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KGHM AJAX MINING INC.
AJAX PROJECT

PROJECT DESCRIPTION
(REF. NO. VA101-246/8-1)

EXECUTIVE SUMMARY

The Ajax Project (“the Project”) is a proposed open pit copper and gold mine located 10 kilometres
southwest of Kamloops, British Columbia. The Project is comprised of eight 100% owned Crown grants
including the historic Ajax East and West pits. The Project contains a pit inventory of 2.6 billion pounds of
copper and 2.4 million ounces of gold. With an expected mine life of 23 years, the Project will provide
jobs and economic opportunities for the Tk’emlups Indian Band and the Skeetchestn Indian Band, and
the people of BC and Canada. In addition, the Project will contribute financially to provincial and federal
tax revenues through provincial net proceeds and taxes. The total capital cost estimated during the
preliminary economic assessment was $535 million. Since that time, several engineering trade-off
studies have been completed which will improve the project economics, and may influence / change
project capital.

The proponent, KGHM Ajax Mining Inc. (KAM), is a Joint Venture between Abacus Mining and
Exploration Corporation (AME); a mineral exploration and development company, and KGHM Polska
Miedz S.A (KGHM), a leading global copper and silver producer. KAM currently controls approximately
8,124 ha of land in the Project area, previously part of the Afton-Ajax Mine operated by Teck (Afton
Operating Corporation). In the immediate Project area, KAM has ownership of eight Crown Granted
claims and acquired portions of 14 additional mineral claims that were part of a joint venture agreement
with New Gold Inc. (New Gold). New Gold has retained a 10% net present interest (NPI) on these
mineral claims. KAM has ownership of an additional 20 Crown Grants and 27 contiguous mineral claims
in the Project area and an additional eight mineral claims and three Crown Grants that are near but not
contiguous with the Project.

In June 2009, AME completed an NI 43-101 compliant positive Preliminary Economic Analysis (PEA) on
the Ajax property, after a series of successful drill programs from 2005 to 2008. The results of the PEA
indicate the potential for a robust mining operation capable of processing 60,000 tonnes of ore per day.

Average annual production of the mine is estimated at 106 million pounds of copper and 99,400 ounces
of gold in concentrate, based on a conceptual mine plan supplying 21.9 Mt of ore per year (60,000 tonnes
per day) to the mill. Restored and expanded mine components from previous operations are expected to
be utilized to the fullest extent possible.

The ore and waste will be drilled for blasting utilizing electric drills capable of drilling 311 millimetre
diameter blast-holes. Blasted material will then be loaded into 228 tonne haul trucks with 35 cubic metre
electric rope shovels and 19 cubic metre front-end loaders.

The ore will be delivered from the mine utilizing a combined in-pit and out-pit gyratory primary crusher
system. The crushed ore will feed to a conventional copper concentrator. The concentrator design
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includes a secondary crushing circuit, feeding two high pressure grinding rolls followed by two
7.62 x 12.5 m ball mills. Copper and gold will then be recovered in concentrate through a conventional
flotation circuit. The concentrate will then be filtered and shipped by truck to the Port of Vancouver.

Project components are expected to include the following:
e Open pit

e Processing plant

e Thickened tailings plant

e Tailings storage facility

o Waste rock management facilities

o Water management facilities

e Road and bridge upgrades

e New access and haul road

e Borrow sources

e Transmission line and transformer upgrades
o Explosives storage facility

e Process and potable water system

o Concentrate storage and shipping area, and
e Concentrate transport to Port of Vancouver.

Project impacts will be primarily concentrated on sites previously disturbed by historical mining activities.
No modifications to the Port of Vancouver will be required to receive the concentrate. The Project site
has been intensively studied as a result of monitoring activities of the old mine sites, and more recent
studies and monitoring activities to address Project concerns.

KAM is currently active on First Nation and public consultation as part of the pre-Application phase of the
Project. Baseline environmental studies and exploration drilling, condemnation drilling, preliminary
engineering, and site surveys will continue throughout the pre-Application phase.
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KGHM AJAX MINING INC.
AJAX PROJECT

PROJECT DESCRIPTION
(REF. NO. VA101-246/8-1)

SECTION 1.0 - INTRODUCTION

1.1 KGHM AJAX MINING INC — CORPORATE OVERVIEW

The proponent, KGHM-Ajax Mining Inc. (KAM), is a mineral exploration and development company with
an advanced-stage project located in the prolific Afton Mining Camp near Kamloops, British Columbia.
KAM is a joint venture company between KGHM Polska Miedz S.A. and Abacus Mining and Exploration
Corp (AME).

KGHM Polska MiedZz S.A. is Polish copper mining and smelting company, the ninth largest copper
producer in the world. It was created as a state-owned company in 1961, but in 1991 it was privatized,
and since 1997 it has traded publically on the Warsaw Stock Exchange under the symbol “KGHM”. It
currently employs over 18,000 people in its three mines, two copper smelters, its wire rod plant, and
various auxiliary business units.

AME is a British Columbia-registered company, incorporated on October 17, 1983. It has engaged in
mineral exploration in the province, with its primary focus being the deposits associated with the Ajax
Project. It is registered company in British Columbia and a Tier One issuer that trades on the TSX
Venture Exchange under the symbol “AME”.

KAM holds a 100% interest in eight mineral resource properties in the Afton Mine Camp (Afton) near
Kamloops, British Columbia. The Company also holds the rights to acquire 24 km? of land and earn a
100% interest in mining infrastructure and related permits in the Afton area.

The Ajax Project will largely be developed using expertise from AME. A précis of each of the AME key
management team members is provided below.

James Excell

President and CEO

Mr. Excell is a Metallurgical Engineer with extensive senior executive, mine management, and process
engineering experience. His career includes more than three decades with BHP Billiton in Canada and
internationally, serving as President and COO of BHP Billiton Diamonds Inc. from 1999 to 2003, and as
its Chairman to June 2005. He has been responsible for overseeing the management and development
some of the world's premier mining projects, including the EKATI diamond mine in the Northwest
Territories, where he led the construction, commissioning and subsequent operation of the $700 million
development. Jim has also managed copper operations in British Columbia, as well as metallurgical and
thermal coal mines in Australia and the U.S. In addition to his outstanding industry experience, he is
recognized for fostering goodwill relations with government and aboriginal groups.
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Andrew Pooler

Executive Vice President and Chief Operating Officer

Mr. Pooler has more than 30 years of experience as a mining engineer and operations executive working
in North, Central, and South America. Prior to joining Abacus, Mr. Pooler was the Senior Vice President,
Mine Operations, for Pan American Silver Corp. with responsibilities for six producing mines. Prior to Pan
American Silver, Mr. Pooler held executive positions with several international mining companies,
including Amax Gold Inc. where he was Vice President of Operations. Mr. Pooler holds a Bachelor of
Science degree in mining engineering from the University of Idaho.

Jim Whittaker

Project Manager

Mr. Whittaker joined the Abacus team in late 2008, coming from the CRU Strategies regional office in
Santiago de Chile, where his work was focused on business improvement for their mining sector clients.
Jim was the leader of the Performance Improvement practice area, and he lead consulting projects in the
realms of operational asset productivity, risk evaluation in strategic mine planning, and the audit of
Greenfield and Brownfield capital investments. Prior to this, Jim worked for the Placer Dome group for
12 years, and during that time he held responsibility for process operations in copper, gold and
molybdenum operations in Canada and Chile, and enhanced shareholder value through improvements in
operational productivity, project start-up, and resource protection.

Gordon Frost

Chief Mine Engineer

Mr. Frost has more than ten years’ experience in the mining industry working for mining and consulting
companies based in British Columbia. For the last five years, Mr. Frost was with AMEC Americans
Limited ("AMEC") where he worked on projects and mines in Latin America, Central Asia and Canada,
including Abacus' Ajax Project. Prior to joining AMEC Mr. Frost held various positions with Imperial
Metals including that of Mine Engineer at the Huckleberry Mine. Mr. Frost holds a Bachelor of Science
degree in Mining Engineering from Queen's University and a Diploma in Mining Technology (Honours)
from the British Columbia Institute of Technology.

Dianna Stoopnikoff

Environmental Manager

Ms. Stoopnikoff has more than 15 years’ experience managing environmental programs within BC. Prior
to joining AME, Dianna led the successful issuance of an EA Certificate which included a pilot project to
allow for concurrent permitting of the Galore Creek Project. Dianna has also worked for several mining
companies including Myra Falls, New Gold, and Premier Gold, which were in various phases of start-up,
construction, operation or closure. She also has extensive experience managing sustainable community
relations, management systems for construction and operations, and the development of policies and
procedures.
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CORPORATE POLICIES

KAM has adopted the following comprehensive Environmental, Health, and Safety Policy:

KAM is committed to meeting or exceeding the requirements of the environmental and occupational
health and safety legislation for each authority in which it operates. KAM is committed to protecting the
health and safety of the public, its employees, and the natural environment. Where project activities may
affect people and/or the environment, KAM is committed to eliminating or mitigating the extent and
magnitude of potential impacts. To achieve this, KAM is committed to:

1.3

1.3.

Implement, and continually improve upon, an effective health, safety, and environmental
management system

Identify, assess, and manage risks to employees, contractors, communities, and the environment in
which it operates

Provide and ensure understanding of the health, safety, and environmental risks through effective risk
assessment and training to all its employees and contractors

Reduce, re-use and recycle waste in order to minimize waste and encourage the efficient use of
resources

Use appropriate technologies to prevent and reduce waste and pollution

Ensure financial preparations are made throughout the life of the Project to ensure decommissioning
is implemented appropriately

Meet, and where practical, exceed legal requirements for health, safety, and the environment
Maintain transparent relationships and consultation with all stakeholders and indigenous peoples
Support the fundamental human rights of all people potentially affected by a project, including
employees, contractors, and communities

Respect the traditional rights of indigenous peoples, and

Contribute to the long-term socioeconomic and institutional development of employees and the
communities within which projects occur.

CONTACT INFORMATION

1 Proponent

KGHM-Ajax Mining Inc.
6th Floor, 800 West Pender Street
Vancouver, BC.V6C 2V6

Phone: 604-682-0301
Toll Free: 866-834-0301
Fax: 604-682-0307
Email: info@amemining.com
Web: www.amemining.com

Company Representatives:
Mr. James Whittaker Project Manager
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Ms. Dianna Stoopnikoff Environmental Manager

1.3.2 Consultant

AME has engaged Knight Piésold Ltd. (KP) to conduct environmental assessment coordination.
Contact information for Knight Piésold Ltd. is provided below.

Name: Knight Piésold Ltd.

Address: 1400 — 750 W Pender Street
Vancouver, BC, V6C 2T8,

Phone: 604-685-0543

Fax: 866-685-0417

Email: info@knightpiesold.com

Web: www.knightpiesold.com

Company Representative:
Mr. Chris Brodie, R.P.Bio. Manager — Environmental Services
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SECTION 2.0 - PROJECT HISTORY

Mineral exploration and production in the Ajax Project area can be traced back over 100 years with
exploration beginning in the 1880s and continuing intermittently until the 1980s. Copper, gold, and iron
mineralization was discovered at the Iron Mask Mine near Kamloops in 1896. Nearby properties
including the Wheal Tamar, Ajax, and Monte Carlo claims were explored in the following years.

Claims in the Ajax Project area include Afton, Karen, Galaxy, Lucky Strike, Rainbow, Rogers, No. 7, Ajax,
Gold Plate, Windsor, Buda, Lone Tree, Iron Mask, Iron Cap, Crescent, Winty, DM, Ned, Cliff and Big
Onion. Copper and gold are the main deposits of interest in the area.

In the Project area, underground exploration began on the Wheal Tamar claim in 1898 and development
work was completed on the Monte Carlo claim as early as 1905 and on the Ajax claim in 1906.
Exploration continued in the Wheal Tamar, Ajax, and Monte Carlo areas, becoming sporadic after 1914,

In 1928, the Consolidated Mining and Smelting Company of Canada Ltd. (CM&S) obtained options on
claims in the Project area and completed surface drilling on the Ajax and Monte Carlo claims. Sparse
mineralization was reported.

In 1952, the Ajax property was optioned to Berens River Mines Ltd. and later in 1954, CM&S and its
successor, Cominco Limited (Cominco), entered into option agreements and explored the area until 1980.
More recently, the area has seen production through five open pit deposits: Afton, Ajax East, Ajax West,
Crescent, and Pothook.

In the 1980s, Afton Operating Company, then owned in majority by Teck Cominco (Teck), defined a
mineral resource. Mining operations were initiated by Afton in 1989 on the Ajax East and Ajax West
claims and were suspended in 1991 due to unfavourable metal prices. Operations resumed in 1994 and
were again suspended in 1997. During these periods of production, it is estimated that 17 million tonnes
(Mt) of ore was mined and 13 Mt of ore was milled.

In 2002 and 2004, AME signed option agreements with Teck and Discovery Enterprises Corp. to earn a
100% interest in 52 mineral claims and 20 patented claims, which encompass the Crescent and Ajax pits.
In 2004, AME fulfilled the terms of the agreement to a hold a 100% interest in the Afton area claims,
subject to a Teck Cominco back-in right.

In June 2009, AME completed an NI 43-101 compliant positive Preliminary Economic Analysis (PEA) on
the Ajax property, after a series of successful drill programs from 2005 to 2008. The results of the PEA
indicate the potential for a robust mining operation capable of processing 60,000 tonnes of ore per day.

As illustrated on Figure 2.1, KAM, by virtue of its joint venture agreement with AME, currently has
approximately 81 km? of mineral tenure holdings in the Project area. In the immediate Project area, KAM
has ownership of eight Crown Granted claims and portions of 14 additional mineral claims that are part of
a joint venture agreement with New Gold Inc. (New Gold). KAM has ownership of an additional 20 Crown
Grants and 27 contiguous mineral claims and an additional eight mineral claims and three Crown Grants
that are near but not contiguous with the Project.
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SECTION 3.0 - PROJECT LOCATION AND MAPPING

The Project is located 10 kilometres west of Kamloops, in the South-Central Interior of British Columbia,
southwest of the junction of the Trans-Canada Highway No. 1 and the Coquihalla Highway (No. 5)
(Figure 3.1). The coordinates for the centre of the Project area are approximately 50°38' N latitude and
120°28' W longitude. The property is situated immediately south of Kamloops city limits and is located on
mineral titles reference map M0921068 (NTS 921/9), in the Kamloops mining division. The proposed
infrastructure will be located primarily on private land, with some utilisation of crown land (Figure 3.2).

The regional economy is largely resource and service oriented with a major emphasis on forestry, mining,
agriculture, and range use. Kamloops is a central transportation hub for the region with a population of
86,376 and has connections to Highways 5, 97C, the Trans-Canada, and Yellowhead Highways, direct
access to deep sea ports, communication infrastructure, and amenities typical of a city of this size. The
infrastructure that presently exists near the Ajax property is significant. Power and water are readily
available, with infrastructure built to service the historic Afton mine camp that was operated by Teck
between the 1970s and 1990s.

The Project is located within the Thompson River watershed and the Thompson-Okanagan Plateau
Ecoregion. Retreat of glacial ice during the Pleistocene resulted in a landscape of gently rolling plateaus,
incised river valley systems and large glacial lakes such as Kamloops Lake and Okanagan Lake. The
peaks in the vicinity of the Project consist of rock including areas of outcrop, and valleys characterized as
morainal deposits consisting of drumlinized glacial till. Remnant glaciolacustrine deposits occur just north
of the Afton pit and coarse colluvium deposits occur near Sugarloaf Hill.
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SECTION 4.0 - PROJECT PURPOSE AND RATIONALE

41 PROJECT JUSTIFICATION

KAM is proposing to develop a 502 (Mt) ore project. With an expected mine life of 23 years, the Project
will provide jobs, economic opportunities for local First Nations (the Tk’emlups Indian Band and the
Skeetchestn Indian Band), and the people of BC and Canada. In addition, the Project will contribute
financially to Provincial and Federal tax revenues through provincial net proceeds and taxes. The Project
is situated on a site with over 100 years of mining history and will be constructed, operated, and
decommissioned in compliance with modern environmental best practices. The Project will contribute
positively to the sustainability of Kamloops and British Columbia, by providing economic stimulus and
facilitating the acquisition of job skills that can be applied to mining and other sectors in the future.

4.2 ESTIMATED RESOURCE

The mineral resources of the Ajax deposit were classified in accordance with CIM definition standards
and best practices referred to in NI 43-101 which have a reasonable expectation of economic extraction.
The qualified person for the mineral resource estimate was Thomas C. Stubens, P.Eng., an employee of
Wardrop Engineering Inc. The mineral resource estimate has an effective date of June 18, 2009.

The mineralization of the Project satisfies criteria to be classified into Measured, Indicated, and Inferred
mineral resource categories, the results of which are presented in Table 4.1. At a 0.13% copper
equivalent cut-off, the Measured and Indicated resource totals 422 Mt at an average grade of 0.30% Cu
and 0.19 g/t Au, with an additional 80.6 Mt of Inferred at 0.22% Cu and 0.16 g/t Au.

These resources are sufficient for approximately 23 years of operation at an annual production rate of
60,000 tonnes per day.

The economic model for the base case assumes a Life of Mine (LOM) average gold price of 800 US$/oz
and copper price of 2.00 USD/Ib for revenue purposes.

The pre-tax net present value (NPV) at 8% discount rate over the estimated LOM is $192.7 M over the
capital investment of $535 M. The after-tax internal rate of return is 12.4%. Payback of the initial capital

is estimated to be achieved in the 6" year of production.

4.3 CAPITAL COST AND TAXATION

The preliminary economic assessment estimated the project capital would be $535 million. Since that
time, several engineering trade-off studies have been completed which will improve the project
economics, and may influence / change project capital.

Included in the capital estimate are costs for the initial mining equipment, pre-production stripping, a
60,000 tonnes per day copper concentrator, shop, warehouse, infrastructure, indirect costs associated
with the design engineering procurement, and construction, commissioning, spare parts, contingency and
owner's cost. A summary of preliminary economic assessment capital costs for the Project is presented
in Table 4.2.
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The Project will contribute financially to the Provincial (BC) and Federal Governments through corporate
taxes, provincial net proceeds and net revenue taxes, and sales taxes.
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SECTION 5.0 - PROJECT OVERVIEW

5.1 PROJECT COMPONENTS

Major Project design criteria are presented in Table 5.1. On-site Project components are expected to
include the following:

e Open pit

e Processing plant

e Thickened tailings plant

e Tailings storage facility

¢ Waste rock management facilities

o Water management facilities

e Road and bridge upgrades

e New access road

e Borrow sources

e Transmission line and transformer upgrades
o Explosives storage facility

e Concentrate storage and shipping area, and
e Concentrate transport to Port of Vancouver.

5.2 MINING METHOD

Average annual production of the mine is estimated at 106 million pounds of copper and 99,400 ounces
of gold in concentrate. A detailed open pit mine plan was completed to supply 21.9 Mt of ore per year
(60,000 tonnes per day) to the mill over an expected mine life of 23 years. Mine site development at
years 5, 10, 15 and end of mine are shown on Figure 5.1. Restored and expanded mine components
from previous operations will be utilized to the fullest extent possible.

The Ajax ore and waste will be drilled for blasting utilizing electric drills capable of drilling 311 mm
diameter blast-holes. Blasted material from the Ajax pit will then be loaded into 228 tonne haul trucks
with 35 m® electric rope shovels and 19 m?® front-end loaders for delivery to the in-pit gyratory crushers
and conveyor systems and conveyor systems. The crushed ore will feed to a conventional copper
concentrator. The concentrator design includes a secondary crushing circuit, feeding two high pressure
grinding rolls followed by two 7.62 x 12.5 m ball mills. Copper and gold will be recovered in concentrate
through a conventional flotation circuit. The concentrate will then be filtered and shipped by truck to the
Port of Vancouver. The crushed waste will be conveyed to the waste rock management facilities.

Metallurgical recovery equations were based on a series of lock-cycle recovery tests performed by G&T
Labs of Kamloops, BC. The expected recoveries were determined to be 81.5% copper and 81.1% gold
providing a 25% copper concentrate at the average mill feed grade.
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53 SITE LAYOUT AND FACILITIES

The Project area has an array of existing and proposed infrastructure, services, facilities, and access
roads. This includes approximately 6 km of existing power line, 5 km of existing water supply line, 53 km
of existing mine access road, the historical east and west pits (152 ha), and various reclaimed waste
dumps (112 ha). The Project will be comprised of the following components, as illustrated on Figure 5.2:
Ajax open pit, processing plant, tailings storage facility (TSF), and thickened tailings plant (TTP) as well
as ancillary facilities, including fresh, fire, and potable water supply; reagent handling and storage, assay
and metallurgical, air supply, power supply and distribution; explosives magazine; water management
and solid and waste water management facilities; sewage collection and treatment facilities;
communications; fuel storage; and buildings including administration building and truck shop and
maintenance yard. The Project will have a footprint of approximately 2,500 ha, which represents a
roughly 300% increase (>750 ha) in footprint with respect to historical mining activities. The current
Project infrastructure requirements reflect the most advanced mine plan, and will be revised as feasibility
studies proceed.

5.3.1  Ajax Open Pit

Excavation of the deposit and development of the open pit will be accomplished with a stripping
ratio of approximately 2:1 (waste to ore tonnes) in a sequence that maximizes ore production and
prioritizes the non-reactive/Non Acid Generating (NAG) materials that will be deposited in the
north and east waste rock management facilities. Excavation of the deposit will result in a
smoothed pit design for the ultimate pit, by completing six internal phases with 35 m wide, 10%
grade ramps. The designs will utilize double benching of 12 m benches with variable width
berms. A batter angle of 70° will be used to achieve the overall smoothed pit shell. The
exception will be the 65° batter angles in the picrite rock unit to the southwest highwall. The Ajax
pit will have an area of 169 ha after five years of operation, to a maximum extent of 261 ha at the
end of the 23 year mine life. Pit development phases are shown on Figure 5.3.

Removal of the ore and waste will be accomplished by developing blast holes with electric drills
and subsequent blasting. The blasted material will be loaded into haul trucks with electric rope
shovels and front-end loaders for delivery to the in-pit gyratory crushers and conveyor systems.

Measures will be undertaken to prevent water from Jacko Lake and Peterson Creek from entering
the open pit area. At present, it is assumed that measures will be taken to keep wall slopes dry to

avoid the requirement for pit dewatering.

5.3.2 Processing Facility

The Processing Facility will be situated as shown on Figure 5.1 and is designed to process
60,000 t/d of run-of-mine (ROM) ore. The plant will operate 24 hours per day, 365 days per year.
Over the 23 years of operation, the plant will process approximately 442 Mt of copper and gold
ore. The concentrate will be produced via the following processes:

e Primary Crushing
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e Secondary Crushing

e Grinding and Classification
¢ Flotation Circuit

e Concentrate Thickener, and
o Concentrate Filter.

A schematic representation of the process is provided on Figure 5.4.

Tailings Storage Facility and Process Water

Fresh water will be pumped into the Fresh Water Tank in the Thickened Tailings Plant (TTP).
From the Fresh Water Tank the water will either be distributed throughout the TTP via the gland
water pumps or mixed with dry flocculant in flocculant tanks. The resulting flocculant dilution
water will be mixed with tailings from the mill in the feed box and the tailings feed will then be
discharged into the tailings thickener. Thickener underflow will be pumped to the tailings storage
facility via thickener underflow pumps and tailings discharge pumps. Thickener overflow will be
discharged from the tailings thickener to the process water tank and then to the Process Water
Pond for recycling, or directly to the Processing Plant. During an accident or malfunction of the
thickener underflow pumps or in the event of excess process solution or build-up of flotation
reagent, a re-circulation pump will direct the thickener underflow to the Thickened Tailings
Emergency Pond. The Thickened Tailings Emergency Pond will be situated at the present
location of a low-lying seasonally wetted area north of the TSF.

The shallow Inks Lake, located to the east of the TSF (Photo 1), will be used as a Process Water
Pond, as well as collecting tailings bleed water and surface runoff from the outer wall of the TSF
embankment during rain events. No sediments or solids will be placed within the pond. Water
from the TSF Process Water Pond will be pumped back to the Process Water Tank in the TTP
where it will be used in the tailings or milling process.

Some process water generated in the flotation circuit as concentrate thickener overflow solution
will be re-used in the grinding circuit. Excess water will be discharged to the process water tank.
Reclaimed water will be pumped from the Process Water Pond to the process water tank for
distribution to the points of usage. The gland and seal water will be pumped and distributed to
the slurry pumps from the fresh water tank.

The primary source of milling water is anticipated to be fresh water supplied from Kamloops Lake
and recycled water from the TTP. Water will be pumped directly to the Process Water Tank

adjacent to the plant facility and to the Fresh/Fire Water Tank.

Fresh Water Supply

Fresh water will be required for start mill and plant facilities, drilling water, fire suppression, gland
seal water, reagent, flotation cleaning stages, process water makeup, and other site activities
(e.g., dust control).
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Fresh water will be supplied from Kamloops Lake, a section of the Thompson River, to the
facilities using the existing infrastructure as much as possible (Photos 2, 3, and 4) with some
modifications and replacement of the existing pumps, piping, and electrical systems. The pump
house basin size and geometry will be evaluated in the detailed design phase. The existing
arrangement consists of an intake filter structure, which is located in the elevation of 323 m on the
lake bed. Water from this intake is transferred to the existing pump house on the shore of
Kamloops Lake (pump invert elevation 336 m) by a 36” pipe, embedded in the lake bed. Water is
pumped through an embedded steel pipeline to booster pump station 1 located at elevation
580 m, and from here to the proposed booster pump station 2 located at the New Gold fresh
water tank area.

The existing pump stations are head driven and may not be adequate to provide the volume of
water needed for the Ajax Project, and as such an alternative water supply system shall be
provided. A new pumphouse will be built on the shore of Kamloops Lake adjacent to the existing
lake pump station. The new pumphouse will contain two in-line pumps to transfer water to the
lake pump station (Figure 5.5) and new pumps will be installed in booster pump station 1. No
modifications to the existing intake filter structure on the lake bed are anticipated and the new
pumphouse will be situated above the normal high water mark.

Water will continue to be pumped to the New Gold fresh water tank via existing pipelines and to
the Ajax property through a new water supply line.

Reagent Handling and Storage

Various chemical reagents will be added to the process slurry stream to facilitate the copper
flotation process. Preparation of the various reagents will require the following components:
e A bulk handling system

e Mix and holding tanks

e Metering pumps

¢ A flocculant preparation facility

¢ Alime slaking and distribution facility
e Eye-wash and safety showers, and

e Applicable safety equipment.

Various chemical reagents will be added to the grinding and flotation circuit to modify the mineral
particle surfaces and enhance the flotability of the valuable mineral particles into the copper-gold
concentrate product. Fresh water will be used in the make up for the dilution of the various
reagents that will be supplied in powder/solid form, or which require dilution prior to the addition to
the slurry. These solutions will be added to the addition points of the various flotation circuits and
streams using metering pumps. The PAX collector reagent will be made up to a solution of 10%
strength in a mixing tank, and then transferred to the holding tank, from where the solution will be
pumped to the addition point. The frother reagent, MIBC, will not be diluted and will be pumped
directly from the bulk containers to the point of addition using metering pumps.
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Flocculent will be prepared in the standard manner as a dilute solution with 0.30% solution
strength. This will be further diluted in the thickener feed well. Lime, as quick-lime, will be
delivered in bulk and will be off-loaded pneumatically into a silo. The lime will then be prepared in
a lime slaking system as 20% concentration slurry. This lime slurry will be pumped to the points
of addition using a closed loop system and the valves will be regulated by pH monitors that will
control the amount of lime added.

To ensure spill containment, the reagent preparation and storage facility will be located within a
containment area designed to accommodate 110% of the content of the largest tank. In addition,
each reagent will be prepared in its own bounded area in order to limit spillage and facilitate its
return to its respective mixing tank. The storage tanks will be equipped with level indicators and
instrumentation to ensure that spills do not occur during normal operation. Appropriate
ventilation, fire and safety protection, and Material Safety Data Sheet (MSDS) stations will be
provided at the facility.

Each reagent line and addition point will be labelled in accordance with Workplace Hazardous
Materials Information Systems (WHMIS) standards. All operational personnel will receive

WHMIS training, along with additional training for the safe handling and use of the reagents.

Assay and Metallurgical

The assay laboratory will be equipped with the necessary analytical instruments to provide all
routine assays for the mine, the concentrator, and the environmental departments.

The metallurgical laboratory will be utilized to conduct testwork to monitor metallurgical
performance and improve process operations and efficiencies.

Air Supply

The following identifies the types of air supply systems and areas of use throughout the proposed

mine site:

e Low-pressure air provided by air blowers for flotation cells

e High-pressure air provided by dedicated air compressors for the filter press and concentrate
drying, and

e Instrument air from the plant air compressors will be dried and stored in a dedicated air
receiver.

Details with regards to air supply systems and requirements will be provided in the Application.

Power Supply and Distribution

Preliminary discussions with BC Hydro suggest that the power distribution system in the area
should be able to provide sufficient power for the mine’s approximate running load of 90 MW,
requiring only a few upgrades to increase power supply reliability.
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Two options for the 138 kV overhead power line are currently being considered: one from the
west with interconnection at the substation in Savona (SVA) located approximately 40 km from
the Project, and one from the east that will tap into the BC Hydro line 2L265 near Knutsford.

Any watercourse crossings associated with the new line are intended to be constructed in
accordance with the criteria for “minor works” as outlined in Section 5 of the Minor Works and
Waters (Navigable Waters Protection Act) Order so as to be exempt from approval under Section
5(3) of the NWPA.

The plant’s main substation will consist of 138 kV to 25 kV step-down power transformers with the
25 kV line being the plant’s main distribution voltage. This plant’s substation will consist of 25 kV
switchgear line-ups that will be used to distribute power to the various plant areas as required by
either overhead line or land based cable tray/conduit. The High Pressure Grinding Rolls and both
dual pinion ball mills will also be powered at 25 kV.

Each major plant area will require an electrical room where the 25 kV distribution voltage will be
stepped down to the process level distribution voltages of 4.16 kV and 600 V. There will be a
selection of 4.16 kV switchgear (breakers and starters) and 600 V motor control centres (MCCs)
throughout the facility. A critical process MCC in each electrical room (where critical loads are
identified) connected to a stand-alone generator system will transfer power from one source to
another via an automatic transfer switch.

Staff Accommodations

A construction camp is not anticipated as a result of the proximity of the Project to existing
accommodation infrastructure in the City of Kamloops. A feasibility study will be undertaken to
ensure that accommodations for all staff are available in Kamloops throughout the life of the
Project.

Once in operation, the projected personnel requirements are 385 persons, including 61 staff for
management and professional services, 302 operators and maintenance labour, and 22

personnel for laboratories, quality control, process optimization, and assaying.

Explosives Magazine

It is proposed that the primary explosive used during operation will be a combination of heavy
ANFO and emulsion. All required explosives would be obtained through an explosives supply
contractor and stored in areas close to the Ajax open pit. Bulk ammonium nitrate (AN) and bulk
emulsion would be delivered to site and stored in dedicated silos away from the explosives
magazine complex. An ANFO/emulsion truck, operated by the explosives supply contractor
would be used to deliver bulk explosives to the blasting locations. No explosives will be
manufactured on-site.
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The secured facilities would include AN silos, an emulsion silo, a blasting accessories magazine,
and a blasting detonators magazine, which would be designed and operated in compliance with
applicable legislation and regulations.

Water Management

A water management plan will be developed to control all surface water within the mine area.
Goals of the plan include preservation of water quantity and quality downstream of the Project,
optimization of water use, maximization of water re-use, minimizing mixing of clean and mine-
contact water, managing seepage, utilizing water diversion, and eliminating uncontrolled
releases.

Key aspects of water management include the following:

e Ajax pit water and runoff from the waste rock management facilities will be transferred to the
site process water ponds during pre-production and throughout the mine life

e The site is in a water deficit. This deficit can be made up through fresh water supply from
Kamloops Lake via an upgraded system, and

o All affected site water will be captured in the site process water ponds or seepage collection
ponds for containment. All unaffected water will be diverted around the site except as
required to make up the water balance deficit.

Tailings bleed water and runoff from external slopes of the TSF will be diverted through ditches to
the Process Water Pond that will be established in Inks Lake. Water from this pond will be

pumped to the TTP or to the processing facility as needed.

Solid and Waste Water Management

Solid waste management

The standard approach of segregating waste streams for recycling or disposal will be adopted on
site. Recyclable materials will be collected on site and shipped to Kamloops for recycling. Other
waste materials that are anticipated to be generated onsite include lubricants, waste oils, spent
reagents, spent hydrocarbons, and combustibles. These items will be transported to an approved
off-site waste receiver for disposal.

Waste water management

The sewage treatment plant will be a pre-packaged Rotating Biological Contactor (RBC) system.
The plant will be manufactured off site and containerized for simple connection to the collection
system on-site. Once treated, the sewage treatment plant effluent will be discharged in
accordance with applicable legislation and regulations.

Communications

An optical fibre backbone will be incorporated throughout the plant in order to provide a path for
the data requirements for voice, data, and control system communications. A fibre backbone for
a site Ethernet-type system will also be developed to provide data and voice bandwidth.
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Fuel Storage

Diesel fuel requirements for the mining equipment and haul trucks will be supplied from above-
ground diesel fuel storage tanks located near the truck shop. Diesel storage will consist of
above-ground tanks and a containment pad, complete with loading and dispensing equipment
conforming to applicable regulations. The diesel fuel storage tank will have a capacity sufficient
for approximately three days of Project operations. A dedicated service truck will transport diesel
fuel to the mining equipment as required.

Buildings and Structures

It is anticipated that the following buildings and structures will be required for the Project, and will
be included as part of the processing plant complex:
Concentrator building

e  Stockpile

e Primary crushing building

e Concentrate load-out building

e Secondary crushing building

e Administration building

e Maintenance/truck shop

e Assay and metallurgical laboratory

e Cold warehouse, and

e Temporary construction facilities.

MINERAL PROCESSING

Primary Crusher Systems

The primary crushing and process plant will be designed to operate on the basis of two 12-hour
shifts per day, 365 days per year. The primary crusher overall availability will be 70% and the
grinding and flotation circuit availability will have a running time of 92%. This will allow for a
potential increase in crushing rate, and will allow sufficient downtime for scheduled and
unscheduled maintenance of the crushing and process plant equipment.

A conventional gyratory crusher facility will be designed to crush ROM ore or waste up to a
processing rate of 10,000 t/h, to reduce the size of the material in preparation for the grinding
process and waste stacking (Figure 5.4). The proposed equipment and facilities in the crusher
area include the following:

e Dump pocket

e Stationary grizzly

e Hydraulic rock breaker

e Gyratory crushers — 1,525 mm x 2,794 mm (60" x 110")

e Apron feeders

e Crushed ore stockpile, 60,000 t capacity
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e Reclaim apron feeders

e Conveyor belts, metal detectors, self-cleaning magnets, and belt tear detectors
e Belt scale, and

e Dust collection system.

The ROM ore will be transported in the open pit to the in-pit primary crusher using 240-tonne haul
trucks. There the ore will be reduced to 80% minus 150 mm using a gyratory crusher, and a rock
breaker will be used to break oversize rocks. The crusher product will be discharged into a dump
pocket, and then onto a conveyance system, which transports the ore to the coarse ore stockpile.

The coarse ore stockpile will be designed to have a live capacity of 60,000 t and ore will be
reclaimed from this stockpile by apron feeders at a nominal rate of 2,717 tonnes per hour (t/h).
The apron feeders will transport the crushed ore to a 960 mm wide conveyor belt (equipped with
a belt scale) that leads to the Secondary Crushing and High Pressure Grinding Roll (HPGR)
system.

The crushing facilities and crushed ore stockpile will be equipped with a dust collection system to
control fugitive dust that may be generated during conveyor loading and transportation of the ore.

Grinding and Classification

The grinding circuit will consist of a HPGR/ball mill combination circuit as a two-stage operation
with the HGPR in closed circuit with vibrating screens, and the two ball mills in closed circuit with
the classifying cyclones. The HPGR will be conducted as a dry process at a nominal rate of
2,717 t/h of material. The grinding circuit will include the following equipment and facilities:

e Conveyor feed belt

e Conveyor belt weigh scale

o Two 750 KW secondary cone crushers

o Two intermediate secondary crusher screens

e Two HPGR mills — 2.4 m diameter x 1.7 m long

e Two ball mills — 7.62 m diameter x 12.5 m long

o Ball mill feed distributor box

e Two ball mill discharge pumpboxes

o Two sets of cyclone feed slurry pumps

e Two cyclone clusters

e Mass flow meter

e Particle size analyzer, and

e Sampler system.

Ore from the crushed ore stockpile will be reclaimed under controlled feed rate conditions using
apron feeders and will be discharged onto the conveyor belt feeding double deck screens, with
the oversize material feeding the two secondary cone crushers, and the undersize material
feeding the HPGR surge bin. The crushed material will be returned as feed to a second set of
double deck screens. The HPGR units will be fed from the surge bin using belt feeders. The
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HPGR product will be screened with oversize material returned to the HPGR feed surge bin.
Screen undersize material will be fed to the Ball Mill cyclone feed pumpboxes.

Each ball mill will be operated independently in a closed-circuit with a cyclone cluster, with the
product from each ball mill being discharged into its separate cyclone feed pumpbox to become
the cyclone feed. The slurry in each mill discharge pumpbox will be pumped to a cyclone cluster
for classification. The cut size for the cyclones will be a P80 of 150 um, and the circulating load
to the individual ball mill circuits will be 300% with the cyclone underflow returning to the ball mill
as feed material.

The new feed to each ball mill circuit will be 1,359 t/h and the combined total of the two mills
(2,717 t/n) will constitute the feed rate to the copper flotation circuit. The ball mills will operate at
a critical speed of 75%. Dilution water will be added to the grinding circuit as required.

The cyclone overflow from both classification circuits will be discharged into the copper flotation
conditioning tank ahead of the flotation process where the pulp density of the cyclone overflow
slurry will be approximately 33% solids.

Provision will be made for the addition of lime to the ball mills for adjustment of the pH of the
slurry in the grinding circuit prior to the flotation process. Grinding media will be added to the
mills in order to maintain the grinding efficiency. Steel balls will be periodically added to each mill
using a ball charging kibble.

Flotation Circuit

The milled ore will be subjected to flotation to recover the targeted minerals into a high-grade
copper concentrate containing gold. The copper flotation circuit will include the following
equipment (Figure 5.4):

e Conditioning tank — 7.7 m diameter x 8.3 m

¢ Flotation reagent addition facilities

e Rougher flotation tank cells — 6 x 300 m?® each

e Scavenger flotation tank cells — 6 x 300 m® each

¢ Regrind ball mill — 5,030 mm diameter x 6,400 mm long

o Two classification cyclone clusters (one for each regrind stage)

« First cleaner flotation tank cells — 5 x 50 m® each

e First cleaner scavenger flotation tank cells — 4 x 50 m® each

¢ Regrind tower mill — 13.46 m high x 4.09 m long x 4.52 m wide

e Second cleaner flotation tank cells — 5 x 10 m® each

e Third cleaner flotation tank cells — 4 x 10 m® each

e Pumpboxes and standpipes

e Slurry and concentrate pumps

e Two particle-size analyzers (one for each regrind stage), and

e Sampling system.

18 of 56 VA101-246/8-1
Rev 2
May 17, 2011



Knight Piésold

CONSULTING

The cyclone overflow from the grinding circuit will be combined to feed the flotation circuit
conditioning tank by gravity flow from the cyclone clusters. The slurry will be conditioned in the
copper conditioning tank at the design feed rate of 2,718 t/h. The first cleaner scavenger tailings
will be directed to the conditioning tank for reprocessing. Flotation reagents including the
collector, PAX, the frother (MIBC) and lime, will be added to the conditioning tank as defined
through testing. Provision will be made for the staged addition of the reagents in the cleaner
stage of the flotation circuit.

The conditioned slurry will overflow from the conditioning tank into the rougher flotation tank cells.
Rougher and scavenger concentrates will be processed and discharged into the first regrind ball
mill circuit cyclone feed pumpbox from where it will be pumped to the regrind classification
cyclone. The scavenger tailings will be sampled automatically prior to discharge into the final
tailings pumpbox. This stream will constitute the final tailings leaving the plant.

To completely liberate the fine-sized grains of the copper minerals from the gangue constituents
and to enhance upgrading of the copper concentrate, stage regrinding and cleaning will be
incorporated in the cleaner flotation circuit. The rougher regrind circuit cyclone will separate the
finely ground flotation concentrate into a cyclone overflow product according to the design particle
size P80 of 60 um. The coarser cyclone underflow will be the feed for the rougher regrind mill
(ball mill). The ball mill will discharge into the cyclone feed pumpbox together with the rougher
and scavenger flotation concentrates and the first cleaner scavenger tailings, constituting the feed
for classification by the cyclone.

The cyclone overflow from the rougher/scavenger regrind circuit will combine with the second
cleaner tailings as feed to the first cleaner stage. The first cleaner concentrate will report to the
cleaner regrind cyclone feed pumpbox where it will join the regrind mill discharge for pumping to
the cleaner regrind cyclone for sizing. The cleaner regrind mill will be a tower mill. The cyclone
overflow product will have a design particle size P80 of 20 um. The concentrate from the first
cleaner stage will feed the second cleaner flotation stage with the second cleaner concentrate
reporting to the third cleaner flotation stage. The concentrate from the third cleaner flotation
stage will be the final copper concentrate and will feed directly to the copper concentrate
thickener. The tailings from the third cleaner stage will be returned to join the feed to the second
cleaner stage. Tailings from the second cleaner flotation stage will be recycled back to the first
cleaner flotation stage. Tailings from the first cleaner scavenger flotation stage will report to the
conditioning tank. Operationally, there will be the option of directing the first cleaner scavenger
tailings to the final tailings pumpbox. Conventional tank flotation cells will be used for the entire
copper flotation circuit.

Provision will be made for the use of copper concentrate thickener overflow water to be re-used in
the grinding circuit as dilution water providing this does not have a deleterious effect on the
flotation of the copper and gold minerals.
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Concentrate Thickening

The cleaner flotation concentrate will be thickened, filtered, and stored prior to shipment to the
smelter. The concentrate handling circuit will be comprised of the following equipment:

e Concentrate thickener

e Concentrate thickener overflow standpipe

e Concentrate slurry pumps

e Process water tank and pump

¢ Concentrate stock tank

e Concentrate filter press, and

e Concentrate storage and dispatch facility.

The concentrate will be pumped from the final cleaner flotation stage to the concentrate thickener.
Flocculant will be added to the thickener feed to aid the settling process. The thickened
concentrate will be pumped to the concentrate stock tank using thickener underflow slurry pumps.
The underflow density will be 60% solids. The concentrate stock tank will be an agitated tank that
will serve as the feed tank for the concentrate filter. The concentrate filter will be a filter press
unit. Since filtration with a filter press unit will be a batch process, the concentrate stock tank will
also act as a surge tank for the filtration operation. The filter press will dewater the concentrate to
produce a final concentrate with a moisture content of about 8%. The filtrate will be returned to
the concentrate thickener. The filter press solids will be discharged to the concentrate stockpile.
The dewatered concentrate will be stored in a designated storage facility. The concentrate will
periodically be loaded into trucks for dispatch off the property.

The thickener overflow solution from the concentrate thickener will be collected in the process
water tank for recycling within the grinding circuit. Excess overflow solution will be discharged to

the process water pond.

Tailings Management

The tailings delivery and reclaim systems have been routed to suit the arrangement of the major
components of the tailings facility. The tailings delivery system is as follows:

o Atailings pipeline will transport slurry tailings from the mill to the TTP

e Slurry will be thickened into a paste and deposited in the TSF, and

¢ Aland based pump station and pipeline will re-circulate the process water back to the mill.

The tailings delivery and reclaim systems will consist of the following:
o A mill tailings pipeline

e A thickener overflow pipeline

o A thickened tailings plant

¢ A sedimentation pond

e Thickened tailings emergency pond, and

o A water management plan.
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The principal design objectives for the TSF will be to ensure protection of the regional
groundwater and surface waters during operations and post closure, and to achieve effective
reclamation at mine closure.

Design objectives for the TSF are as follows:

e Utilize the available area to construct the TSF

¢ Minimize the area required for the TSF

e Utilize locally available fill materials for construction

o Allow for ease of construction

o Allow for ease of operation

e Allow for relatively simple water control

e Prevent water ponding on the facility, which is considered to be the primary risk factor for any
tailings storage facility, and

e Provide a long term, stable dry stack of tailings that can be covered at closure to prevent
water ponding, provide dust control, and allow for vegetative cover.

Final plant tailings will be thickened and directed into the TSF, located in a relatively flat area of
the site. The TSF will be a single impoundment with raised embankments to create a zero
discharge facility, with process water reclaim and pump-back capture of any seepage. Detailed
geotechnical and groundwater investigations will be completed to identify appropriate seepage
control measures.

A thickened tailings plant will be constructed adjacent to the TSF. Slurry tailings will be pumped
from the mill to the thickener. Overflow from the thickener will be directed to the process water
tank and the thickened tailings will be pumped to the TSF for surface discharge. Tailings will be
thickened to produce a non-segregating material that will be capable of flowing from the
discharge pipe down a 2% to 3% gradient while maintaining its consistency. Dearth bleed water
is anticipated during deposition; this water will be collected in the TSF Runoff Pond. The slope
angle was selected to minimize erosion from runoff, while preventing ponding on the facility. In
an emergency situation when the thickener has to be emptied, a recirculation pump will pump the
thickener content into the Thickened Tailings Emergency Pond located on the site of an alkali
pond north of the TSF.

The tailings storage facility will be constructed in an upstream manner, with thickened tailings
discharged from the west side of the facility to form a slope towards the east of the facility.
Tailings will be placed in thin, uniform lifts (0.5 m — 1.0 m) which will be allowed to partially
desiccate prior to placement of subsequent lifts.

Waste rock from the Ajax open pit will be used to construct an initial pipeline berm to facilitate
tailings discharge and to contain the thickened tailings on the east side of the TSF. The TSF
embankments will be constructed in stages throughout the life of the mine with the start-up
impoundments providing storage for the first year of mine production. The final embankment
configuration will be raised to an elevation that provides sufficient capacity to store the thickened
tailings and associated site water.
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The outer shell of waste rock will be constructed partly on the tailings beach and partly on the
previous waste rock berm. The waste rock berm is designed to serve the following purposes:

e Pipeline support berm

e Pipeline and spigot access

e Tailings containment

o Allows for steepening the tailings stack (minimize height of pile and surface area disturbance)
o Allows for easy access of construction equipment to raise the berm and pipeline

o Allows for drainage of the tailings pile and seepage control

e Provides outer slope stability

e Provides downstream erosion protection

e Provides dust control

o Allows for staged construction, and

e Allows for progressive closure.

The maximum elevation of tailings is 995 masl along the west side of the facility. The TSF will
have an area of 283 ha after five years of operation, and a maximum footprint of 376 ha at the

end of mine life.

5.5 WASTE ROCK MANAGEMENT FACILITIES

Currently, it is proposed that potentially reactive waste rock and non-reactive waste rock would be stored
in two waste rock management facilities located to the north and east of the pit. These waste rock
management facilities are identified on Figure 5.6. The east waste rock management facility will have an
area of 260 ha, and the north waste rock management facility will have an area of 403 ha. The waste
rock handling arrangement includes gyratory crushers, belt conveyors, and stacking systems. It is
assumed that semi mobile systems will be used to reduce the waste size to 80% <101.6 cm, before
feeding the conveyors. The crushers used for the 10,000 t/h system will be 152.4 cm x 279.4 cm, and the
conveyors are assumed to have a width of 152.4 cm. The stacking system includes extendable conveyor
equipment with caterpillar crawlers, tripper and a spreader.

The waste rock crushing system will significantly reduce the carbon footprint of the mine site due to
reduced diesel consumption. The use of conveyance systems on the waste piles will also reduce noise

and dust contamination.

5.6 ACCESS ROADS

The Ajax Project is currently accessed via the old Afton mine haul road. The old haul road crosses the
Lac Le Jeune Highway approximately 8.3 km south of the intersection of the Lac Le Jeune Highway and
Copperhead Drive off Highway 1, west of Kamloops. A new access road will be built from the mill area to
Lac Le Jeune Road, from whence commercial traffic will travel on to Highway 1 to the north (see
Figure 5.1

A gated maintenance track will be constructed adjacent to the proposed water line and the west power
line option between La Le Jeune Highway and the Coquihalla Highway. The water line and power line
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will continue west of the Coquihalla Highway alongside existing mine roads to the proposed booster pump
station 2.

Site roads will be built to access the mine facilities. The site road to access the explosives storage area
will cross Peterson Creek downstream from Jacko Lake. Peterson Creek adjacent to the proposed Ajax
pit and east waste rock management facility is a narrow (approximately 2 m wide), dredged channel with
flows controlled at the outlet of Jacko Lake for irrigation downstream. The alignment for the haul road
and site roads will be determined during the detailed design phase. Any additional perennial watercourse
crossings will be identified during this phase.

5.7 CONCENTRATE TRANSPORT

At the mine site, concentrate will be transferred from the concentrate load-out building onto appropriately
sized tractor-trailers. Before leaving the site, each transport trailer would be weighed to ensure
compliance with private and public road requirements. The concentrate will be transported to the Port of
Vancouver before it is loaded onto ships for its final destination in Asia.

Concentrate will be transported by truck from site along the Lac Le Jeune Highway to the Coquihalla
Highway (Highway 5) to Hope, then along the Trans-Canada Highway (Highway 1) to the Port of
Vancouver. No modifications to Port of Vancouver infrastructure will be required to ship Project
concentrate from the port.

Wet concentrate production in the peak production years will be 556 t/d, and highway trucks have a
capacity of 40 t. Therefore, it is anticipated that at peak production, fourteen 40 t highway trucks per day
would haul wet concentrate to the Port of Vancouver. Transport activities will require applicable permits
from the Ministry of Transportation and Infrastructure.

5.8 ALTERNATIVES ASSESSMENT

KAM is currently completing alternatives assessments of proposed infrastructure and processes (e.g.,
tailings storage facilities, access roads, concentrate transport, etc.). All technological refinements of the
design have been internally tested for technical, economic, social and execution risks. It is anticipated
that a matrix rating system will be applied to each option, providing a transparent and reproducible
alternatives assessment process and decision.

The following provides some examples of alternatives assessment considerations of the major Project
facilities:

The mined materials from the Ajax pit will be delivered utilizing combined in-pit and out-pit gyratory
primary crusher and conveyor systems. This option was the best alternative when cost and
environmental considerations were evaluated. Use of the conveyor from inside the pit will reduce the
haulage distance and cost, and also reduces the total carbon emissions and dust and noise emissions.
Water management was considered a priority for siting the tailings storage facility and the waste rock
management facilities in order to minimize the risk of environmental impacts.
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The road alignment considered cost and the shortest distance from the mine site to the highway, once
other project infrastructure was situated.

The proposed TSF represents the best location with respect to proximity to the pit and processing plant,
cost, and risk. Consideration was given to using the historic Afton Mine TSF 10 km northwest of the Ajax
project, but this alternative was not selected because of cost and risk of pumping the tailings over a
greater distance. Additionally the historic facility would require significant expansion in order to
accommodate the Project’s tailings storage requirements.

The location of the waste rock management facilities was a function of topography and proximity to the
pit. Alternative sites considered included the vicinity south of the pit, however, this alternative was
considered to be less preferable because of greater terrain roughness, which would require more site
preparation and cost. In addition, the southern option would transport waste rock across Peterson Creek,
increasing cost and environmental risk.

Transport of the concentrate to Vancouver by rail was considered as an alternative to trucking the
concentrate directly to the Port of Vancouver. This option would have included trucking the concentrate
from the mine site via existing Afton Mine haul road to the Coquihalla Highway, and from here to the
Trans Canada Highway (Highway 1) west to Cache Creek. From Cache Creek the trucks would turn
south along the Okanagan Connector (Highway 97C) to the town of Ashcroft. The concentrate would
then be loaded onto rail cars and transported by rail down the Fraser Canyon to the Port of Vancouver,
where it would then be loaded onto ships. This option would require more materials handling than
trucking the concentrate directly to the Port of Vancouver from Kamloops via the Lac Le Jeune Highway
and Coquihalla Highway (Highway 5) south to Hope and then along the Trans-Canada Highway to
Vancouver.

Several alternatives for the water intake system on Kamloops Lake to supply process and potable water
to the site were considered, including:

e Using the existing water intake system

o Upgrading the existing water intake system

e Constructing a new water intake system

e Using a floating barge system

e Upgrading existing pump station and installing new pumps, and

e Constructing a new pump station.

The option of constructing a new pumphouse adjacent to the existing pumphouse on the shore of
Kamloops Lake above the normal high water mark and installing new pumps in each pumphouse was the
preferred alternative. No work within the lake will be required, reducing the potential impacts on fish and
fish habitat, although some riparian vegetation may need to be cleared during construction of the new
pumphouse. This configuration also minimizes the visual impact that a barge would have, and is not
expected to impact any navigable waters.
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CLOSURE AND RECLAMATION

It is estimated that mine closure will proceed over a period of two years and the reclamation and
monitoring phase will follow for an additional three years.

5.9.1

5.9.2

5.9.3

594

Closure of Tailings Storage Facility

General considerations that are likely to be incorporated in the closure plan for the TSF include

the following:

e Removal and restoration of disturbed areas including structure footprints, access roads,
conveyance structures, pipelines, etc.

e Stabilization, shaping, contouring, and re-vegetation of disturbed surfaces, and

¢ Monitoring activities to confirm the design assumptions adopted for closure.

Waste Rock Management Facilities Closure

The current plan regarding the waste rock management facilities will be to leave the waste rock in
place and construct an engineered cover complete with growth medium and vegetation. In order
to accomplish this, suitable growth medium will be identified, salvaged, and stored during
construction and operation for use during reclamation and closure.

Ajax Pit

Once mining has ceased, site drainage will be altered to allow each open pit to be filled with
water. Water quality in the open pit will be modelled prior to filling to approximate effluent water
quality once the pit has filled and overflows into the receiving environment. As the pit fills up,
water quality sampling will be conducted to verify the accuracy of the model and define water
treatment requirements to meet established discharge criteria. Passive and active treatment
strategies will both be considered as a potential treatment option, if required. As a safety
measure, an earthen berm will be constructed around the open pit to prevent accidental entry into
the flooded area.

Processing Plant

All of the buildings and structures identified in the mine description above will be dismantled
and/or demolished and then removed from the mine site. Salvageable material will be re-used,
recycled, or transformed into other useful forms.

All materials removed from the site will be disposed of in accordance with applicable legislation
and regulations. Any contaminated material (e.g., petroleum hydrocarbons or heavy metals) will
also be stored, handled, and disposed of in accordance with applicable legislation and
regulations. Once the buildings and structures have been removed, the areas will be shaped,
covered with growth medium, and vegetated with appropriate plant species.
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5.9.5 Access Road

At this stage in the Project, it is not clear whether access to the area will be required following
closure, but in the event it is no longer required, closure will include the following:

¢ Reclamation of access roads

¢ Removal of bridges, culverts, and other watercourse crossing structures

e Restoration of affected stream banks and riparian areas, and

e Re-vegetation of affected areas with appropriate plant species.
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SECTION 6.0 - PROJECT SETTING

6.1 EXISTING CONDITIONS

Mining and ranching have historically dominated the land use regime in the area, and have shaped the
existing conditions of the landscape. The Project is located on the footprint of the previous, now
deactivated and decommissioned, Ajax open pit mine. The site is characterized by anthropogenic
disturbance including the old open pits (Photos 5 and 6), access and haul roads, reclaimed waste rock
piles (Photo 7), and other mining infrastructure. Ten kilometres west, on the opposite side of the
Coquihalla Highway, is the Afton mine site, currently being operated by New Gold Inc. The Afton site is
characterized by two open pits, as well as other mine infrastructure including access roads, sewage
lagoons, retention ponds, smelter site near Highway 1, TSF, and reclaimed waste rock management
facilities. The TSF used by both historical mine sites is located approximately 1.1 km southwest of the
Afton pit. Several structures remain in place at the Afton site, including the smelter foundation and
adjacent facilities. As described in detail in Section 6.3 below, much of the area is vegetated by rolling
grassland and shrubs, with coniferous forests growing at higher elevations.

6.2 GEOLOGY AND MINERALIZATION

6.2.1 Geology

The following sections describe the regional and local geology in the Project area focusing on
mining aspects. The regional and local geological information presented below was obtained
from the PEA developed for the Project by Wardrop Engineering in 2009.

6.2.1.1 Regional Geology

Figure 6.1 illustrates the regional geology in the Project area, dominated by the
approximately 5 km wide and 20 km long Upper Triassic Iron Mask batholith, which
trends northwest through the region. The Iron Mask batholith intruded a sequence of
Nicola Group flows and volcaniclastic rocks of mafic and intermediate composition. Near
the contact with the Iron Mask batholith, the Nicola Group rocks are commonly basalt to
andesite flows and flow breccias. Stratigraphically above the Nicola Group is a series of
serpentinized picrite basalts, which are present within the batholith and are apparently
localized along major structural corridors.

Multiple phases are recognized in the Iron Mask Batholith. The Pothook diorite is the
oldest phase and consists of a medium to coarse-grained biotite pyroxene diorite. A
hybrid unit is recognized where Nicola Group rocks have been incorporated into the
Pothook. The Hybrid phase consists of up to 80% Nicola Group fragments within
Pothook intrusive breccia.

The Cherry Creek phase dominates the north and east margins of the batholith and forms
a pluton northwest of the batholith. The Cherry Creek postdates the Pothook and
consists of a monzonite to monzodiorite. Ubiquitous K-feldspar generally gives the
Cherry Creek a pinkish colour.
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6.2.1.2

The Sugarloaf phase dominates the western margin of the batholith and also postdates
the Pothook phase. The age relationship with Cherry Creek is uncertain. The Sugarloaf
phase is commonly a fine-grained porphyritic hornblende diorite. Albite alteration is
common near zones of mineralization. The Kamloops Group contains the youngest
rocks in the region and consists dominantly of tuffaceous sandstone, siltstone, and shale
with minor flows and agglomerates of basaltic and andesitic composition.

Copper-gold mineralization associated with the Iron Mask batholith is classified as
alkaline porphyry copper-gold deposits and is associated with the Cherry Creek and
Sugarloaf phases. Mineralization is generally localized along major fault zones and
associated with albite and K-feldspar alteration.

Local Geology

As many as 11 rock types have been recognized in the Project area, but these can
generally be combined into three main rock types: Iron Mask Hybrid, Sugarloaf Diorite,
and Nicola Volcanics, which are illustrated on Figures 6.1 for the Project area and 6.2 for
the Ajax Pit.

Outcrops are generally abundant in the Project area. The contact between the Sugarloaf
Diorite and the Iron Mask strikes southeasterly through the West Ajax area and changes
to a northeasterly strike through the East Ajax area. The Sugarloaf-lIron Mask contact is
truncated by a southeasterly striking fault at the north end of the East Project area. The
contact between the Sugarloaf Diorite and Nicola Group generally strikes southeasterly
through the Project area.

Sugarloaf Diorite is characteristically a fine to coarse-grained, light to medium gray
porphyritic diorite containing euhedral hornblende phenocrysts. Unaltered Sugarloaf may
contain up to 5% fine-grained magnetite. Locally, the Sugarloaf Diorite has assimilated
rocks of the Nicola Group and is referred to as the Sugarloaf Hybrid. Albite and K-
feldspar alteration is present in varying degrees. Strong albite alteration has commonly
destroyed original textures locally. Sulphide mineralization is associated with albite
alteration and consists predominantly of chalcopyrite and pyrite.  Molybdenite,
tetrahedrite, and bornite have been observed.

The Iron Mask Hybrid is considered to be an assimilation of the Nicola Group into the
intruding Pothook Diorite. The Iron Mask is coarse-grained and dioritic to gabbroic in
composition. Weak propylitic alteration is common with K-feldspar and albite alteration
occurring locally. The Iron Mask Hybrid may contain up to 10% magnetite and locally
chalcopyrite and pyrite are present. The Nicola Group consists of picrite and various
fine-grained and pyroxene porphyritic mafic volcanic rocks. A variety of steeply dipping,
unmineralized dykes up to 5 m wide intrude the main rock types. Dykes are composed of
aplite, monzonite, latite, and fine-grained mafic rocks.
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6.2.2 Mineralization

The Iron Mask Batholith is host to more than 20 known mineral deposits and occurrences and
mineralization is commonly copper-gold. Chalcopyrite is the dominant sulphide mineral. The
presence of accessory sulphide minerals is highly variable and can include tetrahedrite and
molybdenite. Secondary copper oxides (bornite and chalcocite) and native copper have been
observed locally. Mineralization is associated with regional fault zones that trend easterly or
southeasterly through the area (Wardrop, 2009).

The mineralization in the Project area is associated with structural corridors of highly fractured
sections of Sugarloaf and Sugarloaf Hybrid phases of the Iron Mask Batholith. Chalcopyrite is the
dominant copper mineral and occurs as veins, veinlets, fracture fillings, disseminations, and
isolated blebs in the host rock. Concentrations of chalcopyrite rarely exceed 5%. Accessory
sulphide minerals include pyrite, magnetite, and molybdenite (Wardrop, 2009).

High-grade copper mineralization (>1.0% Cu) is confined to chalcopyrite vein systems. Copper
grades decrease away from the chalcopyrite veins. High-grade mineralization can extend several
metres from the vein structure. Low-grade copper mineralization (0.10% to 0.50% Cu) is
generally associated with the Sugarloaf-lron Mask contact. Mineralization extends to depths
exceeding 400 m and has a strike length exceeding 2,000 m (Wardrop, 2009).

It is common for gold concentrations to be directly correlated with copper concentrations. Gold
mineralization increases slightly in areas where strong albite alteration occurs. The albite
alteration is in part controlled by fault and vein structures. Minor palladium mineralization is
associated with copper near the contacts of the Iron Mask Hybrid and Sugarloaf units (Wardrop,
2009).

6.3 TERRAIN

The Project area consists of rolling grasslands surrounded by local relief that ranges from 800 to
1100 masl and forested areas at higher elevations. Sugarloaf Hill is the prominent landform in the area
and has an elevation of 1130 masl. Extensive glacial action has created topography of low rolling hills
with local deep accumulations of glacial till on the southeast flanks of larger rock outcroppings and
drumlins.

The low annual precipitation level is reflected in the flora of the area. Bunchgrass, sagebrush, and cacti
are abundant on the lower grassy slopes being joined by stands of ponderosa pine at higher elevations.
Water is abundant in the spring in numerous small saline ponds and sloughs. However, year-round fresh
water within the Peterson Creek drainage is restricted to Jacko Lake and Edith Lake, and these sources
are heavily committed to irrigation use.

Drainage is somewhat disrupted resulting in numerous shallow ponds. Some of these are ephemeral and
are bordered with precipitate encrustations. Several ponds have been raised with dams. The three
principal watercourses run northeast; however, most of their courses are made up of north or east flowing
sections following the minor lineation pattern. The most recent glaciation pushed southeast parallel to the
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Kamloops Lake valley. Hilliops were largely denuded of soil while valleys were infilled with debris,
thereby accentuating the northwest grain of the land terraces in the northeast section of the property.

6.4 CLIMATE

The climate of the Project area is semi-arid and continental, with low total precipitation and high
evaporation compared to the rest of BC. Lying within the rain shadow of the Coast Mountains, the area
has a semi-arid steppe climate characterized by generally cool, dry winters and hot, dry summers, with
low humidity (Canadian Climate Normals, 2003). Convective storm cell events are frequent in the
summer months creating occasional dry lightning conditions, which can ignite forest fires. The area
receives an average of 279 mm of precipitation annually.

Summers are hot and dry. In July, the average high is 28.3 degree Celsius (°C), with a record high of
40.6°C. Humidity is generally low (<20%). Precipitation is generally greatest in June and July, with
averages of 35.2 mm and 29.5 mm respectively.

Winters are generally mild and short, with periodic cold snaps where temperatures can drop significantly
below average for several weeks. The winter mean temperature is -4.2°C, with an average low of -7.6°C
in January, and a record low of -37.2°C. Precipitation is lowest in February (14.4 mm), March (11.7 mm),
and October (16.2 mm). Snowfall typically occurs from November to March.

6.4.1 Ajax Site Meteorology

Hydrometeorological values for the Project area were estimated on the basis of short-term site-
specific data and long-term regional information. Meteorological data have been collected in the
Project area from November 2006 and includes records of temperature, relative humidity,
precipitation, and wind speed and direction. Active and inactive regional climate stations are
located throughout the area, with several stations having two decades or more of climate data.
Data presented here are collected by the Ministry of Environment (MOE) and British Columbia
Forestry Service (BCFS) climate stations. Long-term regional climate data most suitable for
comparison to Project area data are available from Afton (BCFS), Leighton Lake (BCFS), and
Kamloops (MOE), which are all located within 30 kilometres of the Project area.

Below is a summary of a preliminary study on hydrometeorological site characteristics.

e The long-term average annual temperature is estimated to be 7.9°C

o Relative humidity varies throughout the year, but it is typically highest in mid-winter and
lowest in mid-summer

e Approximately 25% of precipitation at the Project Area is expected to fall as snow

e Approximately 75% of precipitation at the Project Area is expected to fall as rain

e Wind direction and magnitude vary throughout the year

o Runoff in the Project area results from rainfall and snowmelt, producing a unimodal annual
hydrograph with a relatively large but brief surge of flows during the spring freshet period

o Unit runoff values are very low relative to most other areas in BC

¢ Flows exhibit extreme seasonal variability, and
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e Most project area creeks likely have zero flow conditions for extended periods during the
coldest winter months.

6.5 HYDROLOGY

The Project is located within the Peterson Creek and Cherry Creek watersheds (Figure 6.3). Peterson
Creek drains into the South Thompson River near its confluence with the North Thompson River, to the
east of Kamloops Lake. Cherry Creek is a relatively large perennial drainage within the Thompson River
watershed, flowing northwest from Greenstone Mountain to Kamloops Lake. It drains an area of
56,000 km?, carrying runoff from the Columbia and Monashee mountains. At Kamloops, the South
Thompson River and the North Thompson River converge to form the Thompson River, the largest
tributary of the Fraser River. From its confluence at the North and South Thompson Rivers, the
Thompson River flows approximately 15 km to the west where it enters Kamloops Lake, a locally
enlarged reach of the river. The lake has a catchment area of 29,050 km? and a surface area of 148 km*
Kamloops Lake is approximately 30 km long, and ends at the town of Savona. From Kamloops Lake the
Thompson River continues to flow west and then southwest to its confluence with the Fraser River near
Lytton.

Small, mostly alkaline lakes are relatively common in the Peterson Creek watershed. Jacko Lake, within
the Peterson Creek watershed and located adjacent to the proposed pit, is the largest water body in the
Project area.

Regional stream flow data were analyzed from Water Survey of Canada survey stations to the start of
October 2008 (Knight Piésold 2009). Stream flow data for the Project area has been collected from April
2008 to present at five stream gauging locations installed by Knight Piésold as shown on Figure 6.4. The
stations were installed to monitor continual water level at 15 minute intervals.

6.6 HYDROGEOLOGY

A groundwater investigation commenced at the Afton Mine property in 2007 by Knight Piésold. The
investigation included 1) a preliminary review of historical groundwater data, 2) installation of groundwater
monitoring wells, 3) hydraulic testing of monitoring wells, and 4) quarterly groundwater sampling.
Collected data are being used to characterize the existing baseline groundwater regime to support the
definition of potential impacts, mitigation measures, monitoring and contingency measures as mine
planning proceeds. The baseline characterization of the groundwater regime will include:

e Characterization of the regional and Project area geology

o Examination of seasonal fluctuations and spatial variation of groundwater levels and water quality

e Description of the methodology, analysis and results of hydraulic testing

o Estimate of the rate and direction of groundwater flow, and

e Expected interaction of groundwater with surface water.
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6.7 WATER QUALITY

Discharge from the Project has the potential to affect downstream water quality. Potential effects will be
determined in advance of the Application for the construction, operation, and decommissioning phases of
the Project.

6.7.1  Water Quality in Receiving Water Bodies

All Project infrastructure and Project related activities will occur in the Peterson Creek and Cherry Creek
watersheds. The major receiving water bodies in these watersheds will be Peterson Creek, Jacko Lake,
Inks Lake, and Cherry Creek. It is intended that the Project will maintain sufficient water quality and
quantity in each of these water bodies.

6.7.1.1 Peterson Creek

Peterson Creek is a large drainage system within the South Thompson River watershed
flowing north from Chuwhels Mountain to Jacko Lake, east through Knutsford, BC, then
north again through the City of Kamloops to its confluence with the South Thompson
River (Photos 8, 9, and 10). Peterson Creek has a mainstem length of 40 km and a
watershed area of approximately 82 km? (Summit, 2006). It has been used for drinking
water, irrigation, and as a drainage channel since European settlers colonized the
Kamloops area. The maijority of Peterson Creek in downtown Kamloops is contained in
culverts and channelled in concrete waterways from Columbia Street to the South
Thompson River (City of Kamloops, 2007). The average gradient of Peterson Creek is
3.2%. The major tributaries of Peterson Creek include Davidson Brook, Humphrey
Creek, and Jacko Creek. Flows in Peterson Creek are regulated for irrigation purposes
by a weir located at the outlet of Jacko Lake. Figure 6.3 shows the Peterson Creek and
Cherry Creek watersheds.

The Peterson Creek outlet is through the southeast arm of Jacko Lake via a 17.4 m,
460 mm concrete culvert running through an earthfill dam (Ministry of Environment,
1980). The portion of the channel running through the old Afton minesite was lined with
impervious till in 1990 to prevent seepage between the s