MINERAL RESOURCE ESTIMATE
UPDATE FOR THE SONORA LITHIUM
PROJECT, MEXICO

Prepared For
Bacanora Minerals Ltd

Report Prepared by

SRK Consulting (UK) Limited
UK6560



SRK Consulting Sonora Lithium Project

COPYRIGHT AND DISCLAIMER

Copyright (and any other applicable intellectual property rights) in this document and any accompanying data
or models which are created by SRK Consulting (UK) Limited ("SRK") is reserved by SRK and is protected by
international copyright and other laws. Copyright in any component parts of this document such as images is
owned and reserved by the copyright owner so noted within this document.

The use of this document is strictly subject to terms licensed by SRK to the named recipient or recipients of

this document or persons to whom SRK has agreed t
otherwise agreed by SRK, this does not grant rights to any third party. This document shall only be

distributed to any third party in full as provided by SRK and may not be reproduced or circulated in the public

domain (in whole or in part) or in any edited, abridged or otherwise amended form unless expressly agreed

bySRK. Any ot her copyright ownerdés work may not be s
any other purpose other than with this document in full as licensed by SRK. In the event that this document

is disclosed or distributed to any third party, no such third party shall be entitled to place reliance upon any

information, warranties or representations which may be contained within this document and the Recipients

of this document shall indemnify SRK against all and any claims, losses and costs which may be incurred by

SRK relating to such third parties.

This document is issued subject to the confidenti
included in the Commercial Appendices and contain mutual confidentiality obligations. Accordingly, any
references in the confidentiality provisions in S
AReci pientso. SRK respects the general ¢ o n fomn whetmet

formally agreed with them or not and SRK therefore expects the contents of this document to be treated as
confidential by the Recipients. The Recipients may not release the technical and pricing information
contained in this document or any other documents submitted by SRK to the Recipients, or otherwise make it
or them available to any third party without the express written consent of SRK.

© SRK Consulting (UK) Limited 2015 version: Jan2015
SRK Legal Entity: SRK Consulting (UK) Limited
SRK Address: 5™ Floor Churchill House

17 Churchill Way
Cardiff, CF10 2HH
Wales, United Kingdom.

Date: December 2015
Project Number: UK6560
Corporate Consultant
SRK Project Director: Martin Pittuck (Mining Geology)
SRK Project Manager: Ben Lepley Senior Consultant (Geology)
Client Legal Entity: Bacanora Minerals Ltd
Client Address: Calle Uno 312,
Esqg. Av. Doce,
Col. Bugambilias C.P,
Hermosillo,
Sonora 83140,
Mexico

UK6560_Sonora_MRE_Report_Final_DEC2015.docx December 2015

Page 2 of 96



SRK Consulting (UK) Limited

+ s r 5th Floor Churchill House
\/ 17 Churchill Way

City and County of Cardiff

CF10 2HH, Wales

United Kingdom

E-mail: enquiries@srk.co.uk

URL: www.srk.co.uk

Tel:  +44 (0) 2920 348 150

Fax: + 44 (0) 2920 348 199

EXECUTIVE SUMMARY
MINERAL RESOURCE ESTIMATE UPDATE FOR THE SONORA
LITHIUM PROJECT, MEXICO

1 EXECUTIVE SUMMARY

SRK Consul ting ( UHKasbekncomntissiahed pyiBadamora Minerals Limited
(AiBacanorao or the fACompanyo) to g@grodiace drmM MRED]Tt
theSonora Lithium ProjteéPo{(@8000raocated in Mexico.

The Sonora Lithium Project is an exploration project in the northwestern Mexican state of
Sonora, some 11 km south of Bacadehuachi which is 180 km northeast of Hermosillo. The
project site is approximately 170 km south of the USA T Mexico border.

Several concessions cover the Project area and these are majority owned by Bacanora
Minerals Limited (fBacanorad, many of these are 30% held by Rare Earth Minerals PLC
( A R EiNjDint venture. REM also owns 17.19% of Bacanora.

The Sonora Lithium Project MRE is for lithium clay units which are distributed across the
contiguous EI Sauz, El Sauz 1, FI eur and La Vent a

The maj ority of exploration on t he Project ha:
management since 2010. Following an early sampling and mapping phase, drilling initially

took place on the La Ventana area and more recently on the El Sauz and Fleur areas. Over

14,000 m of core drilling has been completed at the effective date of this report. A Pre-

Feasibilty St udy (APFSO0) is currently undethaaleent o col |
completed to date. Bacanora has also converted an existing metallurgical testwork facility in

Hermosillo to enable processing testwork on the clay material and the development of a

process flowsheet which is also on-going.

The geology on the property is dominated by the Oligocene and Miocene Sierra Madre
Oriental volcanic complex comprising Miocene sediments and volcanics deposited in half
graben basins. The mineralisation studied in this report is contained in a stratiform package
dominated by pyroclastics including two distinct clay-rich tuffaceous layers. Some of the clay
minerals in these units such as polylithionite are a potentially economic source of lithium. The
clay units are separated by an ignimbrite layer and the upper clay layer is overlain by Miocene
basalt flows.

The area has mountainous relief with deeply incised valleys where the clay units outcrop in
some places; the outcrop geometry is affected by the topography and several faults which
offset the deposit. A three dimensional model of the deposit and faults has been created
based on outcrop mapping, aerial photography and drilling.
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SRK has based the resource model on geological maps, lkonos satellite imagery, LIDAR
topographic survey data as well as geological and assay data from 97 drillholes and six
trenches. Density determinations, sample preparation and assaying of the drillhole samples
have been undertaken using industry accepted methods and quality control. The data is
considered by SRK to be adequate to support the Mineral Resources stated in this report
although some improvements have been recommended.

In the main fault block in the eastern area of drilling, the stratigraphy dips gently, the dip
direction changes along the strike of the deposit from northeasterly in the north, easterly in the
central area to northerly in the south. The clay units have been shown to be continuous over
more than 7 km of strike extent and several hundred metres down dip. Each lithium clay unit
is generally 10 m to 50 m thick and separated by approximately 6 m of ignimbrite. Lithium
grades, after averaging across the total thickness of each layer, are very uniform and change
slowly along the strike of the deposit. The Lower Clay Unit is slightly thicker on average and
considerably higher grade than the Upper Clay Units. Drilling coverage is variable and allows
for Indicated Mineral Resources in a continuous northwest trending zone along the centre of
the deposit that corresponds to an area with the most intense drilling; the remainder is
classified as an Inferred Mineral Resource and beyond the drilled areas there is further
exploration potential.

In the other fault blocks to the west, the clay units and the faults themselves are defined by
fewer outcrops and drillholes, so the deposit in this area has been interpreted with lower
confidence and classified as an Inferred Mineral Resource with further exploration potential.
The deposit in these areas has similar mineralogy and geology, but has slightly lower
thickness and grade; going westwards the dip direction has been interpreted to change from
northwesterly to westerly, but this needs confirmation with more drilling.

Solid 3-D wireframes of the clay units were used to generate a block model into which
geological codes, dry densities and lithium grades have been assigned and estimated. SRK
chose to use composited grades for each sampled intersection of each clay unit and
undertook statistical and geostatistical analysis and block grade estimation on this basis.
Based on the grade distribution observed in the Upper Clay (higher grades concentrated
towards the base of the unit), SRK chose to subdivide the unit based on sample grade to
produce a high grade and low grade subdomain within the Upper Clay. This sub-domaining
was only possible in the main eastern fault block where sufficient drilling is present to
consistently see this vertical grade distribution profile. The mean composited lithium grade in
the Upper Clay Unit (high grade sub domain) is 2,870 ppm, Upper Clay Unit (low grade sub
domain) is 860 ppm and the mean composited lithium grade in the Lower Clay Unit is
2,910 ppm. Variography on the lithium grades shows a total range in excess of 1 km. For the
grade interpolation, a three-pass Kriging method was used to identify the areas drilled on a
tighter grid spacing in the first pass and to ensure all blocks in the model were assigned a
grade in the third pass.

In order to determine the deasonable prospects for eventual economic extractiondrequired for
Mineral Resources, SRK has used mining and processing cost and recovery assumptions
developed by Bacanora for use in an open pit mine optimisation study. Bacanora is
developing a process flowsheet which is similar to that being developed for the Kings Valley
Lithium Project. The flowsheet involves a series of stages starting with beneficiation, followed
by calcination, leaching, evaporation, filtering and precipitation.
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Current market reports suggest a commodity price of USD6,500/t of lithium carbonate
(Li,COs,) is appropriate, assuming sale of a battery grade Li,CO; product. A 30% increase on
the price has been used to develop a cut-off grade for the Mineral Resource of 450 ppm Li.
Further, SRK has assumed extraction by open pit and has further constrained the resource to
a pit shell which is based on the above parameters and a 45x slope.

The Mineral Resource is based on exploration results from mapping drilling and trenching
made available to SRK on the 19 October 2015. The results of this report were released in a
press release approved by SRK on 19 November 2015; this is the effective date of the
statement.

The reporting standard adopted for the reporting of the MRE uses the terminology, definitions
and guidelines given in the CIM Standards on Mineral Resources and Mineral Reserves (May
2014) as required by NI 43-101.

In the Mineral Resource statement, the lithium metal content is also given as a Lithium
Carbonate Equivalent (LCEQ; using a conversion factor of 1 unit of lithium metal to 5.3 units
of LCE.

The statement has been classified in accordance with the terminology, definitions and
guidelines given in the Canadian Institute of Mining, Metallurgy and Petroleum ("CIM")
Definition Standards for Mineral Resources and Mineral Reserves (May 2014) and has been
reported in accordance with NI 43-101, by the Qualified Person, Mr Martin Pittuck (MSc,
CEng, MIMMM). Mr Pittuck is an engineering consultant who is independent of Bacanora.

The Mineral Resource is the total for the Project; in respect of the total metal in the Indicated
and Inferred Mineral Resources some 81% and 84% respectively is attributable to Bacanora.

Previous estimations were undertaken by SRK in May 2015 and C Verley of Amerlin
Exploration Services Ltd in June 2014. The 2014 estimation used a 2-D polygonal estimation
method, whereas in both the May and November 2015 estimates, SRK created a 3-D
geological model giving better confidence in geological continuity which allows extrapolation
over a wider area resulting in a larger overall resource than that produced in the 2014
estimate.

This updated MRE has a greater proportion of Indicated Mineral Resource than in the May
2015 MRE following the recent targeted infill drilling programme. The infill drilling confirmed
the previous geological interpretation in most areas, which, along with good quality control
results and the improved quality of estimation, allowed for a higher level of confidence to be
attributed to more of the estimated block model. The overall tonnage of the Mineral Resource
shown in Table ES 1 increased from 595 Mt to 719 Mt. This is due to three main factors:

1. The additional drilling allowed for improved geological control on the model, which
extended the interpreted clay units to the west, allowing for the pit optimisation to include
more material to the west than the May 2015 MRE.
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2. In the most well drilled fault block the upper clay unit was split into high-grade footwall
and low-grade hangingwall units, which improved the estimation quality and improved
the grades in some parts of the model, particularly along strike to the north. This allowed
for the pit optimisation to include more material to the north than the May 2015 MRE.

3. The block model used for reporting was changed from a regularised block model with all
blocks at 50x50x10 m dimensions, to a model including sub-blocks down to 25x25x1 m
dimensions. This improved the accuracy of reporting tonnage and increased the overall
reported tonnage within the Mineral Resource statement.

SRK recommends continued drilling to infill the Inferred Mineral Resource to increase the
confidence to an Indicated level.

Some of the quality control procedures should be improved so that the grades of the standard
reference materials are more representative of the deposit grades. Some aspects of the
density determination also require further study to confirm the accuracy of the density
determination method which currently assumed no core shrinkage upon drying.

The laboratory method used for analysis has a maximum detection limit of 10,000 ppm Li;
several samples have returned this grade. SRK recommends resubmitting all high grade
samples to the laboratory, employing a method with a higher upper detection limit; this will
result in a slight increase in the resource grade.

The deposit appears to be robust and to have reasonable prospects for economic extraction.
A PFES is currently underway with the aim of determining Mineral Reserves using the block
model created by SRK.
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Table ES 1: SRK Mineral Resource Statement as of 19 November 2015
N—— 8 " n Clay Tonnes Clay Grade Contained Metal Contained Metal
Classification Concession Owner Geological Unit ) (Li ppm) (kt Li) (kt LCE)
Minera Sonora Lower Clay 75 3,500 261 1,385
La Ventana Borax (99%
Bacanora) Upper Clay 66 1,500 99 523
Lower Clay 60 2,900 174 924
El Sauz
Upper Clay 47 1,100 52 274
Indicated
Mexilit (JV-1) Lower Clay 60 4,300 258 1,365
Fleur 70% B
(70% Bacanora) Upper Clay 50 1,600 81 428
Lower Clay 4 4,000 15 80
El Sauzl
Upper Clay 3 1,200 3 18
Indicated Total Combined 364 2,600 943 4,997
Minera Sonora Lower Clay 55 3,800 209 1,108
La Ventana Borax (99%
Bacanora) Upper Clay 80 1,500 120 636
Lower Clay 85 1,600 136 721
El Sauz
Upper Clay 55 800 44 233
Inferred
Fleur Mexilit (JV-1) Lower Clay 20 4,200 84 445
(70% Bacanora) Upper Clay 20 1,500 30 159
Lower Clay 20 4,000 80 424
El Sauzl
Upper Clay 20 1,200 24 127
Inferred Total Combined 355 2,000 727 3,853

Notes:

1. Mineral Resources are not Mineral Reserves and do not have demonstrated economic viability. All figures are rounded to reflect the relative accuracy of the estimate and have been used to derive sub-totals, totals and

weighted averages. Such calculations inherently involve a degree of rounding and consequently introduce a margin of error. Where these occur, SRK does not consider them to be material.

2. The reporting standard adopted for the reporting of the MRE uses the terminology, definitions and guidelines given in the CIM Standards on Mineral Resources and Mineral Reserves (May 2014) as required by NI 43-101 and

JORC.

w

The MRE is reported on 100 percent basis for all project areas.
4. SRK assumes the Sonora Lithium deposit to be amenable to surface mining methods. Using results from initial metallurgical test work, suitable surface mining and processing costs, and forecast LCE price SRK has reported

the Mineral Resource at a cut-off 450 ppm Li (2,400 ppm Li,COs3).

o

conversion of lithium in clays with no recovery or process losses.

SRK completed a site inspection of the deposit by Mr. Martin Pittuck, MSc, C.Eng, MIMMM, an appropriate "independent qualified person" as such term is defined in NI 43-101.
6. LCE is the industry standard terminology for, and is equivalent to, Li,COs. 1 ppm Li metal is equivalent to 5.32 ppm LCE / Li,COgs.. Use of LCE is to provide data comparable with industry reports and assumes complete
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Mr Martin Pittuck (Project Director), who is a full time employee of SRK. Mr Pittuck is a
Chartered Engineer with the Institute of Materials Minerals and Mining and has sufficient
experience which is relevant to the style of mineralisation under study to qualify as a Qualified
Perso®o) Ai@s def Natiend Instramert 43101 Standards of Disclosure for
Mineral Projects. Martin has 20 years broad geological experience, specialising in Mineral
Resource estimation, mine project evaluation and reporting according international reporting
codes. He has produced or reviewed resource estimates for a wide variety of commodities
and mineralisation styles.

Martin Pittuck supervised the resource estimation process. The majority of the Mineral
Resource estimation was undertaken by:

Mr Ben Lepley (Project Manager), who is also a full time employee of SRK and is a
Chartered Geologist with the Geological Society of London (CGeol). Mr Lepley has more than
7 years' geological experience specialising in Mineral Resource estimation.

Mr Oliver Jones, who is also a full time employee of SRK and is a Fellow with the Geological
Society of London (FGS). Mr Jones has more than 6 years' geological experience specialising
in exploration geology and geological modelling.

The individuals responsible for this report have extensive experience in the mining industry
and are members in good standing of appropriate professional institutions.

2 RELIANCE ON OTHER EXPERTS

SRK has relied uponthe Company déds in house | egal teameravith res
tenement and land tenure status, specifically location and ownership agreements, including

agreements or material issues with third parties such as joint ventures, partnerships,

overriding royalties, native title interests, historical sites, wilderness or national park and

environmental settings.

3 PROJECT DESCRIPTION AND LOCATION

3.1 Project Location

The Project is situated in the northwestern Mexican state of Sonora, some 11 km south of
Bacadehuachi which is 180 km northeast of Hermosillo and approximately 170 km south of
the USA T Mexico border. A location plan is given in Figure 3-2.

3.2  Project Concessions and Ownership

The Sonora Lithium Project is an exploration project, part of which is owned 99.9% by
Bacanora and part of which is owned jointly by REM (30%) and Bacanora (70%). REM also
owns 17.19% of Bacanora.

The Sonora Lithium Project consists of 10 concessions which confer rights for exploration,
mining and production. The concessions are owned by a number of REM-Bacanora
subsidiaries:

1 MexilitSA de CV (ofiride %0% byiBacanpra;
T MegaliitSA de CV (, dwkbsl godolby Bacahora; and
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1  Minera Sonora Borax SA de CV ( i M S, Bving¢d 99% by Bacanora.

Two concessions (La Ventana and La Ventana 1) are 100% owned by MSB. Another five
concessions (El Sauz, El Sauz 1, El Sauz 2, Fleur and Fleur 1) are 100% owned by Mexilit.
Three concessions (San Gabriel, Buenavista and Megalit) are 100% owned by Megalit. Mexilit
and Megalit are owned 70% by Bacanora and 30% by REM.

A separate subsidiar y o6 Mi ner al es | n3Aude €VUdis aldo@wnedTunderuthea n a
Bacanora umbrella; however, this subsidiary deals solely with the C o mp a rbgrétesholding

and as such is not referred to further in this report. The current ownership structure of the
Project concessions can be seen in Figure 3-1.

BACANORA MINERALSLTD

Canada

MineraMex
BVI

Megalit SA de CV Mexilit SAde CV Minerales Industriales Minera Sonora Borax
Mexico Mexico Tubutama SA de CV SAde CV
REM Mexico, a REM Ltd sub., owns 30% of Mexilit and Mexico Mexico
Megalit (lithium claims) through JV agreements Dauntless owns 40% of MITSA Owns 100% the Magdalena
on the Tubutama borate claims borate claims and 100% La

Ventana and Ventana 1
lithium claims

Figure 3-1: Current Project ownership structure

Table 3-1: Concessions of Bacanora Minerals Ltd

lg/l(i)r::;a Sonora | 5 ventana Bacadehuachi 235611 875 22-Jan-10 21-Jan-60
’E‘;"ci)?z)’(a Sonora | 5 ventana_1 | Bacadehuachi 243127 945 10-Ju-14 | 09-Jul-64
Mexilit El Sauz Bacadehuachi 235614 1,025 22-Jan-10 21-Jan-60
Mexilit Fleur Bacadehuachi 243132 2,335 10-Jul-14 09-Jul-64
Mexilit El Sauz_1 Bacadehuachi 244345 200 11-Aug-15 10-Aug-65
Mexilit El Sauz_2 Bacadehuachi 243029 1,144 30-May-14 29-May-64
Mexilit Fleur_1 Bacadehuachi 243133 1,630 10-Jul-14 09-Jul-64
Megalit Buenavista Huasabas 235613 649 22-May-10 21-May-60
Megalit San Gabiriel Bacadehuachi 235816 1,500 12-Mar-10 11-Mar-60
Megalit Megalit Bacadehuachi 87,086 AApproved f

Of the 10 concessions held within this company structure and dealt with in this programme of
study, 9 have been issued to the Company and one has been applied for and currently is

6Approved for Titled. The issued and Appttdved

are set out in Table 3-1.
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The AApproved for Tit Isedlned indaple 3-1 appliaspipthei Megaliti o n , a
concession which does not contain any of the Mineral Resource reported herein. A summary

of the process of obtaining title to a concession from the Mexican Federal Mining Registry is

as follows:

1 initially an application for title is submitted to the local registry where the property is
located,;

1 following the submission of the application, the applicant has 60 days to file a survey with
the local registry;

1 upon receipt of the survey, the local registry reviews and either approves it or responds
to the applicant and gives them a further 15 days to correct their survey; and

1 if the survey is approved (that is, no objections are conveyed to the applicant), it is
stamped fAApproved for Titled and is submitted
City for them to grant title to the applicant as a final administrative step.

In July 2014 and as part of Bacan o r adimsssion to the AIM market on the London Stock
Exchange, a legal opinion was prepared in relation the mineral concession status. The
opinion prepared by Melicoff & Asociados Abogados confirmed that:

1 Each mining concession is in full force and effect and has been duly validated by the
Mexican Mining Bureau and is free from any liens and encumbrances.

1  Each mining concession was validly issued for a period of 50 years.

1  Each of the mining concessions are in good standing, and they are not subject of any
unusual or onerous conditions, and their existence or validity will not be effected by any
change of control.

1 Bacanora and REM do not see any reason why the pending applications which have
been granted full concession status by the Ministry of Mining will not be approved by the
Ministry of Mining and confirm that these transfers are being processed.

The Directors of Bacanora believe that there is minimal risk of title not being eventually
granted for concessions current |l y AApproved f o rors Ftate that o . Furt
Bacanora is, and has been, appropriately able to conduct its exploration activities within these
concessions consistent with Approved for Title status. Once the concession that is presently
i Ap pr ov e dhas lween isSued, theecancessions will be transferred to Megalit in line with
Mexican law and applicable regulations and in accordance with the contractual obligations

under the agreements between Bacanora and REM.

The licence holding by the Company forms a continuous coverage over the Project area. This
is illustrated in Figure 3-2 and Figure 3-3. La Ventana and La Ventana 1, covering
approximately 1,820 ha. The five concessions El Sauz, El Sauz 1, El Sauz 2, Fleur and Fleur
1 cover approximately 6,334 ha in total and the additional three concessions Buenavista,
Megalit and San Gabriel cover approximately 89,235 ha in total.
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o 40 80 120 160 200km
_=:-

Figure 3-2:  Project Location Plan
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4 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES,
INFRASTRUCTURE AND PHYSIOGRAPHY

4.1.1 International Access

Sonora lies on the geographic corridor connecting the central Mexican highlands (Mexico
City) north into the United States of America along the Pacific Coast. It is a major corridor for
travel and shipping, with rail lines and Federal Highway 15 following it. The state contains a
total of 24,396 km of highways. Rail lines mostly consist of those which lead into the USA.
The major commercial port is in Guaymas, with smaller ones, mostly for tourism, located in
San Carlos, Puerto Pefiasco and Bahia Kino. The state has four airports in the cities of
Hermosillo, Puerto Pefiasco, Ciudad Obregén and Nogales. These airports connect the state
with 112 other locations both within Mexico and internationally. Airlines that operate out of
them include Aeromexico, Volaris, Interjet, Vivaaerobus, US Airways and Aero Calafia.

4.1.2 Regional and Local Access

The Sonora State and therefore the Project area has well developed infrastructure with an
extensive network of roads, including a four-lane highway (Highway 15) that crosses the state
from south to north. This not only joins Sonora with the rest of Mexico, but also internationally
with the USA.

The Project area specifically is accessed by way of Federal Highway 14, a two-lane highway

extending 225 km east of Hermosillo, tothei nt er secti on known as AEI Co
from the intersection for 20 km on a recently paved, two-lane highway to the town of
Bacadehuachi. Bacanora has set up its local base of operations in this town and undertakes

all core processing facilities from this location.

Access to the concession from Bacadehauchi is on secondary, dry-weather roads, crossing
various privately owned ranches for approximately 11 km. The region is well known for cattle
ranching, and ranches and fenced zones cross the area. The ranchers have created a
network of secondary dirt roads to access other areas, and these roads provide excellent
access to the concessions. Land owners have provided authorisation for the Company to
access the concessions on these roads.

4.2 Physiography and Climate
4.2.1 Physiography

The Sonora Lithium Project is situated within the Sonoran Desert in the western portion of the

Sierra Madre Occidental physiographic province, within the Basin and Range sub province. It

|l ies between fiMesa de EnmeanadofAEIRRCapahi @&l mGamt
Average elevation at the Project area is 900 m above mean sea level ( i a msThed )

concessions are surrounded by mountain peaks with elevations ranging up to 1,440 m amsl.

4.2.2 Climate

The average ambient temperature is 21°C, with minimum and maximum temperatures of -5°C
and 50°C, respectively in the project area. Extreme high temperatures, upwards of 49°C occur
in summer, winters are considered cool compared to most of Mexico.
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4.3

5.1

5.2

5.3
53.1

The accumulated annual rainfall for the area is approximately 450 ml. The wet season or
desert Amonsoond season occurs between th
rainfall can hamper exploration at times. The Sonoran Desert, because of its seasonal rainfall
pattern, hosts plants from the agave, palm, cactus and legume family, as well as many others.
The local climate provides no incumbents to undertaking field programmes and as such the
length of the operating season is 365 days a year.

Resources and Infrastructure

Bacadehuachi historically is a small farming and ranching community with a population of
approximately 2,010. Basic services capable of supporting early stage exploration projects
are available in the town. Surface rights sufficient for mining operations are obtainable from
local landowners, should such activities develop on the concessions.

The closest electric power line is about 10 km north of the concessions, passing very close to
Bacadehuachi. The power line then heads toward Nacori Chico, the next village southeast
from Bacadehuachi.

HISTORY

There are no records of mineral exploration or mineral occurrences on the Property prior to
1992, when an American group, US Borax, initiated regional exploration work in the search for
borate deposits.

Previous Mapping and Surface Sampling

In 1996, US Borax conducted detailed field work in the area which consisted of geological
mapping and rock sampling. The mapping resulted in the discovery of sequences of
calcareous, fine-grained sandstones to mudstones intercalated with tuffaceous bands that are
locally gypsiferous. Rock sampling across representative sections of the sequence at intervals
along the strike extensions of these units returned weakly anomalous boron values,
consequently US Borax abandoned exploration in the area.

Drilling by Previous Explorers

No drilling has been undertaken on the licence concessions prior to Bacanora commencing
operations in 2010.

Previous Mineral Resource Estimation
Amerlin Exploration Services 2014

Bacanora has completed mapping, chip sampling, trenching, metallurgical testwork and
drilling on the Project. Mineral Resources have been previously estimated by Bacanora for the

l'ithium bearing cl| agnsessions which wereGepontpdaimy Bsd at e d

e

mont h

and

reclassified Lithium resources, Sonora Lithium pr oj ect , S o n @roducedMerx i ¢ o 6

Bacanora Minerals Ltd on 24 June, 2014 (C Verley of Amerlin Exploration Services Ltd).
Within this document, Verley updated earlier estimates based on additional drilling in 2013
and 2014; in the process, reclassifying all resources from inferred to indicated (not reported
using NI 43-101 guidelines).
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El Sauz and Fleur Concessions

A Mineral Resource estimate was undertaken for the area drilled on the El Sauz and Fleur
concessions using a polygonal estimation method. Grade and thickness continuity were
assumed in an area of influence around each drill such that: (i) in the north-south direction the
influence area is half of the distance between holes; and (ii) in the east-west direction a
distance from outcrop and extending down dip for 150 m was used. Plan views illustrating the
areas of the polygons used in the estimate are provided in Figure 5-1. Dry density values of
2.38 and 2.35 tonnes per cubic metre (m?) were assumed for the estimate for the Upper and
Lower Clay units respectively. The resulting grade and tonnage estimates were reported at
cut-offs of 1,000, 2,000 and 3,000 ppm Li, with a cut-off of 2,000 ppm Li used as a base case
scenario for future study work.

LEGEND

@ Hole D
Polygons used for preliminary
resource estimate showing those
having resources above a specified
cut-off for the Upper Clay Unit

>3,000 ppm Li
| >2,000 ppm Li
[ 1comsmms

Note: Refer to Figure 13 for Geology

Figure 5-1: Plan of resource polygons and base geological map for the Fleur and El
Sauz Concessions
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A total Indicated Mineral Resource, based on CIM Definition Standards for Mineral Resources
and Reserves (2010), was estimated for each of the lithium-bearing units and is given in
Table 5-1. At a cut-off of 2,000 ppm Li, the base case Indicated Mineral Resource for the
Upper Clay unit is estimated to be 47 Mt averaging 2,222 ppm Li, and for the Lower Clay unit
the Indicated Mineral Resource is 74 Mt averaging 3,698 ppm Li, giving a total Indicated
Mineral Resource of 121 Mt averaging 3,120 ppm Li. A distinct zone of higher grade lithium
occurs in the northern part of El Sauz and Fleur and continues through Fleur onto the
southern half of La Ventana. In the Mineral Resource statement, the lithium metal content is
also given as a Lithium Carbonate Equivalent (fLCEQ; using a conversion factor of 1 unit of
lithium metal is equivalent to 5.3 units of LCE.

Table 5-1: Historic Indicated Mineral Resources for El Sauz and Fleur (C Verley,
2014)

Litholo_gical Li (ppm) Tonnazge Li LCI% LCE Tonznage

Unit Cut-off (Mt) (ppm) (%) (Kt)

1000 97 1,657 0.88 856

Upper 2000 47 2,222 1.18 560

3000 18 3,773 2.01 369

1000 98 3,028 1.61 1,584

Upper 2000 74 3,698 1.97 1,450

3000 59 4,140 2.20 1,298

1000 195 2,347 1.25 2,440

Combined 2000 121 3,120 1.66 2,010

3000 77 4,053 2.15 1,667

LCE = Lithium carbonate equivalent and assumes that all lithium can be converted to lithium carbonate
with no recovery or processing losses.
% Dry bulk density = 2.38 t/m*

La Ventana

Based upon drilling undertaken during 2010, 2011 and 2013 CVerley used a polygonal
estimation method to produce an Indicated Mineral Resource for the La Ventana concession
based upon the same logic and processes as presented for the El Sauz and Fleur
concessions. Plan views illustrating the areas of the polygons used in the estimate are
provided in Figure 5-2.

A total Indicated Mineral Resource, based on CIM Definition Standards for Mineral Resources
and Reserves (2010), was estimated for each of the lithium-bearing units and is given in
Table 5-2. Using a 2,000 ppm Li cut-off, an Indicated Mineral Resource for the Upper and
Lower Clay Units of 75 Mt averaging 3,174 ppm Li (1.69% LCE) or 1,273 kt LCE was
estimated. Both the Upper and Lower Clay Units were considered to be open down-dip.
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Table 5-2: Historic Indicated Mineral Resources for La Ventana Concessions
(C.Verley, 2014)

Litholo_gical Li (ppm) Tonnazge Li LCI% LCE Tor12nage

Unit Cut-off (Mt) (ppm) (%) (kt)

1000 31 1,824 0.97 289

Upper 2000 21 2,256 1.2 258

3000 10 3,186 1.7 170

1000 61 3,247 1.73 1,055

Upper 2000 54 3,540 1.88 1,015

3000 38 4,510 2.40 917

1000 92 2,771 1.48 1,353

Combined 2000 75 3,174 1.69 1,273

3000 48 4,235 2.25 1,087

LCE = Lithium carbonate equivalent and assumes that all lithium can be converted to lithium carbonate
with no recovery or processing losses.
2 Dry bulk density = 2.38 t/m°
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Figure 5-2: Plan of resource polygons and base geological map for La Ventana

5.3.2 SRK May 2015

SRK completed the most recent MRE in May 2015 ( A Ma 'y 2 0 1lusingMIRd&ata qollected

prior to the August/September 2015 drilling campaign. The May 2015 MRE utilised 3-D

wireframing techniques and block modelling with grades interpolated using Ordinary Kriging

(AOKO). A pit optimisation was run on the block n
economi c eaxdtheavineral ®esdurce is stated within the maximum profit pit. The

Mineral Resource statement produced by SRK is provided in Table 5-3. The methodology and

results of the May 2015 MRE were described in a NI 43-101 technical report (SRK, 2015).
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