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SULIS PROJECT

1.0 EXECUTIVE SUMMARY

SGM AS (SGM) contracted Golder Associates to perform a review of their Sulis Expleration Project located
80 km east of Bode (Nordland, Norway).

The Sulis Exploration project consists of five tenements close to Sulitielma village and 14 tenements on
higher ground around the Kong Oscar sulphide occurrence. The project is within 7 km of the historic
Sulitielma copper-zinc mine which operated from 1886 to 1991. SGM provided Golder with a variety of
reports and data related fo this project. Golder made a brief field visit and the core from one hole has been
viewed. The previous work conducted close to the tenements or within the tenements inciuded geological
mapping, geophysical surveys, soil sampling and core drilling - not afl of this data was available for Golder's
review.

The mineralisation in the Kong Oscar area is reported to be nine to ten sulphide bodies containing base
metals and gold. Each occurrence is believed to be 1 to 2m wide and 4 to 5m long, hosted by acid
volcanics and enriched in gold and base metals. Nine drill holes in 1986 and 1997 failed to intersect the
mineralisation at depth hence the extensive exploration to date at Kong Oscar has ruled out the possibility of
mining that area.

The surface rock-chip sampling appears to have been undertaken using a method which is highly likely to
have over-gstimated the gold and base metal values (reported to be between 0.5 and 9.0 ppm gold and
0.045 and 10.16% copper).

Although they are not considered to be a viable mining target in their own right, the Kong Oscar bodies might
be of significance as they may be genetically refated to an undiscovered orebody at a greater depth or in the
adiacent areas. Additionally, previous exploration may have been carried out with the incorrect assumption
that another Sulitjelma-like orebody was present.

To identify new drill targets, SGM should develop a new ore genesis hypothesis using modern knowledge
which allows them to appropriately plan further drilling. Subsequently the new hypothesis can be used to
plan new exploration and carry out further surface sampling in the tenements to the NE of Kong Oscar.

No details of the laboratory methods are available however while the drili core appears to be of excellent
quality, there was no assay data available for large sections of the core. Given the increase in price of gold
and base metals since 1986 it would be worthwhile fo reassess the concentrations in the cores. Furthermore,
technology advances in analytical methods since 19886 allow us to analyse much larger amounts of the core
inexpensively.

Given that the datum for the Norwegian National Grid has changed several fimes, it is recommended that
SGM compile a Geographic Information System (GIS) database and review the location of the tenements
and the collar locations of drill holes.

it is recommended that SGM investigate the location of the Sulitjeima underground hydropower facility to
establish whether any future mining operations may interfere with that facility.
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SULIS PROJECT

Figure 1: Annotated map of tenements. Showing the location of SGM tenements (Blue), the
approximate location of the drill holes (Red), the location of the soil sampling traverses and

geophysics (Orange), the location of base metal occurrences (Green Squares). The remaining
tenements (Grey) are held by Drake Resources and Nye Sulitjelma Gruve AS. Source data NGU

online database.
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SULIS PROJECT

2.0 INTRODUCTION

ProCorp ASA (ProCorp) is a corporaie finance organisation with a high level of involvement in the Norwegian
exploration industry. Gunnar Holen of ProCorp requested that Golder Associates (Golder) provide a review
of the Sulis exploration project near to the historic Sulitielma mine in the Nordland province of Norway.

The Sulis Exploration project includes a discrete series of exploration tenements located within 3 km of the
historic Sulifjeima Mine and the exploration tenements of Drake Resources Inc. The tenements are divided
into two groups: Geithgla, Fagerli and Rappis Fargerli which are adjacent to the Sultijelma viliage and the
Kong Oscar Tenements which occur on much higher ground near the summit of the Kong Oscar mountain,

The format of this report is based on elements of both the Canadian National instrument 43-101 (NI 43-101})
and the Australian Joini Ore Reserves CGommittee (JORC) code. A list of over 40 factors are covered,
together these can be used to assess the prospectivity of the project. Based on a limited assessment of the
data and reports provided, Golder has made a series of observations and an assessment of risks and
opporiunities.

The list of risks and opportunities (Table 1) are intended to be used to determine whether further investment
should be made in the project and to guide the next steps of project development. Additionally, the format of
this report allows for the risks and opportunities of this project to be easily compared to similar projects and
investment allocated according to risk.

3.6 SCOPE OF WORK
Golder has:

m Reviewed selected geological and technical documentation related to the viability of the Sulis Project.

E Observed the presence of the rock formations in the field (in selected areas) and reviewed the drill core
of one hole.

4.0 LIMITATIONS

This report does not fulfil the requirements of a technical report cormpliant with NI 43-101 or the JORC caode
and it is not intended for public release.

The validity of the tenements has not been reviewed and the legal status of the property is not known.

This report is the result of a limited assessment of the sources of information (see section 1.0) in order to
identify opportunities and risks. While reasonable care has been taken in our review, the information has not
been exhaustively researched.

An important aspect of the prospectivity of an exploration or mining project is the commodity prices. The
report contains no assessment of the commaodity prices or market conditions related to this project.
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50 SOURCES OF INFORMATION

5.1

Documentation Supplied by SGM

All paper documentation provided relates to the Kong Oscar or Lommivannet/Raphis tenements. No data,
reports or any other information was provided relating to the Rappis Fagerli or Geithola tenements which are
immediately adjacent to the Sultjelma villiage.

B

B

Hugés KS, 2000. Rapport vedr. prospektering etter edelmetaller i Sulitjelmafeltet { Kong Oscar feltet).
Report for Etkem ASA. Bergvesenet Rerport Number 4616.

Carstens C, 1977. Geologisk | geofysisk sammenstilling, @sterfeltet. Report for Sulifielma Gruber AS.
Bergvesenet Report 2052.

Nilsen KS, 1987. Mineraliseringer i Kong Oskar-sonens bergarter i omrédet sydest for Sulitjelma.
Report For Sulitielma Bergverk AS. Bergvesenet Report 2215.

Marrison JD, 1975. Detailed geological mapping of the KongOscar ore-field. Geelogi. Kartlegging.
Report for Sulitjelma Gruber AS. Bergvesenet Report 2216.

Unknown Author (Initials TSH/S), 1976. Lomi Kraftanlegg - Halhskjeerihg | Gudrun-Fell.

Sandstad JS, 2002. Mineral- og masseforekomster - konsekvensutredning i Junkerdal/Balvatn, Open
Report by Norges geologiske undersgkelse.

Two pages of a seven page report, handwritien by an unknown author describing the resuits of selected
analysis of core samples and rock-chip samples.

A hand annotated A4 map of the Sulifielma area

An A3 sheet showing the location and results of base metals soil sampling during 1986

Two A3 sheets showing cross-sections of boreholes 224 and 225 and surface geology.

Six A4 sheets of base metal analyses, with no details of sample types, geochemical units or locations.

Geological logs of holes 224, 225, 226, 227, 228 and 229. These include written descriptions of rock
types and mineralisation. Collar locations are assumed to be related to the Norwegian National UTM
grid.

A letier from, SGM to Fylkesmannen i Nordland {dated 2006) providing the government with information
related to their infentions with the project.

The front page of a letter from Fylkesmannen | Nordland to SGM granting SGM limited permission io
drill within the national park during 2008 subject to agreement from local reindeer herders.

A letter from Fytkesmannen | Nordland to SGM clarifying the conditions of exploration and mine
operations within Junkerdal National Park.

A letter to SGM from an unknown author listing the exploration claims.

We understand that this data may be incomplete as additional mapping, geopohysics and drilling has been
conducted on the site but this data was not made available to us and may impact on our interpretation and
recommendations.
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5.2 Field Visit

Dr Matt Jackson visited the Geithola, Fagerli and Rappis Fagerii tenements on the 24 August 2012. The visit
involved four hours inspecting the in-situ rock exposure and float. The field trip also allowed an
understanding of local infrastructure and accessibility.

5.3 Dirill Core

Dr Matt Jackson inspected the entire core for hole 229 on 7 September 2012. Geology, mineralisation and
alteration were reviewed in order to validate the NGU logging. The rock quality and recovery were assessed
to determine geotechnical properties and quality of drilling. A limited assessment of the quality of sampling
was made by reviewing the archived core.

54 Cther information

Geospatial data regarding mineral showings and tenement validity was sourced using the Norwegian
Geological Survey online Mineral Resource and Tenement database (NGU).
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6.0 TEAM AND EXPERIENCES

Information about Golder Assoclates AS is provided gnline here.

6.1 Peter Onley, Principal

Peter Onley has more than 40 years experience in the mining industry ranging from exploration geologist to
company director with qualifications in geology, geotechnical engineering and business.
During his career he has operated in the industry as an exploration geologist, mining geologist, exploration
manager, mineral industry consultant, business manager and director of two Australian listed companies.
Whilst the bulk of his experience has been gained in Australia he has worked and consulted in both technical
and management fields in developing countries, particularly in South East Asia (China, Indonesia, the
Philippines), Papua New Guinea and Africa.

8.2 Mati Jackson, Senior Exploration Geologist

Matt is an exploration geologist with over eight years of experience in precious metals and iron ore. He was
awarded a Ph.D from Cardiff University (UK) and subsequently continued his research funded by the Royal
Society as a postdoctoral research associate. He has extensively researched exploration methodologies and
has experience of consulting worldwide. Matt has specialist knowledge of sampling and assay QAQC. Matt
recently moved to Golder from BHP Biliiton iron Ore where he trained geologists and drillers in sampling
methods and assay QAQC for 500 000 m of drilling per annum.

Matt is the author of five peer-reviewed publications regarding the accumulation of platinum-group elements
in the urban environment. He is a Chartered Professional of the Australasian Institute of Mining and
Metallurgy and can be considered to be a competent person for the reporting of exploration resulis for
precious metal deposits.

8.3 Folf Andersen, Environmental Consultant

Rolf is a geologist with 25 years experience within the area of environmental consultancy (poliution
assessments and environmental impact assessments) and construction (site supervision and gectechnical
engineering of various consiruction projects). He works for both public and private clients.

His field of expertise inciudes, poliution assessments, mapping and monitoring of various types of ground,
groundwater and surface water poliution, hazardous waste landfils and design and monitoring of
environmental investigations and action plans. Rolf has managed environmental consulting practices
including both project management and implementation of interdisciplinary studies and detailed assessments
related to environmentat subjects. He has organised and participated in public meetings and meetings with
authorities.

6.4 MMathieu Gosselin, Mining Engineer

Mathieu is is a mining engineer providing professional services in the application of geclogy and mine
planning techniques for resource estimation, reserve estimation and mine design. Mathieu has a B.Eng. in
mining engineering combined with a minor in management and has been involved in a wide variety of
resource estimation studies for diverse range of commodities. His experience also includes rock mechanics
and due diligence reviews for major mining companies. Over the last eight years Mathieu has managed part
of mine feasibility studies. His commodity experience includes gold, iron ore, copper, lead, zinc, nickel coal,
graphite and phosphate projecis.

Mathieu has gained experience at the international, national and regional level within companies of different
cultures, sizes and different business areas. Mathieu has experience working on rock mechanics challenges,
prefeasibility, feasibility (NI43-101) and technical studies which include reserves calculation, economic
evaluation, mine design and mine planning in different underground and open pit mining projects. Mathieu
gained experience working in different mines on a wide range of mine planning and development activities
including reserves calculation, productivity analysis, pit optimization, mine design and mine planning.
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SULIS PROJECT

9.0 RECCOMENDATIONS, COSTS AND DURATION FOR FURTHER
EXPLORATION

in light of the progress of exploration at the Kong Oscar area, the following exploration is recommended.

1) Compile and digitise all data using a Geographic Information System (GIS) database.
(Estimate: 80.000kr, 1.5 weeks).

2} Desk study of the Kong Oscar occurrence to develop a new ore genesis model and exploration plan.
{Estimate: 230.000kr, 4 weeks).

3) Analyse the entire core for the most prospective historic Kong Oscar hole 10 check the assays and
identify pathfinder elemenis to assist the generation of a new ore genesis model.
{Estimate: 200.000kr, 8 weeks).

4) Rock-chip and channel sampling northeast of the Kong Oscar Occurrences to identify new drill targets
using pathfinder analysis and new ore genesis model.
{Estimate: 700.000kr, 4 months).

The cost and time estimates are for planning purposes only and should be considered to be accurate fo +-
30%.

it is not recommended that further exploration be carried out at the Geithola, Fagerli and Rappis Fagerli
tenements.

Becember 2012
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