330.717 127,49 28 -51 320,95
TOC-05-33 578.575 9.330.482 135,36 218 -51 317,00
TOC-05-34 578.295 9.330.564 129,29 120 -53 306,30
TOC-06-35 578.129 9.330.536 130,63 38 -50 336,80
TOC-06-36 578.070 9.330.577 129,79 28 -50 376,43
TOC-06-37 578.119 9.330.679 132,31 28 -75 150,87
TOC-06-38 577.944 9.330.673 145,84 28 -70 336,80
TOC-06-39 578.119 9.330.679 132,31 28 -50 234,69
TOC-06-40 578.012 9.330.801 159,15 28 -50 230,21
TOC-06-41 577.205 9.331.590 124,00 238 -70 243,40
TOC-06-42 578.063 9.330.924 135,00 238 -50 230,10
TOC-06-43 578.355 9.330.651 133,93 218 -50 249,90
TOC-06-44 578.289 9.330.565 131,00 38 -50 182,88
TOC-06-45 578.404 9.330.600 132,00 218 -50 204,21
TOC-06-46 577.779 9.329.706 133,00 62 -50 246,07
TOC-07-47 578.436 9.330.583 133,45 218 -75 341,37
TOC-07-48 578.391 9.330.635 127,45 218 -65 328,57
TOC-07-49 577.735 9.329.988 153,00 218 -50 204,21
TOC-07-50 577.550 9.330.010 159,00 38 -50 192,02
TOC-07-51 577.443 9.330.051 143,00 238 -50 185,92
TOC-07-52 578.563 9.330.466 137,46 218 -72 350,52
TOC-07-53 578.234 9.330.021 167,00 90 -60 193,85
TOC-07-54 578.577 9.327.422 141,00 180 -50 150,87
TOC-07-55 578.590 9.327.452 121,00 180 -50 158,49
TOC-07-56 578.309 9.330.415 132,45 38 -55 321,56
TOC-07-57 578.355 9.330.476 131,00 38 -55 230,12
TOC-07-58 578.503 9.330.265 145,45 38 -70 249,95
TOC-07-59 578.634 9.330.424 131,33 38 -55 186,38
TOC-07-60 578.337 9.330.677 134,00 218 -65 310,90
TOC-07-61 578.210 9.330.773 152,00 208 -55 281,94
TOC-07-62 578.119 9.330.831 142,00 208 -60 362,71
TOC-07-63 578.535 9.330.305 162,00 38 -55 283,46
TOC-07-64 578.618 9.327.510 140,00 180 -50 198,12
TOC-07-65 578.671 9.327.523 129,00 180 -50 120,39
TOC-07-66 577.900 9.331.035 134,00 208 -50 237,74
TOC-07-67 577.834 9.330.910 169,00 208 -50 150,87
TOC-07-68 577.775 9.330.959 132,00 28 -50 198,12
TOC-07-69 577.732 9.330.857 149,21 28 -50 188,97
TOC-07-70 577.682 9.330.911 145,00 28 -50 165,5
TOC-07-71 577.735 9.329.988 153,00 308 -50 170,69
Table 4 - Drilling Summary.
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In 2004, the company completed its first explomatoore drilling program of 20 holes

for a total of 4,692.9 meters. The first hole, TO&-01 intersected significant gold
mineralization and was the discovery hole.

During the second drilling campaign, conducted @92 holes TOC 05-21 through
TOC 05-34 were completed for a total of 3,758.4aretThe third drilling campaign

was conducted in mid-2006 when core holes TOC 0@6kBdugh TOC 06-46 were

completed. These 12 holes amounted to a totalQ#234 meters. The fourth and last
campaign concluded in mid 2007, when core holes TB€&7 through TOC 07-71

were completed. These 24 holes amounted to a ®bt&l763,24 meters. The figure
below shows the drill hole distribution, in retatito the orebody.
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12. SAMPLING METHODS AND APPROACHES

NCL was able to discuss the protocols and procedwith Brazauro personnel.
Descriptions of the past sampling methodology appeahe Star Resources Corp.
Technical Report of July 10, 2003, prepared by Oest)

Previous to core drilling, three types of samplesenused to evaluate and define gold
anomalous areas. Initially hand augers were usebtain soil samples on a grid pattern
collected from depths between one-half and one mke&ter, power-auger drills were
used to sample laterite and saprolite to depthgpdd 20 meters. Channel samples were
taken from existing garimpeiro pits. Altoro Goldlected all of the samples referred to
in this section of the report during exploratiomgrnams in 1997-1999. All samples that
were sent for analysis during these programs weygortedly prepared at the
Companhia de Pesquisa de Recursos Minerais (CPR¥amtion facility in Itaituba.
Two-hundred gram pulps were prepared, and senbtwl& Clegg in Luiziania, Goias
State. The samples were then shipped to the Badiggg lab in Vancouver, Canada
where they were analyzed by Bondar Clegg’s Au B®dssay AA finish technique for
gold analysis. The CPRM facility is no longer ogigrg in Itaituba and it was therefore
not possible to inspect it. Bondar Clegg is a Wwalbwn and reputable laboratory with
facilities in Vancouver, B.C. Canada.

Sampling of core for all the diamond drilling phaseas conducted by Brazauro. All
samples were analyzed by Lakefield SGS Geosol #&bor. Recent geochemical
samples collected by Brazauro were sent to the $amoeatory.

12.1 CHANNEL SAMPLING

A total of 476 channel samples of saprolite (weatiebedrock) had been collected
from the various garimpeiro pits within the Tocaatnho Project area by Altoro. These
were mostly 4-m horizontal samples from walls alodrs of the available garimpeiro

pits with a few vertical channels collected frone thalls. Some of the pits (particularly
the north part of the main pit) were sampled sdwverees at different elevations as the
garimpeiros continued to deepen the workings. Ayerangth of the channel samples
is 3.7 m. The average grade of these samples ig/LAu. The results show a broad
distribution of gold mineralization within the pits

All the channel samples of this 1997-1999 Altoronpng were assayed by Bondar
Clegg of Vancouver, B.C., Canada.

No channel samples was used in the present reseuatgation.

12.2 SOIL SAMPLING

For a detailed description of soil sampling methatisTocantinzinho please refer to
Section 10.0 “EXPLORATION” of this report. The saling methods and approach
described in the Orequest Report are as followslldwing their collection, the soill
samples were transported to a panning facility ppiad near the camp. The samples
consisted of clay rich laterite and saprolite aftdraveighing the sample the first step
was to de-slime the sample in a large tub whichhedsaway the clay. A small amount
of detergent was used to reduce surface tensiomamchize the flotation of fine gold.
The remaining material was then panned and cofurdas) counted. Tails from this
first panning are collected and repanned with thlers from both stages of panning
combined. Values ranging between 10 and 5,000 pgte walculated for individual
samples. Values in excess of 200 ppb appear totnaous. It is important to note
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that although reported as ppb, the pinta valueseaiéy only a numerical estimation of
grade, this method should be adequate for comparaiges of samples taken by
common procedures from the same property but catmotused for technical
disclosure.”

“The area underlying the principle anomaly hasnbaknost completely removed by
the garimpeiros. The pinta counting technique appé¢a be effective in defining
anomalous areas but comparisons to assay techragee®mt exact and, therefore, the
resulting values should not be considered as ass$iays important to note that all
geochemical techniques place little emphasis orgtade of the anomaly preferring to
simply define an area that has above average nsmbke pinta counting technique
seems to provide this degree of qualification.”

“No comparison of pinta counting and assays for smmples was completed by Altoro;
however, 360 power auger samples were analyzeathyrbethods. Comparison of the
assay versus pinta counting method readily shoved fhinta counting generally
underestimates the grade. Of the 360 samples testgd22.5 percent of the pinta
counts were higher than the assay and most of these not significantly higher. The
average grade of the 360 assays is 912 ppb ve&ugpp@b calculated by the pinta
counting method.”

12.3 POWER AUGER DRILLING

For a detailed description of the Power Auger D) as described in the Orequest
Technical Report of July 10, 2003, please refe3dotion 10 of this report.

During the program of power auger drilling at Tamazrinho, quality control protocols
were established to ensure the integrity of sargptesults. These protocols included
the preparation of duplicate samples and insemibblank samples. The purpose of
blank samples is to ensure that no contaminatitwesn samples has occurred in the
lab or preparation facilities.

The comparison of sample results shows a 96 peramelation between original
sample assays and duplicates. Forty-one duplicats pf samples were tested and only
seven sets differed significantly. In two of thesses the duplicate sample value was
100 and 30 percent higher, and in the other fisegdhe duplicate samples resulted in
lower grades from 26 percent to 73 percent of thgiral sample result. These
observations indicate discrepancies in 17 percénhe samples that may be due to
nugget effect influence or sample bias during pragian. Duplicate samples average 88
percent of the samples original value.

12.4 DRILL CORE SAMPLING

Brazauro protocols for sampling and logging drife are well defined and established.
Drill core is retrieved each shift from the driltesand brought to camp. The geologist
logs the full core and produces a “Summary Log.”i/he is logging the full core he
measures and marks the intervals to be sampledkinmgasequential sample divisions
and numbers in the core. An attempt is made to rRaketers-long sample intervals,
diverging from these intervals for geological reasas for example rock type contacts.
Core recovery and engineering geological parameterslso noted from the full core.
A line is drawn on the core, generally consisteithwhe geologist refitting all core
together, as a guide for the core cultter.

The core is then cut in half along the indicatee lby means of a diamond-bladed rock
saw. After cutting the core in half, the core audtiaborer places both halves of the core
back into the core-box and places the core-boxloggng table. When an entire hole’s
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core or a long section of the core has been cut ttamned geotechnicians place half of
the core into new sample bags and clearly marlkntieeval, on the ribs of the core box,
with the interval footages and sample number. Tdggbd sample is clearly marked and
tagged and enclosed for shipping to the laborat@moups of bagged samples are
placed in larger sacks. These large sacks are thast®wing the sample numbers
enclosed on the face of the large sacks. Sampkesslapped to the SGS/Geosol
laboratory at Itaituba.

The half core remaining in the core boxes is theygéd in detail by the project’s
geologists. Core loggers make careful note of tuk types, veining, alteration, and
mineralogy, estimating all the parameters showrnhenindividual drill log sheets. The
percentage of sulfide is carefully estimated. Wheative gold is observed in the
detailed logging, those sample intervals are natetlsent to the laboratory for screened
metallic assays. The free gold is extremely fireneagally visible only with the aid of a
hand lens. Where free gold is observed its presencearked on the core by dotted
magic marker points surrounding the gold. A marklso put on the core box rib for
easy relocation. When analytical results are reckihey are typed into the core log
sheets, at which points the logs are complete.

Summary and detailed logs as well as the sampéeviais are typed into a computer
each evening to keep the database current. Cordpldti#d logs contain sample
intervals, sample numbers and assay results, digfyplritten notes, and an estimate of
sulfides, veinlets by type, alteration by speaffimerals, and structural data.

Based on earlier geochemical analytical resultsjchvlshowed that there were
insignificant concentrations of other metals, sasphre analyzed for gold only.
Specific drill core intervals have also been anadlyfor total sulfur, copper and lead: all
sample intervals of core hole TOC 06-35 were amalyfor these elements.
Tocantinzinho drill core does not contain signifitaamounts of any deleterious
element. No arsenopyrite has been observed in alhgalre and generally the arsenic
content of mineralized core is below the deteckswe! for that element.
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13. SAMPLE PREPARATION, ANALYSIS AND SECURITY

Tocantinzinho exploration samples were collectedindu exploration programs
developed in 1997-1999 by Altoro. Samples that veerg for analysis during Altoro’s
programs were reportedly prepared at the CPRM (@Goimp Pesquisa Recursos
Mineracdo — the Brazilian Geological Survey) pragian facility in Itaituba. Two
hundred gram pulps were prepared, and sent to Baidgg in Luiziania, Goias State.
The samples were then shipped to the Bondar Clggratory in Vancouver, Canada
where they were analyzed by Bondar Clegg’'s Au &) dissay AA finish technique of
gold analysis. The CRPM facility is no longer ogigrgin Itaituba and it was therefore
not possible to inspect it. The exact proceduresl ue assay the samples by Bondar
Clegg are described below. PAH notes that Bondagglis a well known and
prestigious laboratory.

All of Brazauro’s drill core samples, upon whicletresource assessment is based, were
analyzed by SGS Geosol Laboratory. Bagged core Isamare shipped from
Tocantinzinho to ltaituba by either bush plane prabcombination of boat and truck
transportation. Previous to the existence of theS S&osol preparation facility in
Itaituba, all core samples were shipped by truoknfitaituba to the SGS Geosol sample
preparation facility in Parauapebas in the CarBjatrict of Para State. Prepared sample
pulps were sent from Parauapebas to the SGS Gaosbftical laboratory in Belo
Horizonte. Beginning in April of 2006, SGS Geos@eaed a sample preparation
facility in Itaituba. Since that time, all Tocartinho core samples have been prepared
at the Itaituba facility. Sample pulps are stilhsé the Belo Horizonte laboratory for
chemical analysis.

Sample preparation check programs at Tocantinzimbie established to ensure the
integrity of the samples. These systems includedtkeparation of duplicate samples as
well as the insertion of blank samples.

13.1 ANALYTICAL METHODS AND QUALITY ASSURANCE

Quality assurance during the assaying procesdableshed at the laboratory with well
defined protocols for two different types of analgt methods as described below,
depending on the types of samples.

For Geochemical Sampling:

. 0.50 grams of the sample is digested with dilufegba Regia solution by
heating in a hot water bath, at about 95° C fom@@utes, then cooled and bulked up to
a fixed volume with de-mineralized water, and thugloly mixed. Digested samples are
allowed to settle over night to separate residomfsolution.

. The specific elements are determined using amudiively Coupled Argon
Plasma (ICP) Spectrophotometer. All elements arerected for inter-element
interference. The resulting data are subsequettttgd onto computer diskette.

Quiality Control

The machine is first calibrated using three knotamdards and a blank. The samples to
be tested are then run in batches.

A sample batch consists of 38 or less samples. flilmes are placed before a set. These
are an in-house standard and an acid blank, whebath digested with the samples. A
known standard with characteristics best matchiveg samples is chosen and placed
after every fifteenth sample. After every 38th skemfmot including standards), two
samples, chosen at random, are re-weighed andzadalpt the end of a batch, the
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standard and blank used at the beginning is rére.readings for these known values
are compared with the pre-rack known assays ta@tate calibration drift.
Note: Some mineral species may not be completglgstied by Aqua Regia.

13.2 DRILL CORE AND ROCK ASSAY METHODS

Brazauro utilized the analytical services of SGS$a¢ for all its drill core samples
during each of the four phases of diamond drilling.

While the geologist completes preliminary loggirfgtlee full core, the core is marked
for sample intervals. Sample intervals are genettalb-meters long with exceptions
made to accommodate geological contacts, alterdtoamdaries, and zones of strong
mineralization. Sample intervals which contain blisigold are specifically marked for
special sample preparation methods described bélbe/.core is then sent to the core-
cutting facility on site and cut in half by mearfsaodiamond saw and placed back into
the core box.

A specially trained sampling crew then removes bak of the core from the various
pre-marked core intervals, placing each intervéd ia numbered and labeled plastic
bag. The sample numbers are also appropriatelyadark the ribs of the wooden core
boxes for each sample interval.

Bagged samples are placed into larger bags, abowsaimples per bag. Sample numbers
in each bag are clearly marked on the outside efdlge bags for easy identification
and sorting at the analytical laboratory.

13.3 METHOD OF SAMPLE PREPARATION FOR ASSAYING

When samples arrive at the SGS Geosol sample @tepafacility, they are placed into
trays and dried at 1100C. When dry, the entire $amysually about 2-3 kilograms, is
crushed to minus 2 mm size and a 1 kilogram samsylie is taken from the crushed
product by means of a Jones splitter. This splt@a is then ground to a -150 mesh
pulp, and a 125 grams-size homogenized fractiorovexh 50 grams of which are used
for the analysis and 75 grams of which are store@ imarked envelope for future
reference.

Prior to sample preparation, samples which haven bearked specifically because
visible gold had been observed during the rouglgilay of the full core are handled
slightly differently from the normal samples. Thatiee sample is crushed and ground
to -150 mesh. The sample is then passed throu@® angsh screen. The undersize, the
bulk of the sample, is weighed and treated exagla normal sample, with 125 grams
extracted, 50 grams of which go for fire assay @adyrams are stored for future use.
The oversize is then collected, weighed, pulverized treated as a separate sample.
Both analyses are reported separately but the dadogr calculates a weighted average
of the two results in its final report. This repattsingle value is ascribed to the sample
interval.

13.4 METHOD OF GOLD ANALYSIS BY FIRE ASSAY/AA FINISH

(@) 50 grams of the pulverized sample is weigmtd & crucible which contains a

combination of fluxes such as lead oxide, sodiurb@aate, borax, silica flour, baking

flour or potassium nitrate. After the sample anddls have been mixed thoroughly, a
silver inquart and a thin layer of borax is addedap.

(b) The sample is placed into a fire assay furretc2000° F for one hour. At this

stage, lead oxide is reduced to elemental leadskovdy sinks down to the bottom of

49



the fusion pot or crucible collecting the gold asilder along its way to the bottom of
the melt.

(c) After one hour of fusion, the crucible is rered from the furnace and its
contents poured into a conical cast iron mold. Eetal lead, which contains the
precious metals, sinks to the bottom of the moldl amy unwanted materials, the glassy
slag, floats to the top. When cooled, the coneemmaved from the mold and by
hammering the glass is eliminated and a "lead huftrmed.

(d) The lead button is then put onto a preheatgoklcmade of bone ash and
reintroduced into a furnace for a second stageepammtion at 1650° F. The lead button
becomes liquefied and reacts with and is absorlyethd cupel. The gold and silver
which have higher melting points remain on tophaf tupel.

(e) After 45 minutes of cupellation, the spentaup then taken out of the furnace
and cooled. The doré bead which contains the prsaitetals is then transferred into a
test tube and dissolved in hot Aqua Regia solutiested by a hot water bath.

) The amount of gold in solution is determinedthwan Atomic Absorption
spectrometer (AA). The gold value, in parts-pelidml, or grams-per-tonne, is
calculated by comparison with a set of known gadoshdards.

Quiality Control

Every 20th sample is duplicated in the laboratangd ¢he laboratory inserts its own
standards randomly for quality control. At the tittee core samples are bagged, the
sampling crew inserts its own control sample eveédyh sample whereby a blank
standard, a medium gold grade standard samplehighagold grade standard sample is
inserted in the sequence of samples. Assay resftlthese standard samples are
routinely monitored by Brazauro’s geological stfaif both precision and accuracy.
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14. DATA VERIFICATION

NCL has not collected any independent samplesdta dorroboration. NCL has found
no inconsistencies in the data that would indi¢ché the data are significantly in error
or not representative of the Project’s mineral o@nces.

NCL site visit included a review of the geologictts®y to confirm alterations and
mineral evidences in the Project’'s area. Rock opigings, garimpeiro workings and
some of the drilled areas were visited. Drill conese examined at the project site.

14.1 CHECK ANALYSIS

The Bondar Clegg laboratory used for the sampldysisain the early stages of
exploration routinely used internal sample checksrisure quality control. NCL notes
that Bondar Clegg is an internationally recognitedabratory.

Besides the routine internal standards and duplieaialyses performed during SGS
Geosol’s analytical work for all of the drill cosamples, Brazauro routinely inserted its
own standards. At the time the core samples weggdth the sampling crew inserted
its own control sample every 10th sample, wheretheea blank, a medium gold grade
sample (1,805-ppb), or a high grade gold standandpe (8,367-ppb) was inserted in
the sequence of samples. The standards were ithsetiee field at regular intervals. In
each batch of 50 samples, the standards were edsatteach nine samples; a low
standard at the 10th and 20th sample, one blatilee80th and one high standard at the
40th sample. The standard samples have been pdepace provided by Rock Labs
from New Zealand.

In the first half of 2005, scoping metallurgicast® were completed on four composite
samples prepared from 58 individual samples of malimed drill core. Each sample
was fire assayed by SGS Lakefield Geosol LaboratiryBelo Horizonte, Brazil.
Coarse rejects from each sample were then shippddakefield Research Ltd. of
Lakefield, Ontario, Canada and the assaying of esachple was repeated. Fire assay
results from the two laboratories returned neadgntical values. The figure below
shows assay results of duplicate core samplesfaseaaketallurgical testworks.

Comparison betwen Laboratory Analysis
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Figure 9 - Assay/Duplicates Lakefield Metallurgical Test Simples.
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Duplicate routines graphics are shown below.
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Figure 10 - Standard L 2005/2006
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STANDARD L 2007- Gold - Quality Control Chart
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Figure 12 - Standard L 2007

Standard L 2005/2006 shows best distribution afltesas it does not have a significant
bias, also it is noticed a cyclicity in the results

Standard H presents a more random distributiomoayh in average the results is
above the expected grade. At this range of resBl&s g/t, very few samples may be
affected if any bias existed at the laboratory.

Standard L 2007 shows values in average over tipected results, but almost all
results fit between limits accepted (2SD standard).

The conclusion is there is little evidence of angtematic or conditional bias. The
correlation found is considered reasonably goodstimples. Any variability in the
sample results can be attributed to a number oflitons including differences in
sample mass or half core versus quartered core.

It is therefore concluded that the analytical relmmbility is satisfactory, and that the
analytical accuracy is equally acceptable.

14.2 CONCLUSIONS

The data verification work completed by Brazaurd &ICL has led to confidence in the
database compiled by the original operators ofpifugerty. NCL concludes that it is
suitable for use in the mineral resource reportein.
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15. ADJACENT PROPERTIES

No data from any adjacent property were used isrdehing the mineral resources or
to assess the economic aspects for the Tocantmzieposit.
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16. MINERAL PROCESSING AND METALLURGICAL TESTING

This section was produced by the consultant Luisy&8le a metallurgist with 24 years
experience in the design and operation of procggsemts of base and precious metals.
He reviewed the available metallurgical tests armtipced a recommendation for the
route to be followed for the gold recovery.

16.1 SUMMARY OF THE AVAILABLE INFORMATION

The following information was revised. All studie®re carried out using ore obtained
from drill core.

Flotation test, gravimetric concentration and cgation, in Hazen Research

Flotation tests and Cyanidation of the concentratddiazen Research

Additional flotation tests by Ralph Meyertons

Tests of gravimetric concentration and cyanidatibakefield

The key aspects and results of these tests are entachin the following items:

16.2 FLOTATION TESTS, GRAVITATIONAL CONCENTRATION AND
CYANIDATION IN HAZEN RESEARCH

In the study, “Characterization and process devwetog of Tocantinzinho Gold ore
Hazen Project 10470”, the distribution of gold tmde size was analyzed and the
following processes were investigated: gravitatiocancentration, flotation and
cyanidation of the mineral using samples with ©.Q.7 g/t of gold grade.

The results obtained are:

At a size of 80 % - 190 microns it is possible &xaver around 35% of the gold
contained as coarse gold through gravity with aceatrate grade of 9,7 g/t.

At a size of 105 microns (or 150#) the recoveryflbtation is around 93% of the gold
with a concentrate grade of 64 g/t.

The extraction of gold by cyanidation ranges betwe&s-89% with cyanide
consumption of 2.4 ki/t.

These first results show that the process of flmtatintegrated at mill stage, is more
feasible than a gravitational circuit with centgal Knelson concentrators. Considering
that the mine is too remote to transport concesdtahis study also recommends to use
cyanide on the concentrates to produce bullion.

The circuit of flotation contains a rougher stagel a cleaning stage, with no addition
of lime to modify the pH and using standard reagient

The following is a summary of the results obtainedach process:
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Heavy-Liquid Separation Results
Heavy-Liquid Product Weight Assay, g/t Distribution, %
g | % Au Ag Au | Ag
S5-min grind
35 by 400 Mesh Float £590.8 74.2 0.3 1.2 16.1 7.7
35 by 400 Mesh Sink 7.5 0.8 83.1 43.7 48.6 28.3
Minus 400 Mesh 232.6 25.0 2.0 n/a 35.3 n/a
Total Calculated Head 930.9 100.0 1.4 1.2 100.0 100.0
Assayed Head 1.7 <0.8
10-min grind
35 by 400 Mesh Float 699.4 69.8 0.3 0.4 13.3 42.3
35 by 400 Mesh Sink 5.2 0.5 150.9 73.8 49.3 57.7
Minus 400 Mesh 297.3 29.7 2.0 n/a 37.4 nja
Total Calculated Head 1,001.9 100.0 1.6 0.7 100.0 100.0
Assayed Head 1.7 <0.8
20-min grind
35 by 400 Mesh Float 536.8 53.3 0.2 0.4 7.5 48.0
35 by 400 Mesh Sink 3.0 0.3 183.6 78.3 38.4 52.0
Minus 400 Mesh 467.1 46.4 1.645 n/a 54.1 nja
Total Calculated Head 1,006.9 100.0 1.4 0.4 100.0 100.0
Assayed Head 1.7 <0.8
n/a = not analyzed

Table 5 - Heavy Liquid Separation results for defining gold size distribution

16.2.1 Conclusion of the Flotation tests by Hazen:

Three flotation tests were conducted on rod-midiegrd pulps in a laboratory Denver 2-
L subaeration cell at roughly 35% solids. All tegtsre performed at natural pH using
potassium amyl xanthate (PAX) and a monothiophaspbalt (S-5688) as bulk sulfide
and gold collectors, respectively. Test 2 also wsetercaptan (CO-100) in the grind as
a gold collector. Dowfroth 250 (DF 250) was usedhesfrother. All three tests used a
2-min conditioning stage prior to 5-min rougher d&lchin scavenger stages. In Test 3,
the rougher and scavenger concentrates were cothhimgk floated in a 5-min cleaner
stage to improve the gold grades. The flotationceatrates and tailings were assayed
for gold. The detailed results of the three flaattests are in Appendix B. In Flotation
Test 1, approximately 94% of the gold was recoveidw gold grade in the rougher
concentrate was 35.5 g/t. The weighted recoveth@fcombined rougher concentrates
was 6.6%.

Flotation Test 2 used a mercaptan as the primdd/amlector. Gold recovery was 96%
for the combined rougher and scavenger concentram@sever, the gold grade in the
rougher concentrate was 9.1 g/t Au and the weigtdgedvery of the combined rougher
and scavenger concentrates was 26.1%. It appedr€ @100 might not be as selective
with this ore type and will also float gangue. Hee more flotation tests are required
to determine if these results are valid.

Flotation Test 3 was a repeat of Test 1, exceph witsingle cleaner stage. Gold
recovery as 93.1% in the cleaner concentrate.cldaner tails, which can be recycled,
contained 2.9% of the gold. The gold grade was @@.8almost double that of the
Flotation Test 1 rougher concentrate. The weighovery of the cleaner concentrate
was 2.4%.
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Humphrey Table Test Results
Sample ID Weight Assays Distribution, %

g % Au, g/t Au
Cleaner Concentrate 277.35 5.6 9.74 34.8
Cleaner Middlings 499,55 1 0.0 1.44 9.3
Cleaner Tails 24.54 0.5 | 4.88 4.7
Rougher Middlings 3171.00 63.5 0.45 1 8.4
FRougher Tails [021.90 20.5 2.50 32.9
Calculated Feed 4994 .34 100.1 1.60 100.1
Assay Feed 1.70

Table 6 - Test results for Gravimetric separation

Cyanidation Results

Au Extraction, %
Sample ID Products | Solids Basis
Basis

NaCN CaO
Consumption, kg/t Consumption, kg/t

2979-120, 5-min grind 74.9 67.9 2.03 0.71
2979-121, 10-min grind 88.7 87.9 2.40 0.76
2979-122, 20-min grind 85.4 87.9 2.40 0.86
3029-76, minus 10-mesh feed 75.9 71.1 0.55 0.96

Table 7 - Test results for cyanidation

16.2.2 Study conclusions:

Based on the gold characterization and beneficiatixperiments conducted at Hazen,
grinding followed by flotation appears to be the@gass that yields the highest gold
recovery. Due to the remote location of the mingnade leaching of a high-grade
flotation concentrate may be a good option, bud lias not been investigated.

Related to grinding requirements, a grind curvedor8- by 9-in. laboratory soft-steel

rod mill was established by grinding three 1-kgrgea at 62% solids for 5, 10, and 20
min and screening at 35, 65, 150, and 400 mesh.tdiget grind of 150 mesh was

based on prior work by SGS Lakefield (Lakefield,t&@m, Canada), which indicated

that gold will be liberated at this size.

16.3 FLOTATION TESTS AND CYANIDATION OF CONCENTRATES IN
HAZEN RESEARCH

The study “Bulk flotation of Tocantinzinho Gold orand Cyanidation of final
concentrates Hazen Project 10583"is the contiondid the previous one and it was
targeted to generate a concentrate that couldeheett by cyanidation.

The results are the following:

In flotation, a gold recovery between 85-90% waached, which is lower than the
obtained recovery in the previous study (93%). Adog to this analysis the low
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recovery is due to the protocol of tests applieat ttonsisted of loads of 10 kg of ore
that were processed in a 12x15"mill with a grindiiige of 60 minutes. This was
needed to generate a higher amount of concentéteding curves were not made.
This protocol is different from the normal procesdspreparing loads of 1-2 kg with
grinding time of 20 minutes. Grinding too long inmall batch with no classification
produces a high proportion of ultra fines or muak timakes flotation difficult.

In cyanidation, an extraction of 98% of gold wadameed using 5 k of cyanide per
tonne of concentrate. Lime consumption is 1.1 ki the time of residence is 48 hrs.
All these parameters show that it is a low operai@ost process.

Considering the gold recovery by flotation obtaimethe previous study (93%) and the
extraction of gold in cyanidation, the global fddsirecovery is in the order of 91%. On
the other hand, the amount of cyanide is low exqa@sn terms of processed mineral,
therefore with a lower potential of environmentekrif compared to the process of
direct cyanidation of ore.

16.3.1 Test conclusions:

The majority of the final bulk concentrate was u$ada 48-hr cyanidation bottle-roll
test to evaluate its leachability. Detailed cyahaaresults are in Appendix B. Gold
extraction was 98%, which indicates no problemshw&aching this concentrate.
However, cyanide consumption was high at 5.10 g#ause of the sulfides present in
the concentrate. As only 1% of the original weighbeing subjected to cyanidation,
this relatively high cyanide consumption is insfgrant.

For the 10-kg batches, a 60-min grind producedractasize distribution closest to the
target of a nominal 150 mesh. The addition of CO-fold collector in the grind
followed by flotation with PAX and a monothiophogpé salt can produce gold
recoveries greater than 90%. A three-stage clesteprcan maintain a recovery of 85—
90% with a grade of about 140 g/t.

16.4 ADDITIONAL FLOTATION TESTS BY RALPH MEYERTONS

Corresponding to the report: "Investigation of #tabn operating conditions and grind
size upon Gold recovery” oriented to optimize tbeavery and grade of concentrated.
The results obtained are:

The optimal size of flotation is 75% minus 200#7/6rmicrons (which is equal to a size
of grinding P80 of 95 microns). This grinding igosuior than the one used on previous
tests which is 150# or 105 microns

With a higher intensity of grinding the gold recoyavas optimized, reaching a 93.7
global versus 93% of previous tests.

The grade of the final concentrated also incredsethe use of two or three stages of
cleaning which allowed to obtained concentrate83§/t of gold.

Following the results of this report:
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RELATIONSHIP OF GRADE AND RECOVERY OF GOLD TO GRIND S1ZE

Test number Grind Size Cumulative Concentrate Grade Cold Recovery
% wi retained (Caleulated )
100 mesh | 2001mesh Gold Gold Percentage
oz/ton ppm %
Coarse Grind 46 46.0 A73 128 91.8
3B (307
1C 14 (7} 46(7) 2.80 95.9 92.1
Average .27 112, 9195
Medium Grind 0s 245 2.14 736 938
2B (45)
aC 0.5 245 2.69 92.3 093.4
Average 241 B83.0 937
Fine Grind 0.02 11.1 1.96 67.3 91.5
2A
{60}
A 0.02 11.1 2.81 96.3 942
Average 2.39 218 919

Table 8 - Relationship between grade-recovery and grind grade

SUMMARY - GRIND - FLOTATION TESTS ON BRAZAURO ORE'"TZ
COMEINED TAILING FINAL CONCENTRATE
CALCULATED % (ASSAY
GRIND  |SIZE % Slze % ASSAYED |FEED ASSAY ASDAY ASSAY RECOVER |0Z'T
TEST 2 TIME +100 m +200 m FEED: PR Au % WT ppm (GT) % LOSS  PBeWT  ppmiGT) Y GOLD

Calculated
Rougher

14 | Conceniralss an 14 1459 ar6] 03228 22 0.56 46T 73 1.36
Calculated
Roughesr

Conzentrates

1B 2CC an 14 1459 a7.3 017 112 275 471 aa.7 1.37
Calculatad
Rougher

Conzentrates

1 2CC an 14 1459 986] 0119 7.9 1.4 05 .9 92.1 2.8

0 an 14 1459 1.67 965 0.13 a5 a5 44 7 0.5 1.3

1E 30 14 1459 1.7 a5 1 0.07 340 5 328 961 095

24 | Awerage 2CC 1] 0.02 11.1 1.89 9a.0] 0128 [ 2 BT 8 934 256
Calculated

2CC 1,48 9a.0] 0128 8.5 2 67.3 1.5 1.06

2B [ Average JUL] 45 0.5 24.5 1.35 93.0) 0.088 71 2 G625 928 1.82
Caleulated

2CC 9a.0] 0098 6.1 2 736 92.8 2.14

a4 | Average 2CC 1] 0,02 11.1 2.07 02.6] 0086 4.1 1.44 127 959 2.99
Calculated

2CC 9261 0.088 57 144 123 943 288

3B | Awverage 2CC an 4.6 46 1.06 02.0] 0123 11.5 1.06 881 8285 257
Best Matal

Balanca 141 93.9] 0123 8.6 1.06 121.2 a1.4 354

A | Average2CC| 45 0.5 24.5 0.93 985] 0090 10.4 1.5 56,9 av 8296 162
Best Matal

Balancs 935] 0099 5.6 1.5 92.2 934 269

Table 9 - Summary of flotation tests
16.4.1 Test Conclusions
The data shows that the medium size grind, allipgsk00 mesh, about 7% retained on
150 mesh, and about 25% plus 200 mesh is the Bésist 94% recovery was
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achieved into a concentrate that contained 2.4w0zjbld (83 ppm Au or grams/metric
ton). The upgrading ratio was 56 to 1. Concentwagght was 1.75% of the feed (the
average of two tests).

16.5 GRAVITATIONAL CONCENTRATION TESTS AND CYANIDATION | N
LAKEFIELD

The study “Gold recovery from Tocantinzinho propestsamples, project LR 10794 of
SGS Lakefield”, was based on gold gravitationabwery followed by cyanidation of
its tailings and whole-rock cyanidation..

The results obtained are:

The gold gravitational recovery varies between 1&8 42% according to the gold
grade of the ore fed. For this process, a rougbecentrator Knelson and a Mozzley
cleaning concentrator was used. The grind grade&gfred is 45-75 microns.
Recovery by cyanidation of tailings of the gravdatl concentration varies between 92
and 97%. Therefore, global recuperation of grawitetl separation plus cyanidation
depending on the head grade varies between 93.8%88%.

Recovery by cyanidation applied to all of minerafigs between 92.9% and 98.8%
Compared to previous studies, higher recoverieyamidation are obtained because:
The grind grade is thinner applying P80 of 65 misreersus 105 microns

The head grade is higher, the composites A andeBcamparable to samples used
previously with grade of 1,5 g/t and in these, wery of 93,3 and 98,3% were obtained.
It is important to characterize the lithology asatexd to these samples since the
component A has grade of 1.48 g/t versus 0.97 fglomponent B, although a low
recovery is obtained.

In Hazen’s study a recovery of 88-89% was obtawwgd P80 of 105 microns in a ore
of 1.7 g/t grade.

According to these results it is possible to agplyg process mainly because of the gold
global recovery reached, although it has disadganthue to the higher costs of Capex
and Opex, and for higher environmental risks dua togher usage of cyanide present
in the tailings.

Following a summary of the results obtained:

Metallurgical Results

Comp A Comp B Comp C Comp D

Average Grade | Low Grade Maoderate High Grade
(Screened 2;:;:; E?]]d ':ltl:lfj - = e il e
g Cirdoetted o[ | | am | wo
Grind Size, Pgyum = i) 75 i) 45
oM Rermery by s w3 . a9
Gravity l:'I]':-:Iildi |"|{-; ::D}::'Il?fdllltl ill'iu[IJ. E“:’ - 02.2 976 070 972
Separation s Coamidation, %~ | B3 o . o
C“'doﬂr‘:‘g‘:;l'i‘;;’;ﬁ::i:: = 92.9 96.6 98.1 98.8

Table 10 - Gravitational/Cyanidation Results- 1
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Gravity Tailing Cvanidation Results

From T Feed Reagent Consumption % Au Recovery / Extraction Residue Head Grade
Comp | Gravity Ne:' Size, kg/t of CN Feed Grav Cyanidation Gravity Grade Calculated, Au, g/t
Test © | Ky pm NaCN Ca0 Sep. 7h 24 h 48h +CN Au, gt | CNFeed | Overall
A Gs-2 CN-2 66 0.10 040 15.1 80 89 92.2 93.3 0.10 1.21 1.33
B G8-1 CN-1 75 0.09 046 28.3 86 96 97.6 98.3 0.02 0.85 1.02
C G8-3 | CNA3 63 0.11 040 388 94 97 97.0 98.2 0.07 2.19 3.55
D GS-4 | CN4 45 0.20 0.52 41.9 90 98 97.2 98.4 016 5.82 9.89

Table 11 - Gravitational/Cyanidation Results - 2

16.6 CONCLUSIONS

For the processing of Tocantinzinho’'s ore two fdassivays of processing the gold
extraction exist:

= Flotation followed by cyanidation of the concetdra

= Whole-rock cyanidation;

Based on environmental considerations, investmewt @perational costs for this
scoping study, it is recommended to consider fiotatollowed by cyanidation of the
concentrate for the following reasons:
= Less environmental risk due to lower use of cyanjfl00 kg/day versus
13,000 kg/day)
= Lower capex because of the following factors:
o Smaller grind equipment size (comminuting to 106roms, instead of
65 microns)
o Lesser residence time ( 20 minutes versus 48 hrs)
= Lower Opex because of the following factors:
o Lower energy consumption (lower grinding and resadetime)
o Lower costs in reagents due to lower consumption

The expected recovery of the ore will be in theeordf 91%, considering that the
flotation recovery averaged 93% and the cyanidaticime concentrates recovered 98%
of the gold, as shown by Hazen Research.

Since in an economic evaluation the impact of gettbvery can be more relevant than
the operational costs, for a Feasibility Study adér off study is recommended to
examine both alternatives with a previous stagegrafvitational separation. For an
adequate evaluation it is recommended to use @&seprtative sample of the deposit’s
geometalurgy, considering the different lithologaasl grades and estimating the costs
more precisely.
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17. MINERAL RESOURCES/RESERVES

NCL used for the present work a strategy consistinD modeling and geostatistics.
Only a single ore type was considered in this eatéin.

Mineral resources reported herein were estimatedi @dassified according to the
Australian JORC Code and are reported here in tezqmsvalent to those of the
Canadian Institute of Mining, Metallurgy and Pettain (CIM) as required by Canadian
National Instrument 43-101.

17.1 SOFTWARE USED

The modeling and geostatistics analysis of the siepsas carried out using two
different software packages: Gemcom (modeling,ikg@nd block model construction,
modeling and exploratory data analysis, model agilich) and GSLIB (variography and
exploratory data analysis).

17.2 DATA BASE

Data was supplied by Brazauro in Excel format, sted of drilling information with
assays, geology and topography. Only diamond didkh were supplied, therefore the
channel samples mentioned in the item 12.1, wer@sed in this estimation.

The drillholes database was validated using thedsta tools from GEMCOM and
Excel. All the problems detected were reported tazBuro and were corrected. The
methodology used by Brazauro for data entry andlatbn was checked and found to
be robust. Brazauro has drilled 17.237,37 metevd.idrillholes.

The general statistics of the assay data is givehe table below.

Fresh Rock | Au Fresh |Oxide Rock | Au Oxide
Min 0.00 Min 0.01
Max 374.40 [Max 9.84
Count 3,721 Count 101
Count AU=0 24 Count AU=0 0
%AU=0 0.64% |%AU=0 0.00%
Mean 1.464 Mean 0.919
Desv pad 6.92 Desv pad 1.31
Coefic Var 4.73 Coefic Var 1.42
Var 4792 |var 1.71

Table 12 - Samples basic statistics from inside of the orezone

17.3 SPECIFIC GRAVITY

Data from 35 Bulk Densities Wax Density weight o€k were received from Brazauro.
Basically, the density of mineralized granite andste andesite was measured. The
values adopted for these two types are the aveshgach group. For saprolite and
barren granites, values from similar projects ie tiegion were used. The adopted
values are listed in the table below, compared thi¢ghones used in the PAH study.
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Rock Type New Density (g/cm3) | Old Density (g/cm3)
Andesite Dike 2.82 2.73
Orezone 2.67 2.67
Waste 2.70 2.67
Saprolite 1.80 2.00
Taillings 1.80 1.50

Table 13 - Density values adopted for the different rock types

17.4 SELECTION OF REPRESENTATIVE SAMPLES

A cutoff of 0.2 g/t was used to delineate the reseuboundaries. The reason for
choosing this value is that the deposit is a colirs orezone rock with abrupt contacts,
in addiction of low costs of open pit mine prodoatwhich should allow the mining of
low grades.

All the intervals that meet these criteria wereestd individually, section by section
and for each interval were assigned the Orezone.dadsome places, sub economical
intervals were selected based on the geology, totaia continuity of the rock. To
estimate the inclusion or not of internal wastee #verage grade was calculated to
verify if the economical criteria (> 0.2 g/t) woubd met.

17.5 COMPOSITING

Compositing, i.e. transforming the samples to adixength in order to have all values
at a similar support, is a necessary step befdeepalation of results. After a statistical

analysis of the length of the original samples,r@.@and 5.0 m were chosen for testing.
The 2.0 m compositing was selected because thie \z@st represent the mode of the
samples and its variograms showed better structhessthe ones produced with 5 m
length composites. Almost 75% of the distributiohdengths have 2m length, therefore
choosing this length for composition would presdahedetail obtained in the sampling,

while still having a good statistical agreements®n samples and composites.

Stats Samples Composites 5 m Composites 2m

Min 0.0 0.0 0.0
Max 374.4 21.8 30.0
Count 3721 1384 3407
Mean 1.46 1.29 1.30
Desv pad 6.92 1.75 2.26
Coefic Var 4.729 1.359 1.738
Var 47.918 3.072 5.099

Table 14 - Basic statistics for samples and composites inside the orezone
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Figure 13 - Histograms — Oxide and Fresh rock mineralization samples

All missing values were excluded from the datahesszl for geostatistics.

17.6 3D MODELS

Brazauro provided hard copies of geological vertmections. These sections were
digitized in GEMCOM to develop a geologic and reseunodel for the Tocantinzinho
gold project. The geological outlines were drawrlihvertical cross sections, at 50m
intervals orientated at N38.6°E, perpendicularhe main strike of the deposit. The
saprolite limit and the tailings surface were defirusing the drillholes information.
Four different solids were used in the construcbbthe block model:

1.

2.

Orebodies: the zones representing the material vaftsonable prospects of
being economically mined

Intrusives: andesites that cut the mineralizatioonsidered as waste. These
solids have precedence over the orebodies
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3. Surface separating the oxide (weathered) and feedhzones
4. Topographic surface based on survey data.

The orebodies modeling criteria were as follows:
» All contact lines were snapped to the drillholes.

* The contacts were usually interpreted as vertiDalwn dip extension
was limited to a maximum of 50 m.

* Linking between two sections was limited to a maximof 50 meters.
Extension along the strike was limited to 25 m.

* The geological map, developed by Brazauro, was weedefine the
orebody close to surface.

The same rules are used for the intrusive roclkspnetation.

17.7 BLOCK MODEL PARAMETERS

For the construction of the block model, the cddsed in Table 15 were used.

ROCK TYPES MEANING
300 WASTE

200 ORE

100 INTRUSIVES

Table 15 - Zone Codes in the Block model without sub variations

The block size used was 10 x 10 x 5 m, based ausksons with Antonio Couble, the

chief planning engineer from NCL in charge of tlpeon mine planning. It is recognized

that a larger block would allow less conditionadjias compared to the initial proposal
of a block of half the drill density, in the ordef 25 x 25 x 10m. However, a block of

this size would be inadequate for mine planning.

Below, in Table 16, are the specific parameters#mh block model:

ORIGIN (m) BLOCK SIZE (m) | NR BLOCKS
X 577,565.000 10 137
Y 9,330,065.386 10 121
Z 260 5 112

Table 16 - Block model parameters

17.8 POPULATION ANALYSIS

NCL investigated the possibility of separating tditierent populations: a higher grade
core and a lower grade fringe, which was obseryeBrazauro. However, the contact
of the two zones is transitional. Therefore, sejpagathe population in two different
populations would not help in the resource estiomatlhe figure 14 depicts this zoning
based on the gold grade.
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17.9 VARIOGRAPHY

Map showing the two different mineralized zones

Two different types of software were used to camuy the anisotropy analysis, GSLIB
and GEMCOM. Variogram maps were used but the regsdtnot helpful.

A better result was obtained just aligning the egram with the strike of the orebody,
along the azimuth 128°. Two directions were testedector dipping to SE, following

the shape of the orebody, and another to NW, agestigd by the alignment of high
grade zones. The former presented better resodiefore it was used.

Correlograms were also tested, but the standard\ssiogram showed better structure
in most situations. Therefore, only semi-variogramese used for modeling.
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Figure 15 - Geological anisotropy along the orezone body.

The variography parameters used in the krigingliated below on table below. The

nugget effect was obtained from the down the hakoogram.

Experimental and model variograms Experimental and model variograms
PROJECT : Tocantinzinho PROJECT : Tocantinzinho
UNIT : Orezone sulf UNIT : Orezone sulf
VARIABLE : Comp 2m VARIABLE : Comp 2m
N° Structures N° Structures
MODEL MODEL Type
CO - NUGGET 0.31 CO - NUGGET 0.31
C1 - st Structure 0.57 C1 - 1st Structure 0.44 1
C2 - 2nd Structure 0.12 C2 - 2nd Structure 0.25 1
C3 - 3rd Structure 0.00 C3 - 3rd Structure 0.00 1
AL - 1stRange Y 6 Al - 1st Range X 16
ﬁi : g:‘dd s:‘:g@’: YY 24 A2-2nd Range X 44
A3 - 3rd Range X 0
Al - 1stRange Y 6
A2 -2nd Range Y 24
A3 -3rd Range Y 0
Al - 1st Range Z 15
A2 -2nd Range Z 25
A3 -2rd Range Z 0
Search ranges (95% of Variance) Azimuth Dip
Direction 1 30 Direction 1 128 -45
Direction 2 15 Direction 2 218 0
Direction 3 20 Direction 3 308 -45

Table 17 - Variogram parameters

The figure 16, presents the down the hole variograade to identify the nugget effect)
and three other variograms, the first in the dicgctvith best continuity, and the third to
the poorest. All of the variograms were calculateth a lag separation of 20 m, and
using a tolerance on azimuth and dip of 30°. Adidels are spherical. Search ratios

normally are equivalent to 90% of the range ofwheogram.
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17.100UTLIER ANALYSIS

Figure 17 represents the probability graphs thaewsed to define the threshold to cap

Variogram from the fresh rock zone analyzed for 2 m composites.

the outliers of studied population. The objectigeta limit the influence of very high

values on the interpolation of grades. If the highlues stay in the expected position (a
straight line in the high end of the probabilityagh) they may be considered part of the
population and used in the estimative. Otherwibey tmay be capped, to have their
value reduced to a selected threshold. A commashtiwid is the one where 99% of the
samples have grade less than that, but it dependsiany other factors, like the

adherence of the kriging values to the moving ayeréhe geology, etc. A value of 30

g/t was chosen, based on the inflection of the eatvthis grade. 15 samples had their

grade reduced to 30 g/t.

Cumulative Probability

Figure 17 -
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17.11KRIGING STRATEGY

Initially, the stationarity of the deposit was istigated through a moving window
technique. The conclusion is that the depositsnarestationary i.e. the average and
variance change according to the position in thpode; therefore simple kriging cannot
be used. It was decided to use ordinary krigintes.

Nine passes were used. The four good initial passes used to define the indicated
resources. The inferred blocks were estimated Inagalation of the dimensions of the
search variogram by multiples values, in five addil passes.

Kriging pass | Anisotropy X | Anisotropy Y | Anisotropy Z |No Octants | Maximum SMP
1 30 20 15 4 8
2 15 10 7.5 2 8
3 60 40 30 4 8
4 30 20 15 2 8
5 90 60 45 4 8
6 45 30 22.5 2 8
7 120 80 60 4 8
8 60 40 30 2 8
9 180 120 90 1 8

Table 18 - Kriging strategy for Tocantinzinho gold deposit

17.12BLOCK MODEL CONSTRUCTION

The sequence of block model construction in the GEN¥ software is the following:
Print the intrusive modeled solids into block®irder 1 of precedence

Print the orezone modeled solids into blocksraer 2 of precedence

Print the densities into blocks according tolitm®logy

Kriging of the economical orezone

Extract the blocks above surface

Classify the resources into indicated and ieférr

ouhwnE

17.13MINERAL RESOURCE CLASSIFICATION

The classification methodology adopted by NCL dreldriteria established as follows:

. Indicated resources: blocks which have at leastrhineralized intercepts in the
neighborhood. The rock code of these interceptstrbe same as the block being
classified, and the intercepts must be from diffex@ctants. The indicated blocks were
classified in accordance with the kriging steps.tbphe fourth step the resources were
considered indicated.

. Inferred resource: All the remaining blocks irdia in the geological solids,
which were not classified as indicated except ttierorock types, which include the
intrusives and waste solid. The concept is thainduthe geological interpretation, the
geologist could not extend the known intercepta thistance greater than the reasonable
for defining inferred resources. Section 17.6 dethie distances used for extrapolation
of the drill intercepts in order to define the avdlp dimensions and, consequently, the
limits of the inferred resources.

The inferred resources are dependant on the gealagterpretation but in general the
extrapolation follows the rules established in ieectl7.6. The mineralized zone has
been seen by the geologists as a continuous, neaasiy unique rock unit that has a
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good extension, consequently generating additioxfalred resources. The figure 18
shows an example of the distribution of the clasdifblocks in relation to the

mineralized intercepts.

Important note: Resources were considered onlgafgrade of the block is above 0.2
g/t Au. Part of the rocks, in zones with lower gradvere not considered mineral
resources, since the possibility of being econamminimal
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17.14MODEL VALIDATION

To verify the results of the estimation, a setleéacks were made on the model for each
area:
*Visual validation of grades and the classification
*Comparison with the previous sections and tabanati
*Comparison between the floating window averagedgraf composites and
kriged values (Figures 19 to 21).
*The kriging results were checked against estimd@se using the nearest
neighbor method
In all tests the models were considered consistetitrobust.
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Figure 19 - Floating window along West-East.
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Figure 20 - Floating window along South-North.
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Figure 21 - Floating window along levels (height)




17.15RESULTS

Table 19 summarizes the mineral resources above @Q/t. (see the item 17.4 for
explanation about the choice of this cutoff). TabtE9 and 20 provide an overall
resource divided by classification summary andedght materials while table 21 gives
the grade/tonnage per cutoff, including the bldo&®w the resource cutoff.

The graphic of tonnage and gold grade divided lak tgpe (fresh and oxide rock) can
be observed on figure 23 which shows the tonnadegeade at different cut-off grades.

Total Resources (Above Cut off 0.2 g/t)
Class Volume M3x1000 |Tonnage ktons brade Au g/t  Gold Con  tent Kg [Gold Content koz
Indicated 9, 245 24,597 1.33 32,756 1,053
Inferred 10, 760 27,704 1.18 32,604 1,048
Table 19 - Total resources above Cutoff 0.2 g Aul/t.
Indicated Inferred
Tonnes Au (g/t) Ounces Tonnes Au Ounces
(x 000) (x 000) (x 000) (g/t) (x 000)
Oxide 183 1.12 7 2,120 1.03 70
Fresh rock 24,413 1.33 1,047 25,585 1.19 978
Total 24,597 1.33 1,053 27,704 1.18 1,048

Table 20 - Total resources by type

Grade Group Tonnage ktons Grade Au g/t Gold Content Kg Gold Content koz
1 - 9999 13, 844 1.839 25,460 819
0.8 - 1.0 17,077 1.661 28,357 912
0.6 - 0.8 20, 556 1.498 30,792 990
Fresh I ndicated 0.4 - 0.6 23, 237 1.384 32,169 1,034
0.2 - 0.4 24,413 1.333 32,551 1,047
0- 0.2 24,581 1.325 32,575 1,047
Tot al 24,581 1. 325 32,575 1,047
1 - 9999 13, 323 1.634 21,767 700
0.8 - 1.0 17, 507 1.457 25,514 820
0.6 - 0.8 22,121 1.300 28,760 925
Fresh Inferred 0.4 - 0.6 24,929 1.211 30,192 971
0.2 - 0.4 25, 585 1.189 30,414 978
0- 0.2 25, 626 1.187 30,419 978
Tot al 25, 626 1.187 30,419 978
1 - 9999 105 1.512 159 5
0.8 - 1.0 116 1. 456 170 5
0.6 - 0.8 143 1.309 188 6
Oxi dat ed | ndi cat ed 0.4 - 0.6 163 1.213 198 6
0.2 - 0.4 183 1.118 205 7
0- 0.2 183 1.118 205 7
Tot al 183 1.118 205 7
1 - 9999 1,357 1.252 1,698 55
0.8 - 1.0 1,602 1.199 1,920 62
0.6 - 0.8 1,787 1.146 2,048 66
Oxi dated Inferred 0.4 - 0.6 1, 992 1.080 2,152 69
0.2 - 0.4 2,120 1.034 2,191 70
0- 0.2 2,120 1.034 2,191 70
Tot al 2,120 1.034 2,191 70

Table 21 - Total resources above Cutoff 0.2 g Au/t with classification.
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Grade x Tonnage Fresh Rock Total Grade x Tonnage Oxide Rock Total

Tonnage(kt) Resources AU( Gfa;‘e Tonnage (kt) Resources A“(p‘;:]‘;‘e
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Figure 22 - Grade tonnage curves

17.16CONCLUSION AND RECOMMENDATIONS

A mineral resource estimation for the Tocantinzingpold project area has been
completed based on the 2007 drillhole data. To rdete this, the envelopes
representing the zones with reasonable prospdm tmined have been interpreted and
constructed in 3D space. The samples containednwiiiose envelopes were selected
and ordinary kriging was used to interpolate a blawdel. The block model was
validated by the NCL staff, who concluded that éhesodels are consistent with the
available geological data. The figure in the neagygp summarizes the whole estimation
process.

The comparison with the estimate of November 27062(Pincock, Allen & Holt
November 27, 2006) shows a higher tonnage. Thsores that an additional 17 drill
holes for a total of 4,359 meters were drilled sitite P, A & H report came out.
However, a more refined geostatistical study woultbbably enhance mine
reconciliation and risk analysis. Tools that shoblkl tested are ones like multiple
indicator kriging and mathematical tools giving ammrigorous approach for resources
classification. Suggestions to obtain a bettersdi@ation of resources are the use of
conditional simulation or error measurement basekriging variance.

Additional drill holes to improve the resources ssification and prepare a good
topographic campaign would also improve the evaunatChannel sampling at the
surface would improve the estimation of the oxidae, which would be critical for the
initial stages of mining.
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18. OTHER RELEVANT DATA AND INFORMATION

NCL has carried out a preliminary evaluation of ghreject, considering only a base
case where the gold price would be US$ 550/0z atbadife of the mine.The project
foresees a single open pit and a Flotation-Cyaioidgblant, operating at 2 million
tonnes/year rate. All resources where includediedarding if indicated or inferred.
Blue Sky scenarios are discussed, but they wereguanhtified. The risks are also
discussed, based on the sensitivities analysis.

18.1 PROJECT CONCEPT

The project envisaged by Brazauro is a 2 mtpa Gpemine / Flotation — Cyanidation
plant operation, producing an average of 82 komafl. This production rate was
decided based on the initial projections of mineatdsources, and on the concerns
related to power supply to the region. After thalimation that the mineable resource is
much greater than anticipated and after the inftonarom the state energy agency
(Celpa) that enough energy will be available aBeptember 2008, NCL considered to
increase the rate of production. Due to time cairss; this work was not carried out.
However, in a quick simulation, it was observedt ttiee increase in the NPV of the
project, changing from 2 mtpa to 3 mtpa will be 096%. The gold production will be
around 120 koz/year. Brazauro has not yet cons@gdga about the availability of the
extra power necessary for this production increase.

18.1.1 Manpower
The following table summarizes the manpower
contemplating all areas:

requénet of the project,

Area Sector Number of employees

Plant Flotation 108
Plant Cyanidation 52
Plant Laboratory 16
Plant Staff 12
Mine Operators 104
Mine Maintenance 41
Mine Grade control 8
Mine Staff 12
Administration |Security 16
Administration JAdmin 6
Administration JCleaning 6
Administration |Kitchen 12
Administration |Staff 4
Environment |Staff 4
Environment |Helpers 11
Total 412

Table 22 - Man power requirement of the Project.

18.1.2 Mine Site Plan

A very preliminary mine site plan was designedg¢sino topographic information from
the surroundings of the deposit was available atadequate scale. The following
information was used:

*Field annotations, observing from ground and frarplane, regions more suitable for
the plant, waste dumps and tailing dams

*Army’s topographic map of the region, with cunatseach 50 m separation
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*DTM image from the Shuttle surveying program, @mRscale

slkonos satellite image, with a resolution of 1t without 3D information

To choose the location of the plant, a flat zonéheosouthwest of the pit was selected.
The reason is that it is closer to the entry pahthe project, and avoids the zone
disturbed by the garimpeiros. At this stage, NCleslaot consider necessary to design
a conceptual plant layout, therefore just a sqoé&r@ ha is drawn in figure 24, for the
area to erect the Flotation-Cyanidation Plant. Thasher will be located on the corner
nearest to the entrance of the pit.

The location of the waste dumps was chosen tryingviid the drainage zones and
seeking the flatter areas, to SW and South of theTpey were drawn as close as
possible to the pit entrance.

The tailings dams were selected in the valleys tieaproject. The tailings dam to the
east of the pit, called here Tailings Dam south, v filled initially. The region, called
Veados Creek, is a closed valley where little comt@nt will be necessary. The volume
supported by this dam will not be sufficient; tHfere a second dam will be necessary.
The region chosen is much flatter, requiring madhanoving for the containment of
the tailings.

The estimated capacity of the dams and dumpstéslisn the table below. A density of
1.7 t/m3 was used to estimate the waste dumpsl.&2d/m3 for the tailings dam.

Area (000 m“) [Volume (000 m ) [Tonnage (Kton) Height (m)
Waste Dump North 724 54,757 59,841 90
Waste Dump South 819 46,727 51,066 90
Total Capacity for Waste 1,543 101,484 110,907
Taillings Dam North 1,133 19,264 25,429 17
Taillings Dam South 587 9,979 13,172 17
Total Capacity for Tailings 1,720 29,243 38,601

Table 23 - Estimated capacity of the tailings dams and waste dumps
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Figure 24 - Mine Site plan of the Tocantinzinho Project
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18.2 MINING

The economically interesting mineralization at Tea&inho occurs near surface over a
strike of around 700 m with a horizontal width @f to 150 m, making it very well suited to
extraction by the open pit mining methods considénethis preliminary evaluation. The term
“ore” is used in this report for simplicity, repesging the mineral resource within the
economic envelope and above the chosen cutoff.

Cautionary Statement: This economic assessmenasedbpartially on Inferred Resources,
and its accuracy does not match the pre-requisites Pre-Feasibility Study, which is the
minimum requirement for the conversion of Measwaed Indicated Resources into Reserves.
This preliminary assessment includes inferred naineesources that are considered too
speculative geologically to have the economic aersitions applied to them that would
enable them to be categorized as mineral reseawesthere is no certainty that the results of
the preliminary assessment will be realized.

18.2.1 Open Pit Optimization

An open-pit optimization analysis was carried osihg the mineral resource block model and
Whittle Lerchs-Grossman pit optimization softwafée analysis was performed on a block
model with block dimensions of 10 m x 10 m x 5 moBomic and technical parameters were
applied to the block model to generate a net vahagel for the optimization. These
parameters were applied via a series of calculatmneach block in the model to derive its
net value based upon the metal grades of that blduk calculation was performed on all ore
blocks; however, for the optimization, only blookgh a positive net value were considered
as ‘ore’. Sub-economic blocks were considered asgevdor this study, the oxided resources
were considered as waste, since its gold contenildvaot be recoverable using the
processing plant considered in this report. Thigeas should be further studied in the
following appraisal of the deposit, therefore beamgupside of the project.

Mining dilution was not considered in this studyedio the massive shape of the orebody,
with little contact of the ore blocks with the cagnwaste. Using the parameters shown in
table 24, the break-even cut-off grade was caledl&d be 0.55 g/t Au.

The long-term price of gold chosen for the preliamnevaluation base case was US$ 550/0z.
This price reflects Brazauro’s view of the longnteprice for gold. Operating cost estimates
used in preparation of the open pit optimizatiomeneased on a steady-state mining scenario
in which the mining rate for ore closely matches thilling rate so that no stockpile is created
or drawn down. The chosen milling rate for thisreg@® was 5,500 tonnes per day. The
parameters used for optimization are presentecbier24.

Price 550 US$/oz
Mine Cost 1.2 US$/ton
Process Cost 7.6 US$/ton
Plant capacity 5,500 ktpd
Selling costs 1.704 US$/oz
Process Recovery 93.0%

Slope Angle 45° degree

Table 24 - Pit Optimization Parameters
Sensitivity analyses were run by varying the saleepof Au between US$275.00/0z and

US$1,100.00/0z in increments of US$27.50/0z. Thaulte of this resource sensitivity
analysis are presented in the table below.
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Pit Price SR Total Ore Au Au contained Selling cost Cost US$/oz
US$/0z kTon kTon ppm g kUS$ Incremental Costs
1 275 1.46 10,810 4,401 1.669 7,344,869 -11640 264
2 302.5 1.48 14,884 6,005 1.616 9,704,346 -15379 295
3 330 1.53 29,964 11,848 1.471 17,424,780 -27613 324
4 357.5 1.96 89,455 30,218 1.384 41,817,311 -66269 342
5 385 2.16 105,908 33,518 1.388 46,536,038 -73747 371
6 412.5 2.29 117,625 35,702 1.387 49,509,931 -78459 398
7 440 2.40 126,570 37,252 1.384 51,541,731 -81679 424
8 467.5 2.46 132,217 38,216 1.38 52,732,631 -83566 449
9 495 2.56 139,665 39,245 1.378 54,067,760 -85682 473
10 522.5 2.61 144,150 39,918 1.374 54,848,872 -86920 502
11 550 2.66 147,964 40,408 1.372 55,425,767 -87834 534
12 577.5 2.72 152,475 40,947 1.369 56,054,669 -88831 559
13 605 2.82 159,075 41,687 1.365 56,900,122 -90171 589
14 632.5 2.84 161,770 42,079 1.361 57,276,977 -90768 605
15 660 2.89 164,774 42,384 1.359 57,616,504 -91306 636
16 687.5 2.98 171,067 43,015 1.355 58,292,414 -92377 664
17 715 3.02 173,685 43,247 1.354 58,546,257 -92779 700
18 742.5 3.05 175,907 43,385 1.354 58,729,913 -93070 729
19 770 3.09 178,114 43,593 1.352 58,927,677 -93384 768
20 797.5 3.11 179,971 43,775 1.35 59,092,284 -93645 786
21 825 3.13 180,883 43,827 1.35 59,158,116 -93749 810
22 852.5 3.15 182,595 43,983 1.348 59,297,083 -93969 833
23 880 3.20 186,103 44,279 1.345 59,557,468 -94382 883
24 907.5 3.21 186,784 44,319 1.345 59,601,835 -94452 898
25 935 3.25 189,071 44,496 1.343 59,759,289 -94702 920
26 962.5 3.27 190,253 44,604 1.342 59,842,777 -94834 950
27 1017.5 3.31 192,732 44,769 1.34 59,986,627 -95062 1037
28 1045 3.35 195,441 44 956 1.338 60,143,267 -95310 1050
29 1072.5 3.39 197,565 45,030 1.338 60,245,755 -95473 1067
30 1100 3.40 198,477 45,099 1.337 60,297,578 -95555 1099

Table 25 - Sensitivity of Resource within Optimized Pit Shell to Au Price

For the choice of the pit to be used as finaltpi, following graph was used. In the figure 25
it can be noted that for gold prices higher thanUB50, the incremental cost increases
significantly, not justifying the mining of the embed pits calculated for higher gold prices.

The long term view that the gold price will stayu#$ 550 also influenced this decision.
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18.2.2 Preliminary Pit Design

The base case open pit optimization at US$550/@aetka pit shell that extends 300 m deep
from surface with a pit rim diameter of roughly 990 The deepest point in the pit shell is in
the northern end at an elevation of -170 m RL. A\B®v of the operational pit is given in
Figure 26.

Gemcom software was used to modify the choserhpit eriginated from Whittle to create a
preliminary engineered open pit design (Figure 28sumptions on batter angles and berm
intervals were based on NCL's experience of opas piined in similar rock types and
operating conditions. A berm width of 5.8 m, baaiegle 75° m at vertical intervals of 10 m
was selected, giving a pit slope with an anglehslygsmaller than 50° (toe-toe).

578400734

Figure 26 - 3D View of the Operational Pit
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The main haulage ramp was designed to ascend laokiwdse and predominantly on the

southwest wall, emerging from the pit in the sowdhtrcorner to connect with the surface haul
roads. The ramp was designed to be 15 m wide omadiegt of 10%. However, given the

preliminary scope of this work, NCL preferred teube pit shell generated by the Whittle
software to calculate the mineable resources.

18.2.3 Resources within the economic envelope

The mineral resources within the chosen pit shedl @bove the 0.55 g/t is presented in Table
below.

Ore ktons Grade Au g/t Gold Content koz
Indicated 20, 717 1.48 984
Inferred 17,833 1.34 768

Table 26 - Mineral Resources within the Final Pit Shell, above cut off of 0.55 g/t

The totals for waste rock, including oxide resoarard fresh rock resources below the cut off
are depicted in the table below.

Waste ktons Stripping ratio Total Rock Moved ktons
109,387 2.84 147,937

Table 27 - Waste rock within pit shell

18.2.4 Mining Schedule

The proposed mining production schedule aims toigeomill feed at the rate of 2,000
kTonnes/year, being sufficient to produce 84.0 kear of gold at a recovery rate of 93%.
Due to the relatively small plan area of the mt, the purposes of this preliminary evaluation
NCL has assumed four phases of pit developmenthdnevent that further drilling of the
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deposit succeeds in discovering additional minexaburces in the adjacent portions of the
strike, however, enlargement of the pit would iase the attractiveness of a phased pit
development schedule.

The necessity of a relatively high early strippiragio is demonstrated by plotting the
cumulative percentages of ore and waste on a beyptiench basis. In the figure below the
cumulative stripping ratio is indicated by the greeirve, while the grade of the resource Au
g/t is given by the yellow curve.

Without pre-stripping of waste, high volumes of wasiust be mined concurrently with the
start of ore mining. To mitigate the impact of this the required mining fleet capacity, the
schedule is adjusted by bringing forward some wasteéng into a 12- month pre-production
period. Waste removed during this pre-strippingreise reduces the peak volume to be
moved later. During the production period, the airfichedule assumes that waste is then
mined bench by bench on a just-in-time basis tas&he required tonnage of process feed.
The resulting single-phase open pit production 8aleeis shown diagrammatically in Figure
28.

Production Plan - Tocantinzinho

Production (Kt) Au gt
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Figure 28 - Cumulative Stripping Ratio and production plan

The life-of-mine average stripping ratio (W/O) i82:1. The total waste rock to be stored
amounts to 109.4 million tonnes. This will be stbra an area south and southwest of the
open pit, in two waste dumps: waste dump north waste dump south. The ore produced
during the pre-stripping period would be stockethwi waste dump north area that is closer
to the plant. During pre-stripping of the opengita and waste dump preparation, topsoil will
be placed around the waste dump form a bund walkwwill act as a barrier to noise during

mining and allow this material to be replaced other waste rock to facilitate revegetation

when mining of the open pit has ceased. Aroundotltside of the bund wall, a diversion

channel will be excavated to protect the opengmirasst flooding during the rain periods.

18.2.5 Mining Method and Equipment

The mining method selected is a conventional @mt blast, truck and shovel operation,
mining both ore and waste on 10 m benches. Sampfirmgge and waste blast holes will be
undertaken for grade control purposes. Mining dpmma will take place on a 3-shift, 24-
hour cycle 360 days per year.
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It is envisaged that a single blast-hole drill amd principal excavators will be required to
achieve the production schedule. A front-end loadéralso be available as back-up for the
excavator and for clean-up and materials handliogral the process plant. A bulldozer will
clean the pit floor prior to drilling. A water trkkcand motor grader will maintain the haul
roads.

The fleet identified for the mining of the Tocariimho open pit has been based on NCL'’s
assessment of the production schedule, the nafuhe anaterial being mined, and estimates
of productivity which NCL accepts as reasonabler fee purposes of this preliminary
assessment, NCL has assumed that an owner-opsiratiegy is followed, but recognizes that
contractor mining and/or some degree of vendor teaance for the equipment may prove
more attractive. The identified fleet for the basse model is summarized as shown in the
following table.

Fleet Description Type Number Required
DRILLING 6 1/2" T4 1
LOADER CAT 385 2
HAULING Volvo A35 7
Auxiliary Fleet
Support Loader CAT 980 1
Bulldozer D8 2
Wheeldozer 824 2
Grader 14H 1
Water - Truck 30m3 1

Excavator CAT 416 - 1 .5yd3 1
Fuel Truck 1
Lubrification Truck 1
Service - Truck 1
Munck- Truck 1
Flatbed truck 1
Manip. Tyre (CAT 950G with catcher) 1
Service - Pickups 12
Light Plants 4

Table 28 - Mining Fleet Requirements

Based on a the NCL’s experience with similar op@natin the Amazon region, an articulated
35 tons mining truck appeared to provide an econ@uvantage for operation in this weather
conditions. However, during subsequent stages ofegr development, the possibility of
alternative haul units should be given more comnaiit®n,.

Despite the increasing haul distance and cycle &mthe open pit gets deeper each year, the
reducing waste removal requirement results in a desirease in the trucking capacity
necessary. Therefore not all the trucks will neelle replaced as they wear out. In year 10 of
the operation, the expense for a large replaceofesguipment was incorporated in the cash
flow, as ongoing capex.

In addition to the above, a mine vehicle workshaqla be required. This building would be
sited close to the process plant, to facilitate mamications and access. Its costs is included
in the plant Capex. The explosives depot woulditesl $0 the east, within the mine perimeter
but isolated from other infrastructure.

18.2.6 Mining Operational Cost

For this exercise, NCL assumed a single cost paretanined average for the life of mine,
considering the transport distance to the crushérta the waste dump as a single average for
the whole life of mine. It was adopted a bench nwo&t of mines operating in the Amazon
region from which NCL possess mine cost informatibhe cost per tonne mined chosen is
1.2 US$/tonne. The break down of this cost is ¢idetbelow:
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MINE OPERATIONAL ROCK
COSTS US$/tonne
DRILLING 0.12
BLASTING 0.25
LOADING 0.14
HAULING 0.30
ANCILLARY EQUIPMENT 0.19
TRENCHER 0.02
VEHICLES 0.02
LABOR (OTHER) 0.11
SUPORT 0.03
OTHER COSTS 0.04
TOTAL 1.20

Table 29 - Mining Operational Costs
18.3 PROCESS

The details in respect to the metallurgical tesi$gpmed and the justification of the process
route chosen can be seen in the chapter 16. Iprdsent section, details are given in respect
to the capital expenses and the operational cosil us the cash flow projection. These

estimates have been prepared by the consultanBleuisal.

18.3.1 Plant Capital Expenditure

For this estimate, costs from other operations ingwra similar route were used. For
confidentiality reasons, these operations are salased here. Factors were used to escalate
the expenses to the production envisaged. To atdouthe uncertainties of this escalation,
an extra contingency of 10% has been incorporateglant capital costs, totaling 21%
contingency on these costs, if considering alsolid® applied on all capital costs in the
economic model. The major items of expense arectezpin the following table:

Summary per areas Cost US$ 000
Direct Costs

Primary Crusher 1,670
Conveyor Belts 3,413
SAG mill 10,471
Flotation 3,986
Cyanidation plant 4,629
Infrastructure Plant 3,297
Total direct Cost 27,466
Indirect Costs

Construction contractor 3,708
Insurance and transportation 1,854
Spares 549
EPCM 4,463
Training and commissioning 744
Total Indirect Cost 11,318
Contingency

(10% Direct & Indirect costs) 3,878
Total Capex: Cyanidation+flotation plant 42,663

Table 30 - Process Capital Costs
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18.3.2 Process Operating Costs

In the same manner, operating costs were escdiam@dsimilar operations, and adjusted to
the manpower foreseen (160 operators) and to thvepcost. Power costs were provided by
the official Power Agency in the state (CELPA), aaltithe seasonal variations were taken
into account.

These major items are depicted in the followindeab

Items Cost US$ Unit
Power 0.06 US$/kwh
Mill Balls 750 US$/it
Cyanide 1,700 US$/t
Flotation reagents 2,000 US$/t
Water 0.2 US$/m3

Table 31 - Major components of the operational costs

ltems US$/t
Primary Crusher 0.81
SAG mill and balls 3.64
Flotation rougher-cleaner-scavenger 0.83
Filtration & tailings 0.25
Cyanidation 1.94
Total 7.46

Table 32 - Processing operational costs

18.4 ENVIRONMENTAL AND SOCIAL ASPECTS

18.4.1 Enviromental Conditions

Local physiography consists of somewhat ruggeddgagany forming hills and valleys. Serra
Leste is the highest point of land on the Tocamima property and is about 50 meters above
the surrounding drainages. Vegetation is typicahaf found in a tropical jungle environment
of the Amazon basin. The only areas not coveredjumgle are those worked by the
garimpeiros and the drainages filled by eitheirtgd or swamps.

The local climate has two seasons, the rainy sefisonJanuary to June, and the dry season
from July to December. This climate is characterisf much of the state of Par4. The
average daytime temperature in the project are26i$° C. The temperatures don't vary
significantly with maximum of 33°C and a minimum 24.5°C. Relative humidity averages
75% with an annual range from 70% to 80%.Rainfalthe project area is about 1,370 mm
per year.

The project area is in the Tocantinzinho basin,cwhempties into Jamanxim basin. That
basin empties into the Tapajos basin, which emptisthe Amazon basin. The rivers near
the area present sandy beds and are not very ahedgp)g navigation difficult.

18.4.2 Social Parameters
There are no permanent inhabitants within the baues of Brazauro’s properties. However
there are currently, about six to eight teams oéll@arimpeiros operating in some areas of
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Brazauro properties. The nearest town to Tocamir@iwith social services is Itaituba that
has a population of approximately 96,000 inhab#aBanking, postal service, health services
and communications, as well as education centers,ragular air service to other major
cities, such as Belem, Manaus and Cuiaba, etcawa#able at Itaituba. Labor required for
Project development and operations will be brougtt the Project from Itaituba and other
Par& State cities.

There may be sufficient surface rights within theaZauro properties for infrastructure
requirements, including an extended airstrip. Buazais investigating the possibility of
connecting the Project area by road to the nearpgithg road system, a distance of about 12
kilometers. This road would allow access via thenddal garimpo to the main N-S road
system.

Water for Tocantinzinho is be abundant, with thedrdins River within 1,000 meters. No
electric power is available within the Project’sinity.

Fuel and other major supplies are currently brougtd the Tocantinzinho area by water
ways. People, food supplies and other items areghitanto the area by small airplanes from
Itaituba.

18.4.3 Brazilian Permitting Process

When a Class Il mineral extraction project (asrdiin the Mining Code) is presented for
development, a multidisciplinary technical reviesain is appointed by the State Council for
Environmental Matters (CEPRAM) to review the proje€his team sets the Terms of
Reference for the environmental impact assessnieit) (and the RIMA (Relatério de
Impacto Ambiental). A RIMA is a document that sumimes the full impact assessment for
review by the public. The permitting process isalows:

. The project EIA, has to be submitted to the Fxiede Environmental Agency (CRA);

. CRA's review of the EIA/RIMA is expected to takéace during the date defined on
the report. Since no specific time limit is attadhe this review, the completion date for this
process is unknown;

. Once the review is complete, the government ancesithe publication in the official
Gazette, initiating a 45-day public review period;

. During this review period, the company also makgsesentation, in a public forum,
at which time public comments may be received,;

. Depending upon the results of the review, andngaknto consideration public
comments, the project will be granted (or deniedjcenca Prévia (Preliminary License) to
proceed with development.

. Following issuance of the Preliminary Licenseg throponent can proceed with
application for a Construction / Implementation énse which is expected to take 60 to 90
days to process;

. An Operational License is applied after consiarcand requires review and renewal
after three years.

18.4.4 International Financing

If international financing is sought, there areuamnber of updates that need to be made to the
environmental and social components of the projaot.update of the environmental and
social impact assessment (ESIA) to internatioraidrds will be necessary on the feasibility
design.

In particular, current water quality, hydrology antkteorology data need to be collected.
Waste rock and tailings geochemical characterimadiod water quality modeling need to be
completed. A public consultation and disclosurenplall need to be prepared as part of the
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ESIA. Detailed environmental and social action plamill need to be developed prior to
construction.

18.4.5 Social and Environmental Contribution

The Tocantinzinho Project will be important to deyenent of the region, giving social
support and necessary infrastructure for neighbmthgenerating 412 direct jobs and 1200
indirect jobs.

Besides the investments made to the implementatiases, Brazauro also has a reclamation
plan to the area. The total investment to mineuwr®seaches 3,2 million dollars and includes
demolition and remobilization of mine infrastructland area reforestation.

Acid drainage treatment it not expected to be alpra because of high dilution, due to
rainfall precipitation, and the low content in shie of the granite hosting the mineralization.
This project also has the concern of sustainableldpment, dealing with economical and
social developments, respecting environment byngia quality of life to local population.

18.5 INFRASTRUCTURE

As commented in chapter 5, the region requirestanbal investments in infrastructure,
representing 33% of the capital expenditures. Qmngig the support that the state
government has given to other ventures, it is psghat some of this investment will be
assumed by the government. Nevertheless, for thdys Brazauro will be assuming the
whole infrastructure expenditure.

18.5.1 Climatic Regime

The region has two well defined seasons:

- A dry season, with little precipitation (July-Bember)

- A wet season, with heavy rains (January-June)

The annual precipitation varies from 1.355 to 2.83% To reduce the interferences of the
climate in the construction stage of the facilitig®st of the activities (deforestation, roads
construction, infrastructure, basic sanitation,ilcoonstruction, power transmission line,
electric substation, dams and others necessayhevconducted during the dry season.

18.5.2 Access

The project is located about 108 Km from the toWrMmraes de Almeida, in the Cuiabéa-
Santarém highway. Transport to the Tocantinzinloydet can be done as follows:

*River transport, until the port of Santarém. Thisra good airport in Santarém, as well;
*Road transport. From Santarém to Moraes Moreiv®, Km along the highway Cuiaba-
Santarém, being 214 km asphalt.

From the town of Moraes de Almeida to the projdat, Transgarimpeira road will be used for
36 Km. This road is not paved. A barge, with cafyatt transport 90 tonnes, is used to cross
the Jamanxim River.

The Internal roads to the project. are estimatealssut 10 Km in extension, having an
average width of15 meters.

Total extension of roads to be constructed or imgdas 82 km. From those, 25 km are new
roads, including 10 km of internal roads.

The figure and the table in the next page givedttails of the access construction to the mine
site.
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Figure 29 - Map of the access road to be repaired /constructed
Interval From - to Distance Details
Moraes de Almeida to|
vicinal road acess .
A . =2l 36 km Only small repairs
using Transgarimpeira
road
Road - Current width -
4m, to enlarge to
Transqarimpeira road- 6m,reconstruction of 2
B ansg P 27 Km bridges with about 25
Inacio Farm
meters each and 2
bridges with about 20 m
each, low forest
Road - Current width -
4m, to enlarge to
Indcio Farm-end of] 6m,reconstruction of 4
() . 30 Km . .
logging road bridges with about 15
meters each, dense
forest
New road of 15 km to
End of loaaing road - be constructed. Dense
D . °99ing 15 Km forest. Two bridges of
Project Site .
20 m extension each
will be required

Table 33 - Access construction details

18.5.3 Earthmoving

The earthmoving necessary is the leveling of aa arehe approximated dimension of 300m
x 200m, for the erection of the project’'s plant.kby for deviation of rain water are also
considered, for the protection of the pit area.

18.5.4 Dams: Tailing/Water Containment

Two dams will be constructed for the tailings daomtention, as well as a number of smaller
dams designed for fines collection, water reseraant water deviation from the pit area. No
waterproofing is projected in the tailings dam ussmg that the tailings will be non-pollutant.
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18.5.5 Basic Sanitation

This item includes reception, pumping, treatmetdragie and distribution of industrial and
drinkable water and sanitary facilities with sewreatment. The details are listed in the table
35.

18.5.6 Power supply

At Brazauro’s request, CELPA, the state agencydover generation and distribution of the
Para State, has studied the technical feasibifigetivering the necessary power to the mine.
The information given is that after September 2688 new energy system of Curua-Buriti
will start operating at tension of 138 Kv. They gagted the construction of a line starting
from this system in the substation of Novo Progress the tension of 138 kv, extending for
201 km. CELPA presented a quotation for this camsion, totaling US$ 16.88 million, being
US$ 16.6 million of Brazauro’s responsibility andS®) 0.27 million of CELPA’s
responsibility.

Besides the power line, the Capex for power indusléstations to reduce the tension to 13.8
kv, and internal net of distribution at 13.8 kv.

18.5.7 Other Works
Other works listed in the infrastructure Capex are:

. Explosive depot. Dimensions 10m X 10m
. Airstrip enlargement. Dimensions:: 30m X 1.000m.
. Edifications: Lodgings, restaurant, security gatdfices, and general constructions.

18.5.8 Logistics
The table below lists the sources anticipatedHerrtecessary construction material:

LATERITE | To cover the roads, foundations and simi@arks. Originated from deposits
in the region, within the respective legal licensBsnsport to the area will
be by trucks.

SAND Originated from deposits inside areas of the ptojédés necessary the wash
of the material for separation of organic mattdre Transport to the area will
be by roads in trucks.

PEBBLE Originated from deposits inside areas ofgt@ect. It is necessary the wash
of the material for separation of organic mattdre Transport to the area wijll
be using in trucks.

CEMENT The supply of cement is foreseen to be doydhe factory in Itaituba.
Transport to the area will be by roads in vehielgh capacity of 30 tonne
each.

[72)

STEEL Steel can be supplied in bars or cut and bent b3l Isteel industries in the
south or in the southeast of the country. It wéltbansported by trucks from
Santarém.

Timber The necessary timber will be acquired diyeitom local suppliers

Table 34 - Source foreseen for the necessary material of the construction.
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TOCANTINZINHO PROJECT - Worksheet of Quantity & Prices

Item DESCRIPTION Quantity Unity Unitary Price | Total Price (R$)
Acess Roads 11,738,000.00
10, Interval - about 27 Km- low forest- width - 6 meters 27.00 km 114,000.00 3,078,000.00
20, Interval - about 30 km - high forest- width - 6 meters 30.00 km 120,000.00 3,600,000.00
39, Interval - about 15 km - original forest - width = 6 metros 15.00 km 138,000.00 2,070,000.00
Road inside area from project- about 10 km - width = 15 metros 10.00 km 299,000.00 2,990,000.00
Bridge Construction 5,730,000.00
Bridge with 30 meters 1.00 un 720,000.00 720,000.00
Bridge with 25 meters 2.00 un 625,000.00 1,250,000.00
Bridge with 20 meters 4.00 un 520,000.00 2,080,000.00
Bridge with 15 meters 4.00 un 420,000.00 1,680,000.00
Earth Moving 442,513.56
Deforestation 20,000.00 m2 1.50 30,000.00
Cut and retreat of the trees 400.00 un 52.82 21,128.00
Excavation, loading and hauling of superficial layer of soil , mdt until 500m 6,000.00 m3 4.72 28,320.00
Excavation, loading, hauling, unloading and scatter of the better quality material 10,000.00 m3 9.02 90,200.00
Embankment compacting to 95% the proctor normal - earthwork 10,000.00 m3 1.79 17,900.00
Paving
Fundation
Regularization of fundation - earthwork 20,000.00 m2 1.20 24,000.00
Primary revestment
Primary revetment with gravel - earthwork, mdt until 1.000m 6,000.00 m3 17.61 105,660.00
Drainage and superficial works
Cut protection ditch 300.00 m 30.16 9,048.00
Embankment protection ditch 1,000.00 m 32.45 32,450.00
Concret gutter 400.00 m 42.21 16,884.00
Tubular simple gutter of concrete ca2 - bstc g 1000mm 200.00 m 293.73 58,746.00
Normal mouth for tubular simple gutter of concrete bstc g 1000mm 4.00 un 1,244.39 4,977.56
Gardening
Protection of slopes with grass 1,000.00 m2 3.20 3,200.00
Explosive Depot 88,158.50
Deforestation 400.00 m2 1.50 600.00
Cutting and removal of trees 5.00 un 52.82 264.10
Excavation, loading and hauling of superficial layer of soil , MDT until 500m 120.00 m3 4.72 566.40
Excavation, loading, hauling, unloading and scatter of the better quality material, MDT of 400- 600m 1,200.00 m3 6.73 8,076.00
drainage and superficial works
embankment protection ditch 80.00 m 32.45 2,596.00
Gardening
Protection of slopes with grass 330.00 m2 3.20 1,056.00
civil construction 30.00 m2 2,500.00 75,000.00
Airstrip 411,849.00
Deforestation 28,000.00 m2 1.50 42,000.00
Cut and retreat of the trees 56.00 un 52.82 2,957.92
Excavation, loading and hauling of superficial layer of soil , MDT until 500m 8,400.00 m3 4.72 39,648.00
Excavation of ditch in better quality material 1,236.00 m3 12.80 15,820.80
Excavation, loading, hauling, unloading and scatter of the better quality material, MDT of 400- 600m 8,400.00 m3 6.73 56,532.00
PAVING
FOUNDATION
Regularization of foundation - Earthwork 30,000.00 m2 1.20 36,000.00
PRIMARY REVESTMENT
Primary revestment with gravel - Earthwork, MDT until 1.000m 9,000.00 m2 17.61 158,490.00
Drainage and superficial works
Cut protection ditch 300.00 m 30.16 9,048.00
embankment protection ditch 300.00 m 32.45 9,735.00
Concret gutter 200.00 m 42.21 8,442.00
Tubular Simple gutter of Concrete CA2 - BSTC @ 1000mm 50.00 m 293.73 14,686.50
Normal mouth for tubular simple gutter of concrete BSTC @ 1000mm 2.00 un 1,244.39 2,488.78
GARDENING
Protection of slopes with grass 5,000.00 m2 3.20 16,000.00

Table 35 - Worksheet of quantities and prices |
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Dams: Tailing /Water contai 3,749,985.04
Deforestation 36,000.00 m2 1.50 54,000.00
Cut and retreat of the trees 72.00 un 52.82 3,803.04
Excavation, loading and hauling of superficial layer of soil , mdt until 500m 14,400.00 m3 4.72 67,968.00
Preparation and treatment of the foundation( soil) 12,000.00 m2 2.50 30,000.00
Regularizagdo of the land (compacting of the land to amount of the vertical filter) 10,000.00 m3 25.00 250,000.00
Earthwork

Excavation, loading, transport, unloading and scatter of material 3,600.00 m3 5.00 18,000.00
Excavation, loading, hauling, unloading and scatter of the better quality material 72,000.00 m3 6.73 484,560.00
Embankment compacting to 95% do proctor normal 72,000.00 m3 1.79 128,880.00
Scatter and to increase density of the sandfilter 8,000.00 m3 30.00 240,000.00
Scatter and compacting of transition 2,400.00 m3 2.80 6,720.00
Drainage and superficial works

Supply and installation of the blanket without poliester, density of 300 g/m2, width of 3,0 mm 2,000.00 m2 5.00 10,000.00
Supply and installation of the pvc impermeable 1,500.00 m2 2.50 3,750.00
blanket , width of 0,6 mm

Sistem of drenage of the rain 400.00 m3 250.00 100,000.00
Supply, scatter and compacting crushedrock 1 and crushedrock 2 1.00 verba 50,000.00 50,000.00
Supply and installation of piping and special pieces

Contentions works 3,200.00 m3 150.00 480,000.00
Wall protection 2,000.00 m3 200.00 400,000.00
Wall protection (rip-rap) 4,400.00 m2 136,576.00
Structure of concrete 120,000.00 kg 5.36 643,200.00
Steel 1,700.00 m3 642,528.00
Water/ g 766,000.00
Reception of water ( civil works,equipments) 1.00 budget 15,000.00 15,000.00
Pumping of water ( civil works,equipments) 1.00 budget 40,000.00 40,000.00
Pumping water until center of the project 3,000.00 m 65.00 195,000.00
Station of treatment of water, flow 30m3/h 1.00 budget 160,000.00 160,000.00
Station of treatment of sewage, for 500 persons 1.00 budget 220,000.00 220,000.00
Reservoir for potable water, capacity 5000 L 1.00 budget 22,000.00 22,000.00
Reservoir for industrial water, capacity 20.000 L 1.00 budget 60,000.00 60,000.00
Distribution of drinkable water and industrial water 1.00 budget 22,000.00 22,000.00
Facilities of sewer system 1.00 budget 32,000.00 32,000.00
Edifications 1,652,700.00
Administrative office 800.00 m2 350.00 280,000.00
Lodgings for superior level and medium level 200.00 m2 350.00 70,000.00
Lodgings for basic level 650.00 m2 350.00 227,500.00
Leisure area 300.00 m2 300.00 90,000.00
Laundry 50.00 m2 400.00 20,000.00
Sanitariums and dressing rooms 80.00 m2 400.00 32,000.00
Chemical sanitariums - 6 units 6.00 un 7,200.00 43,200.00
Kitchen and dining halls 230,000.00
Workshop 200.00 m2 250.00 50,000.00
Fuel reservoir 110,000.00
Storerooms - 2 hangars 600.00 m2 700.00 420,000.00
Laboratory 200.00 m2 400.00 80,000.00
Electric Power 39,897,378.00
Line of Transmission in 138 kv, with about 201 km Budget 33,228,223.00
Substation of 138 kv - 13,8 kv, potency same to 10.000 KVA 6,000,000.00
Substation 1.00 un 5,000,000.00 5,000,000.00
Others 1.00 budget 1,000,000.00 1,000,000.00
Substations of 13,8 kv - 440v - 220v - 127v, total potency same to 7.500 KVA 621,875.00
Potency transformer 402,000.00
Others 1.00 budget 95,500.00 95,500.00
Services 1.00 budget 124,375.00 124,375.00
Distribution nets in 13,8 kv, with about 2 km 47,280.00
Post (11m x 300 kgf) 24.00 un 520.00 12,480.00
Cabbles 4/0 6.00 km 4,000.00 24,000.00
Insulating, acessory 1.00 budget 2,800.00 2,800.00
Equipments 1.00 budget 8,000.00 8,000.00
GRAND TOTAL (R$) 64,476,584.10

Table 36 - Worksheet of quantities and prices 2

18.6 PROJECT ECONOMICS
18.6.1 Assumptions used

Valuation ParametersTocantinzinho was valued with projected cash fl®b&sg discounted
at a discount rate of 5% in nominal terms. A fix&dzilian exchange rate of R$ 2 / 1 US$
was used.

Financing: For project evaluation purposes, no financing lbesn considered. Nonetheless,
for this size of project, it is possible to use ttredit lines of BNDES, the Brazilian

development bank, which has long-term credit faedi for projects in general, available in
local currency (Reais) and also indexed to a cagrdrasket. More attractive conditions may
be available for a project in the Amazon region.

Gold Price: For pit optimization and subsequent cash flow gutipn a gold price of US$
550/0z was used.
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Sunk CostsThe current exercise considers all the expensesrgd with the project, such as
the acquisition of the property and exploratioredily linked to the deposit. These values
where used to reduce the taxable profit, sinceBitazilian law allows the deduction of the
mine depletion.

Royalties Two royalties have been included in the valuation

*The state royalty of 1%, which is the rate apfileao gold, on sales.

*The NSR royalty of 3.5% at gold prices over US$p@0 ounce, payable to Alan Carter and
Dennis Moore, in respect of production from thetise area numbered 850.300/03 under the
Carter-Moore agreement. This license area covesogpnately one-half (the western half)
of the deposit. The Carter-Moore agreement requpegnent of a royalty on the licenses
acquired under that agreement. Since the apmitdtr the license subject to the Carter-
Moore agreement covering the eastern half of thposie will not be successful due to the
presence of a prior owner with mineral rights tatthrea (being Mineracao Cachambix Ltda.,
now owned by Brazauro) Brazauro has advised NCLtl#a3.5% NSR is not payable on the
eastern half of the deposit. Based on that, thaltppwed to Carter and Moore is assumed in
this assessment as 50% of the original value,1or%% NSR.

In this assessment, the land owner royalty haveen included because the land is public, no
legal owner exists to claim this right. For infortioa, it represents 50% of the state royalty,
or 0.50% of the revenue.

18.6.2 Taxation Issues

The project was evaluated on the assumption tleaawailable tax incentives will be granted
to the project. These incentives are applicablabse the project is situated in the Northern
region of Brazil, and it is considered of priorityterest due to its contribution to regional
development. Tax incentives are in the followingrio

Tax ReductionA project considered to be of priority intereserttitled to a reduction of 75%
in the effective Income Tax rate. According to tason 31, from ADA (Agency for the
Development of Amazon), this rate could be used.fbyears after the start up of the project,
if approved up to 2013. Since this resolution iseatension of the previous limit of the tax
incentive, previously finishing in 2013, Brazaurssames that this benefit will be renewed,
therefore the incentive was applied up to the ehdhe LOM. Considering that the full
Income tax is 25% of the taxable profit, a rat® @5% was used for the whole period.
Reinvestment Tax Incentiv& reinvestment tax incentive is also granted deductible from
the net income tax due, subject, however to anvetpnt contribution from the project, to
fund part of the reinvestments. This incentive wasused in the cash flow of the project, as
a conservative measure.

Tax Losses Compensatiofiax losses are carried forward and may be compsshdar
utilizing up to 30% of the profits generated eaelary This compensation was incorporated in
the project’s cash flow.
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18.6.3 Project Cash Flow in Nominal Terms

[Production Summary Years 1 ] o | t* | =2 [ 3 [ 4 | 5 [ 6 [ 7 [T 8 [ 9 [ 1o [ 1 [ 12 | 1 [ 1 [ 15 [ 16 [ 17 | 18 [ 19 [ 20
Ore Mining kTon 200 300 1200 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2001 2000 2000 2000 2000 2000 2000 845.5 38,578
ROM Grade ppm 1.57 157 139 124 1.25 1.50 1.45 157 1.45 1.15 1.16 118 131 147 1.60 1.47 151 1.18 1.44 1.68 1.66 174 141
\Waste Mining kTon 2000 3,000 5,003 5,000 5,000 5,000 5,000 5,000 5,000 6,500 7,500 7,500 7,500 7,500 7,500 7,500 7,500 6,843 2,361 714 426 40 109,387
Gold contained Oz 10,118 15,178 53,587 79,719 80,199 96,298 93,508 | 101,201 93,082 74,140 74,618 76,078 84,467 94,538 | 103,118 94,657 96,973 75,832 92,449 | 107,777 | 106,919 47,348 | 1,704,457
Ore Milled kTon 1700 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2000 2001 2000 2000 2000 2000 2000 2000 846 38,546
Grade Milled ppm 1.44 1.24 1.25 1.50 1.45 157 1.45 1.15 1.16 1.18 1.31 1.47 1.60 1.47 151 1.18 1.44 1.68 1.66 1.74 141
Gold recovered Oz 71,894 72,656 73,093 87,766 85,223 92,235 84,835 67,571 68,007 69,337 76,983 86,162 93,982 86,271 88,382 69,113 84,258 98,228 97,446 43,153 | 1,553,442
|Revenue kUS! 39,542 39,961 40,201 48,271 46,873 50,729 46,659 37,164 37,404 38,135 42,341 47,389 51,690 47,449 48,610 38,012 46,342 54,025 53,595 23,734 878,127
Less transport/refine US$10/0z 1 kUS:! 719 727 731 878 852 922 848 676 680 693 770 862 940 863 884 691 843 982 974 432 15,966
Less 1% State Royalties | kUS:! 395 400 402 483 469 507 467 372 374 381 423 474 517 474 486 380 463 540 536 237 8,781
Net Smelter Return kUS$ 38,427 38,835 39,068 46,911 45,552 49,300 45,344 36,117 36,350 37,061 41,148 46,054 50,233 46,112 47,240 36,941 45,036 52,503 52,085 23,065 853,380
Less NSR Royalties kUS$ 692 699 704 845 | 820 888 | 817 650 655 667 | 741 | 829 905 830 851 | 665 | 811 | 945 | 938 415 15,367
Net return kUS$ 37,735 38,135 38,365 46,066 44,731 48,412 44,528 35,466 35,695 36,393 40,407 45,224 49,329 45,281 46,389 36,276 44,225 51,557 51,147 22,650] 838,013
Operating Costs
Mne US: 7,442 8,399 8,399 8,400 8,400 8,399 8,399 10,199 11,399 11,399 11,399 11,399 11,400 11,399 11,399 10,611 5,232 3,257 2,912 1,062 170,907
Plant US! 12,691 14,931 14,929 14,931 14,931 14,931 14,931 14,931 14,931 14,931 14,931 14,931 14,937 14,932 14,931 14,931 14,931 14,931 14,931 6,312 287,764
'@A US: 3,400 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 4,002 4,000 4,000 4,000 4,000 4,000 4,000 1,691 77,093
|En\/ir0nmenl US! 1,020 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 1,200 507 23,128
[ Cash Operating Costs [ KUSS | I [ 24554 | 28530 | 28,528 | 28,530 | 28,530 | 28,530 | 28530 | 30,330 | 31530 | 31,530 | 31530 | 31,530 | 31530 | 31,53L | 31,531 | 30,741 | 25363 | 23,388 | 23,042 | 9573 | 558891 |
Operating Margin | kuss | | | 13182 | 9,605 | 9,837 | 17,536 | 16,201 | 19,882 | 15998 | 5136 | 4,165 | 4,863 | 8876 | 13695 | 17,790 | 13,750 | 14,858 | 5534 | 18,862 | 28,170 | 28,105 | 13,077 | 279,122 |
Capital Costs
|Mine | US$ 13,815 6,116| 360 - - - - - - 10,047 2,007 - - - - - - - - - - - 32,345
Pre-Production| US: 3,168 4752 7,919
Mine Equipmenﬂ US! 10,148 864 360 - - - - - - 10,047 2,007 - - - - - - - - - - - 23,425
Mine Infrastructure US! 500 500 1,000
Plant Us: 26,373 17,065 - = = - - 475 - - = = 475 - = - - 475 = - - - 44,863
Primary Crusher| US! 1,002] 668 100 100 100 1,970
Conveyor Belts US: 2,048 1,365 75 75| 75 3,638
SAG miII| US! 6,283 4,189 100 100 100 10,771
Flotation US:! 2,391 1,594 100 100 100 4,286
Cyanidation plant| US! 2,777' 1,852 100 100 100 4,929
Infrastructure Plantl US:! 1,978 1,319 3,297
Construction contractor| US! 2,225 1,483 3,708
Insurance and transportation| US:! 1,112 742 1,854
Spares US! 330 220 549
EPCM] kUS$ 2,678 1,785 4,463
Training and commissioning| kUS$ 446 298] 744
Contingency Plant kUS$ 3,103 1,551 4,654
Infrastructure US$ 19,040 12,993 - - - - - - - - - - - - - - - - - - - - 32,032
Acess Roads| US$ 4,695 1,174 5,869
Bridge Construction US$ 2,292 573 2,865
Earth Moving US: 221 221
Explosive Depot US! 44 44
Dams: Tailing /Water containmentl US:! 1,500 375 1,875
Water/Sewage| US! 192 192 383
Edifications| US:! 165 661 826
Electric Power US! 9,974 9,974 19,949
Contingency  10% kUS! 5,923 3,617 36 - - - - 48 - 1,005 201 - 48 - - - - 48 - - - - 10,924
[Total Capital Costs kUS! 65,151 39,791 396 - - - - 523 - 11,052 2,207 - 523 - - - - 523 - - - - 120,164
[Mine Closure kUS$ 200 200 200 200 200 200 2,000 3,200
Capex + Mine Closure kUS$ 65,151 39,791 396 - - - - 523 - 11,052 2,207 - 523 - - 200 200 723 200 200 200 2,000 123,364
[Pre tax Cash Flow KUS$ (65,150 (39,79L)] 12,786 _ 9,605] 9,837 17,536 16,201 19,359 15998 | (5015) 1,958 | 4,863 | 8,354 | 13,695| 17,790 13,550 | 14,658 | 4,812 18,662 27,070 27,905] 11,077 | 155,758
[Taxation [ k0SS | I | 312 | | | 676 | 602] 1,324 ] 724 | | | | 725]  1237] 1675] 1243] 1,362] 355]  2,017]  3,967] 4,126] 1,883]  22,228]
[Net Cash Flow After Tax [ KUSS | (65150)] (39,/9L)] 12,474] 9605] 9,837] 16,850 15599] 18,035] 16274] (50915)] 1058|  4,863] 7,629 12,457] 16,116] 12306] 13,297 445/ ] 16,645] 24,002] 23,779] 9,195] 133,529
|Net Present Value of Cash Flow After Tax 5% 34,521 |
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18.6.4 Project Sensitivities
Sensitivities were prepared looking to the impakipossible variations in the main
variables. They are all based on the proposedafésentpa mining rate.
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Figure 30 - Sensitivity to Operational Costs
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Figure 31 - Sensitivity of NPV and IRR to changes in the Capital Expenditure
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Metallurgical Recovery: NPV & IRR Sensitivities
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Figure 32 - Sensitivity of NPV and IRR to changes in the Metallurgical
Recovery
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Figure 33 - Sensitivity of NPV and IRR to changes in the Gold Price

Comments From the above graphs, it is evident that thetmadevant factors affecting
the economic return of the project are the metgibait recovery and the gold price.
Since there is no control on the latter factors iadvisable to extend the metallurgical
tests in order to ensure the recovery rate thatwilsed for the cash flow projections.
The operational costs may increase up to 20% imatkam, and the project will still be
attractive. However, attention should be givenim plant costs, since they are the most
important element in the operational costs. Reggrthe Capex, it is interesting to note
that the project supports an increase of 35% incatal costs and still keeps its
attractiveness.
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19. INTERPRETATION AND CONCLUSIONS

19.1 KEY STATISTICS

Key parameters of the study are given in Followiiadles:

ITEM UNIT/TYPE | AMOUNT
Waste Mining (LOM) tonnes (000) 109,387
W:O ratio 2.84
Ore Milled (LOM) tonnes (000)| 38,546
Au g/t 1.41
Ore Milled — Annual production tonnes (000) 2,000
Years in Construction Unit 2
Years in Operation unit 20
Average annual gold production Au Koz 82,000
Manpower Workers 412
Table 37 - Operational Parameters
ITEM UNIT/TYPE AMOUNT
Mining cost per tonne mined US$/tonne 1.2
Mining cost per tonne milled US$/tonne 4.43
Processing cost per tonne milled US$/tonne 7.46
General & Admin cost per tonne milled US$/tonne 02.0
Environment cost per tonne milled US$/tonne 0.60
Total cash cost per tonne milled US$/tonne 14.49
Total cash cost per gold ounce produced US$/oz 360
Table 38 - Unit Costs
ITEM UNIT/TYPE AMOUNT
Net Smelter Return US$ 000 853,380
OPERATING COSTS
Mining Costs US$ 000 170,907
Processing Costs US$ 000 287,764
G&A Costs US$ 000 77.093
Environment Costs US$ 000 23,128
Total Operating Costs US$ 000 558,891
Operating Margin US$ 000 279,122
Initial Capital Expenditures | US$ 000 104,942
Sustaining CAPEX US$ 000 15,222
LOM Pre-Tax Cash Flow US$ 000 155,758
Taxation US$ 000 22228
LOM Net Cash Flow US$ 000 133,529
NPV (5%) of net cash flow | US$ 000 34,521
IRR % 8.28%

Table 39 - Financial Parameters
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Cautionary Statement This economic assessment is based partially onrréde
Resources, and its accuracy does not match theeuasites of a Pre-Feasibility
Study, which is the minimum requirement for theveosion of Measured and Inferred
Resources into Reserves. This preliminary assessinefudes inferred mineral
resources that are considered too speculative gpoddly to have the economic
considerations applied to them that would enablenthto be categorized as mineral
reserves, and there is no certainty that the resoltthe preliminary assessment will be
realized.

19.2 COMMENTS

Brazauro has upgraded the Tocantinzinho propeoty fa greenfields exploration target
to a mid-stage gold project on the Amazon regiorBrazil, with adequate surface
mapping and diamond drilling and a significant amtowf metallurgical studies
completed. Diamond drilling has defined the deptus depth of at least 280 m below
surface. A gold deposit on hydrothermally altereahge has been identified, amenable
to bulk mining using standard open pit techniquése metallurgical tests indicate that
a flotation circuit followed by the cyanidation tife concentrate would be a low cost
process, with low environmental impact and recoveiye order of 91%.

NCL estimated the necessary Capital Expenditureotestruct a 2 million tonnes/year
operation as a total of US$ 105 million. Althoudite tarea is remote, presenting some
challenges to bring infrastructure, the projectrernics are solid and can support this
expenditure. The operational costs were estimaddS$ 360 / oz, which is in line with
other projects under similar conditions.

There are a number of blue-sky opportunities inTtbeantinzinho Project that needs to
be taken into account to correctly appreciate thtergial of this project. They are:

A quick estimate made by NCL indicates that the NR&fease at least by 50% if the
production scale is increased to 3 million tonneary This fact leads to the conclusion
that the project scope, as well as many other eeging aspects, may be optimized by
further studies, leading to improvements in theneoaics of the project. However,
there is no guarantee that the necessary powebevdlvailable.

High grade intercepts at the Southeast of the dig@sswell as diverse other targets in
the areas controlled by Brazauro, may be confiramedew discoveries, extending the
life of the project.

The processing of the garimpeiros tailings may gpansubstantial contribution to the
gold production, since it is known that the gold¢aeery obtained by the artisanal
methods is poor.

As inherent to every mining project, there are gighat need to be considered. Most
important of all is the risk that inferred resowreeay not be converted to reserves, and
even that the indicated resources have a variabiligrade and tonnage that may affect
the economics of the project. Other risks that fm@ymentioned are the environmental
risk and those related to cost estimation. Furghedies should minimize these risks.
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20. RECOMMENDATIONS

The following recommendations can be made to imprthe understanding of this
project:

Plan and execute a infill program destined to uggra portion of the inferred
resources to a indicated category, allowing therbgcome reserves, after the
preparation of the feasibility study.

Engage a team of surveyors and improve the topbgragurvey of the area,
including the area destined for tailing dams andtevdumps

Perform a check analysis, selecting 10% of the $zsnipside the orezone and
send to a third laboratory, to check the accurany precision of the results
obtained so far.

Engage a company specialized in environmental esuaind start the preparation
of an EIA-RIMA study, destined to obtain a LP (Pemry License), a process
that usually takes more than one year, what magydalquick start up of the
project, if so decided.

Proceed to the next stage of studies, preparingedg®@asibility or even a full
Feasibility study.

Commence discussions with the energy companies,PBElthe Para state
energy agency, to ensure sufficient energy suppbrder to allow the company
to enhance the production schedule from 2 mtpantdpa.
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