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Main Points

« Junior Mining works well collectively but on an individual basis the probability of
success is low...hence the title of this presentation.

*|t's a boom and bust business. The seeds of the next boom are planted in the
ashes of the bust and currently it is a bust with expenditures down by 39% and
24% YQOY for juniors and majors, respectively.

* The financing model is changing due to the big banks and discount trading
platforms and fewer boutique brokers who specialize in resource stocks. We
need to democratize private placements as a first step to allow non-accredited
investors to participate in private placements thereby broadening the sources of
capital available to juniors.

*In the medium to long term there are issues that threaten both the junior and
senior mining companies. Discovery probabilities are decreasing and
exploration costs soaring. The continued reliance on an aging demographic for
technical expertise is not sustainable and the boom-bust nature of the industry
is not appealing to today’s investors.
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Rolling 10-year returns from U.S. large-cap stocks
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Depressed share price examples of both major and junior mining companies

(May 2009)




Business Environment Summary (in May
of 2009)

Market capitalizations of Junior Mining
companies are severely depressed +

Many Senior Mining companies are saddled with
too much debt +

Lower metal prices =

A window of opportunity (1-2 years?) to acquire
mineral resources with reduced price premiums



S&P/TSX Venture Composite Index —2005 to Present
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Canada’s Global Footprint

 #1in listed mining companies globally
* 1,492 mining companies on the TSX and TSXV

e #1in equity capital raised globally ($8.9 billion in 2014)
* 62% of the equity capital raised globally for mining

Canada:
Asia: 3,152 Projects
190 Projects 55% -
& ¢

UK/Europe: _a .5 3%
153 Projects ’O‘

3%

659 Projects
TR 12%

Latin America

Africa: . o
418 Projects . - ) & Caribbean:
) Australia/NZ/PNG: ~ 1,046 Projects

7% 135 Projects 18%
Source: TMX January 2015 g
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Share of Exploration Budgets by Locations in 2014

USA Africa
7.1% 16.0%

Rest of World
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What to know about Mineral Exploration

Exploration is a slow and methodical process

* Typically takes 7 to 10 years from discovery to the start of a new mine

* A property can be explored many times, by different companies without success

* Atanytime, the exploration company or its investors may decide the potential rewards
are no longer worth their investment and the company may choose to sell the property
or hold it until market conditions improve

* Fewer than 1in 10,000 mineral showings discovered actually become a mine

* Unlike mine operators, exploration companies depend entirely on capital markets to
obtain funds for projects




Exploration is the first stage
of the mineral development cycle
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MINERAL MINE MINE MINE
EXPLORATION DEVELOPMENT OPERATION CLOSURE
The mineral exploration and development cycle
Years 1 2 3 4 5 6 7 8 9 10
Early exploration phase Advanced exploration stage
Discovery Metallurgical studies

Scoping Studies Pre- feasibility Feasibility & Production Decision

Permitting
Financing

Construction

Production

Source: LOM




Number of deposits found by

“Senior” and “Junior” Companies
Number of significant mineral discoveries in Canada: 1960-2012

Number

20 201 Junior Companies
24z m Senior Companies
149
15 -
10
Coution:
Incomplete data in
recent years
5 -
0
1960 1970 1980 1990 2000 2010

Note: “Significant” defined as being a Moderate, Major or Giant discovery. i ]
MRCan defines “Junior"company as having no income . le Junior Explarer + Prospector + Unknown Source: MinEx Consulting © November 2013
“Senior” company includes Major + Moderate + Small Producers + Industrial + Govt

MinEx CDI‘ISH]Tit‘lg Strategic advice on mineral economics & exploration




Trend in exploration spend and value-add
over time in Canada: 1960-2012

2012 USS$ billion The large variation in
$6 “Senior” Companies the value-add is driven mmm Value Created (est)
by infrequent Tier 1 .
s4 discoveries = Exploration Spend
$2 Caution:
Incomplete data in
recent years
$0
1960 1970 1980 1990 2000 2010
For period 2003-2012
2012 USS$ billion the Value/Cost ratio
$6 - Early versinrrs of 'fl'“‘" for Junior Companies
Through Financing was 0.89 versus 0.33
$4 destroyed value for Senior companies
$2 f \ / * Caution:
Incomplete data in
$D I I recent VEars
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) . . ) ) Source: MinEx Consulting @ November 2013
Warning: Values are indicative-only, and accurate to +/- 50%
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Declining Reserves

Trend in the average mine-life for Canada

Notional Mine Life (Years) =« With 3 net result

that the effective
50 mine-life for many
metals has declined
40 Of real concern is do we
have enough time to find the
next generation of mines ?
30
20.4 years Nickel
20 B,
Y. years (Lopper
10 -
6.3 years Zinc
6.3 years Lead
0

1975 1980 1985 1990 1995 2000 2005 2010 2015

Note: Motional Mine Life is the ratio of Cument Reserves to the Current Mining Rate, Source: MinEx Consulting © Movember 2013,
and assumes %% recovery factor during mining and processing based on data from NRCan

MinEx CDI’ISIIItiI‘Ig Strategic advice on mineral economics & exploration 61
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New deposits are becoming harder to find

Indicative depth of new discoveries > than 4 Million tonnes
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Source: RTZ Annual Report
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Indices by Metal
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Pipeline Activity Index: A measure of exploration and development activity in the
international mining industry created by SNL Metals & Mining.



TSX VENTURE LISTINGS
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An imperfect metaphor for junior mining
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Australian
and Busts

The economy: GDP change Year on year

Four decades
of swings

199094  2000-04 201013

SOURCE: BLOOMBERG
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Michael Spence — The Next Convergence

Population (millions)
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Genome Project ~—
man on moon
high-speed computers )
war on malaria
invention of airplane
discovery of New World i
beginning offirs Pleck Plogue
agriculmral ak of Ro
revolution L P e
first irrigation peak of Greece
works
beginning beginning of
of pottery first cities m a{gtihemics
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invention metallurgy
of plow .
beginning
of writing
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PCs

nuclear energy

discovery of DNA
penicillin
invention of automobile

invention of telephone;
electrification

germ theory

beginning of railroads

invention of Watt engine
beginning of Industrial Revolution

beginning of second agricuftural
revolution

Source: Robert Fogel, “Catching Up with the Economy,” American Economic Review
89(1) (March 1999): 1-21.
Note: There is usually a lag between the invention of a process or a machine and its gen-
eral application to production. “Beginning” means the earliest stage of this diffusion
process.
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