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IMPORTANT NOTICE

This notice is an integral component of the Haib Copper Project 2018 Preliminary
Economic Assessment and should be read in its entirety and must accompany every copy
made of the Haib Copper Project 2018 Preliminary Economic Assessment. The Haib
Copper Project 2018 Preliminary Economic Assessment has been prepared using the
Canadian National Instrument 43-101 Standards of Disclosure for Mineral Projects.

The Haib Copper Project 2018 Preliminary Economic Assessment has been prepared for
Deep-South Resources Inc. (Deep-South) by Mineral Engineering Technical Services
(METS); and P&E Walker Consultancy and Obsidian Consulting Services as the Report
Contributors. The Haib Copper Project 2018 Preliminary Economic Assessment is based
on information and data supplied to the Report Contributors by Deep-South and other
parties. The quality of information, conclusions, and estimates contained herein is
consistent with the level of effort involved in the services of the Report Contributors,
based on: i) information available at the time of preparation, ii) data supplied by outside
sources, and iii) the assumptions, conditions, and qualifications set forth in this report.
Each portion of the report is intended for use by Deep-South subject to the terms and
conditions of its contracts with the Report Contributors. Except for the purposes
legislated under Canadian provincial and territorial securities law, any other uses of the
report, by any third party, is at that party’s sole risk.

The conclusions and estimates stated in the Haib Copper Project 2018 Preliminary
Economic Assessment are to the accuracy stated in the Haib Copper Project 2018
Preliminary Economic Assessment only and rely on assumptions stated in the Haib
Copper Project 2018 Preliminary Economic Assessment. The results of further work may
indicate that the conclusions, estimates and assumptions in the Haib Copper Project
2018 Preliminary Economic Assessment need to be revised or reviewed.

The Report Contributors have used their experience and industry expertise to produce
the estimates and approximations in the Haib Copper Project 2018 Preliminary Economic
Assessment. Where the Report Contributors have made those estimates and
approximations, they are subject to qualifications and assumptions and it should also be
noted that all estimates and approximations contained in the Haib Copper Project 2018
Preliminary Economic Assessment will be prone to fluctuations with time and changing
industry circumstances.

The Haib Copper Project 2018 Preliminary Economic Assessment should be construed in
light of the methodology, procedures and techniques used to prepare the Haib Copper
Project 2018 Preliminary Economic Assessment. Sections or parts of the Haib Copper
Project 2018 Preliminary Economic Assessment should not be read or removed from
their original context.

The Haib Copper Project 2018 Preliminary Economic Assessment is intended to be used
by Deep-South, subject to the terms and conditions of its contract with the Report
Contributors. Recognizing that Deep-South has legal and regulatory obligations, the
Report Contributors have consented to the filing of the Haib Copper Project 2018
Preliminary Economic Assessment with Canadian Securities Administrators and its
System for Electronic Document Analysis and Retrieval (""SEDAR™).
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1. SUMMARY

1.1 Property Description, Location, Ownership and Access

This independent Preliminary Economic Assessment (“PEA”) Report has been
prepared at the request of Deep-South Resources Inc (TSXV — DSM) (“DSM
or The Issuer”) which is listed on the TSX Venture Exchange (the
“Exchange”). DSM has a 100% interest in Deep South Mining Company (Pty)
Ltd. a Namibian subsidiary which has a 100% interest in Haib Minerals (Pty)
Ltd (“HM”) which in turn holds the exploration rights to the Haib Porphyry
Copper property in the Karas Region, southern Namibia. Teck Resources
Limited (“Teck™) owns 35% of DSM. HM is the registered holder of Exclusive
Prospecting Licence 3140 (“EPL™) over the property.

The Haib deposit is a large palaeo-Proterozoic copper porphyry deposit,
located in southern Namibia. Access to the Haib project camp-site is via a
10km graded gravel road from the main Cape Town — Windhoek north-south
tar road and is accessible to conventional cars. Access from the camp-site to
the main deposit area is along some 5km of tracks suitable for four-wheel
drive vehicles. The site is very rugged and there is only limited access along
numerous bulldozed tracks. The project area borders on both a summer and
winter rainfall area, is very arid and in summer the temperature can go as
high as the mid 40°C, while in winter it can go as low as freezing point.
Average annual rainfall is 25-50 mm.

The main Haib deposit straddles the Volstruis River, a tributary of the Haib
River, which is an ephemeral tributary of the Orange River which lies some
10-15 km south of the deposit. The deposit has a distinct surface expression
with abundant copper staining on fractures and joint planes particularly in
and around the dry river bed of the Volstruis River. It was discovered in the
late 1800’s / early 1900’s.

1.2 History and Source of Data

This report is based on a review of historical and currently available data
concerning the Haib property obtained from HM and from Mr. V. Stuart-
Williams, who is familiar with the project based on numerous visits and direct
involvement as geological consultant to the Namibian Copper Joint Venture
(“NCJV”) in the period 1995 to 1999 and since 2004 as the current Technical
Director of DSM. The sections and paragraphs which describe the estimation
of Resources at the Haib are the work of Mr. D.S. Richards of Obsidian
Consulting Services .

In 2008 DSM entered into a contract with Teck which offered Teck an option
to obtain a major interest in the project in return for meeting certain
exploration expenditure commitments. Teck fulfilled all of its commitments
under the agreement and as a result 70% of the shares in HM were issued to
Teck. In May 2017, Teck agreed to transfer ownership of their shares in HM
to DSM in exchange for a 35% interest in DSM.
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1.3 Exploration Rights

The exploration rights and obligations over the Haib property are held by HM
under EPL 3140. This licence originally had an area of 74,563 ha and it
incorporated all of the known mineralisation within the Haib deposit and a
substantial area around the deposit. The EPL was renewed in April 2007, April
2009, April 2011, April 2013, April 2015 and April 2017. The current area,
after reductions required in terms of the first renewal, is some 36,502 ha and
the licence is valid until April 2019 (see Appendices 1, 2 & 3).

1.4 Geology and Mineralisation

The Haib deposit is located within part of the Richtersveld geological province
% The area lies within the Orange River Group volcanic suite of andesitic
lavas, intercalated with acidic volcanics and tuffs, which were intruded by
Vioolsdrif Intrusive Suite granites, granodiorites and adamellites dated
around 1,880 Ma. The principal mineralised hosts at the Haib are a Quartz
Feldspar Porphyry (QFP) and a Feldspar Porphyry (FP). The entire sequence
has undergone low grade regional metamorphism to greenschist facies. At
the Haib there is a further overprint exhibited by typical porphyry copper type
alteration zones associated with this style of mineralisation.

The Haib copper deposit is an example of a Precambrian porphyry copper
deposit. Porphyry copper deposits are a major world source of copper. It is in
essence a very large volume of rock containing low-grade copper
mineralisation.

1.5 Exploration, Drilling, Data Verification and Quality Assurance and Control

Five separate geophysical, geochemical and diamond core-drilling exploration
programmes have been conducted at the Haib by Falconbridge (eleven
drillholes); King Resources (twenty-one drillholes); Rio Tinto Zinc (“RTZ”)
(one hundred and twenty drillholes); the NCJV / Great Fitzroy Mines (“GFM”)
joint venture (12 drillholes); and Teck / HM (32 diamond drillholes).

The Haib Project drill hole database comprises data from a number of
exploration phases completed over an extended period of time by multiple
companies. Most of this work preceded the introduction of mineral resource
reporting guidelines such as CIM, NI 43-101, JORC and others and as such
are not supported by the requisite Quality Assurance and Quality Control
programmes. While it is assumed this work was done to the international
standards of the time, the work done by Teck from 2008 onwards utilised a
full formal QA\QC programme and included the resampling of a significant
portion (—8%) of the available RTZ core. Comparison of the Teck data to the
historical data for the same sampled volume shows identical Cu grade
distributions confirming, in the author’s opinion, that the historical data is of
a suitable quality for use in mineral resource estimation and reporting along
with the Teck data.
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1.6 Mineral Resource Estimation

In July 2017, Obsidian Consulting Services was contracted by DSM to compile
a resource estimate for Copper (“Cu”) and Molybdenum (“Mo”) from various
previously identified and modelled domains for their Haib Copper Project .
The assignment included the compilation and validation of a drill hole
database derived from historical core drillholes and more recent core
drillholes and check assays of historical core samples completed over the past
9 years by Teck Namibia.

Estimation was done using Ordinary Kriging in a step-wise manner. A first
kriging run was done using a search equal to the variogram ranges. A second
pass was then done using a search double the variogram ranges. Almost all
cells were estimated by the above 2 steps. Any remnants were either kriged
by opening the search and increasing the minimum samples or assigned a
background value such as the median.

A boundary analysis showed a mineralisation trend that correlates with the
mineralisation model of the Haib deposit viz. Cu porphyry. The changes in
grade are generally gradational and cross lithological contacts therefore the
use of lithological boundaries was felt to be inappropriate while the use of a
grade cut-off based domain was considered arbitrary. Therefore, no
domaining was applied in the mineral resource compilation with the extents
being controlled by data proximity.

Ten metre composites were calculated from the drill hole data which
approximates a horizontal grid of approximately 150m x 150m. Analysis of
the composites showed that compositing does not fundamentally change the
Cu grade distributions. Top cut analysis of the Cu grades showed the raw
data to be relatively insensitive to the use of grade caps and no capping was
applied during the compositing. The same is not true for the Mo dataset
which is substantially smaller than that of Cu and includes qualitative visual
estimates alongside quantitative analytical results. Confidence in the Mo data
is therefore very low compared to Cu.

Variography revealed the presence of well supported spherical variogram
models with anisotropic elements. The Cu values show that the maximum
anisotropy is oriented along a strike of 135° dipping to the southwest at just
under 60°. The Mo values show similar levels of anisotropy with a principal
continuity direction of some 207°. Estimates were conducted in a stepwise
manner first at the modelled Ranges followed by a second estimation run at
2x the Ranges. In the case of Cu, 99% of the block model cells were
estimated within the Ranges while for Mo this was some 85%. Anomalously
high grades were used as is but had their volume of influence significantly
reduced to avoid overestimation and the introduction of bias. During
estimation, the quality of the estimates was tracked using kriging parameters
such as kriging variance, slope of regression and kriging efficiency. Post-
estimate validations were done use QQ Plots, Swath Plots and comparison
with nearest neighbour and inverse distance estimates.

Density was not estimated but rather an average of 2.8T/m?® taken from the
mean of the 99 Specific Gravity determinations that had been done. These
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showed a normal distribution around a mean of 2.75 T/m?® with a very low
coefficient of variation (0.04) therefore the default density approach is
considered appropriate.

The mineral resources for Haib have been classified according to the
guidelines of the Canadian National Instrument 43-101 and is based primarily
on proximity to data with the last line of samples forming the lateral and
vertical extent of the resources. Secondary considerations included slope of
regression and kriging efficiency. In our (Peter Walker and Dean Richards)
opinion and considering the current price of copper we assume that a 0.25%
Cu cut-off can be mined and processed economically and trust that the
recently commissioned Preliminary Economic Appraisal Report will confirm
this assumption. This cut-off was applied to the mineral resources presented
in Table 1-1 below.

Table 1-1: Haib Resource Estimates

Volume illi
Recsl(:é;ce (xMillion m® 2" ??:222 cu(®o)
Measured - - - -
Indicated 163.2 2.8 456.9 0.31
M—+1 163.2 2.8 456.9 0.31
Inferred 122.3 2.8 342.4 0.29
Rounding has been applied as appropriate to reflect limits of precision and accuracy,

1.7 Mineral Reserve Estimate

There is no NI 43-101 compliant reserves estimation for the Haib
mineralisation.

1.8 Mining Methods

Considering the Haib copper deposit characteristics, the suitable mine design
is based on an open pit method. As the deposit is basically composed by hard
rock material, the mining operations will involve drill and blast of all
excavated material, which will be segregated by cut-off grade.

1.9 Recovery Methods

For the recovery of copper from the Haib deposit, heap leaching was
considered for all options. The primary reasons for the selection of heap
leaching is the low grade nature of the deposit and the vast scale of the
orebody. Previous work conducted on the Haib project suggests that a
conventional crush-grind-float and sale of copper concentrate is not
economically feasible due to the low grade and hardness of the ore —
requiring a significant amount of energy for grinding. The low costs
associated with heap leaching compared to a whole ore flotation circuit is
believed to improve the viability of the project. Heap leaching is traditionally
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performed on oxide material, although there has been increasing
development in the application to acid insoluble sulphides. Previous sighter
amenability testwork suggests the Haib material can extract high amounts of
copper, up to 95.2% via a bacterial assisted leaching, although additional
testwork is required to determine the optimal operating parameters. Given
these results there is no reason to suggest the chalcopyrite in the Haib
deposit will not be amenable to bacterial assisted heap leaching.

Four options were established for the purposes of the economic evaluation:

Option 1: Ore sorting upgrading, dense media upgrading, flotation and
heap leaching of the tails;

Option 2: Two-stage dense media upgrading, flotation and heap
leaching of the tails;

Option 3: Ore sorting upgrading and heap leaching of the upgraded
material; and

Option 4: Whole ore heap leaching.

All options include molybdenum recovery, although the operating costs,
capital costs and revenue have not been included, and will be considered if
the molybdenum progresses into indicated resource.

1.10 Project Infrastructure

The following infrastructure considerations were made for the Preliminary
Economic Assessment:

Mine power;

Mine buildings;
Explosive storage;
Waste dumps;
Tailings storage;
Power supply;
Water supply;
Water management;
Telecommunications;
Buildings;

Roads;

Air services;
Railways; and

Ports.

1.11 Market Studies and Contracts

The proposed recovery methods are expected to produce all or a combination
of the following products:

LME copper, as 99% cathode sheets;

Copper sulphate, in the form of pentahydrate crystals, which is
expected to generate a 25% copper premium;
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Copper concentrate, which is expected to be relatively high grade
(33% copper) due to several upgrade stages, and therefore readily
saleable; and

Molybdenum trioxide, in powder form (only considered in process
design, not the financial components).

1.12 Environmental Studies, Permitting, Social and Community Impact
A future environmental study will be required to assess:

Baseline study;

Environmental management plan;

Project environmental assessment;

Environmental issues (dust, noise etc.).

1.13 Capital and Operating Estimates

In summary, the capital and operating costs for the four options assessed are
summarised in Table 1-2 and Table 1-3.

Table 1-2: Capital cost summary.

Cost (US$M) Option 1 | Option 2 | Option 3 | Option 4
Crushing & HPGR 54.3 50.0 56.2 53.3
DMS & Grinding 13.7 23.4 - -
Flotation 3.0 3.3 - -
Agglomeration & Heap Leaching 12.5 14.7 12.4 20.4
Copper Recovery 31.6 35.1 32.1 38.0
Iron Removal 1.6 1.9 1.8 2.7
Tailings 1.7 2.2 - -
Water 2.9 3.7 2.8 2.8
Reagents 2.7 2.0 1.6 1.9
Services 2.0 2.0 2.0 2.0
Sulphuric Acid Production 21.4 27.1 22.0 27.3
Supporting Infrastructure 2.8 2.8 2.8 2.8
First Fill 10.8 13.0 6.0 8.3
Working Capital 16.1 18.1 14.0 16.0
Insurance 3.8 54 3.3 4.8
EPCM 16.1 18.1 14.0 16.0
Contingency 16.1 18.1 14.0 16.0
Commissioning 3.2 3.6 2.8 3.2
Accommodation & Temp Services 3.2 3.6 2.8 3.2
Spares & Tools 1.7 2.0 1.5 1.7
Total (US$SM) 221.2 250.1 191.8 220.3
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Table 1-3: Operating cost summary.

Area Option 1 Option 2 Option 3 Option 4
Mining 0.40 0.37 0.41 0.37
Processing 0.88 0.92 0.82 0.83
Product Freight 0.05 0.05 0.04 0.04
Wharfage & Shiploading 0.01 0.01 0.00 0.00
Administration 0.04 0.03 0.04 0.03
Royalty 0.09 0.09 0.09 0.09
Total (USD/Ib CuEQ) 1.46 1.47 1.41 1.37

1.14 Economic Analysis

Based on the economic analysis of four options, Option 3 — an upgraded heap
leach via ore sorting — was considered the best economically. The summary
for the base case (US$3.00/Ib copper) for each option can be seen in Table

1-4.

Table 1-4: Economic summary.

Financial Metric Option 1 Option 2 Option 3 Option 4
Throughput (Mtpa) 8.
Copper Recovery (%) 77.1 82.1 73.2 80.0
CAPEX ($M) Us$221.2 US$250.1 US$191.8 US$220.3
Total Operating
Expense US$1.46 uss$1.47 UsS$1.41 US$1.37
($/Ib Cu.Eq.)
NPV (SM) US$645.1 US$662.6 US$716.2 US$794.1
7-5%, pre-tax (CA$817.6) | (CA$828.3) | (CA$895.3) | (CA$992.6)
IRR pre-tax (%0) 25.9% 24.4% 30.4% 29.7%
Payback Period pre-tax 5.0 years 5.3 years 4.2 years 4.3 years
NPV (SM) Uss$421.0 UsS$434.3 US$463.1 US$514.1
7-8%, post-tax (CA$526.3) | (CA$542.9) | (CA$578.9) | (CA$642.6)
IRR post-tax (%0) 20.0% 19.0% 23.0% 22.6%
Payback Period post-tax 6.7 years 7.1 years 5.7 years 5.8 years

There is an opportunity to increase the throughput of the production in order
to improve the project economics. It is suggested to stagger the increased
throughput over time to ensure there is no over capitalisation and target
production figures can be met prior to expansions. A scenario at 20 Mtpa for
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Option 3 was performed, with the key economic outcomes observed in Table

1-5.
Table 1-5: Option 3 at an increased 20 Mtpa throughput.
8.5 Mtpa Scenario 20 Mtpa Scenario
($3.00/1b Cu) ($3.00/1b Cu)
CAPEX US$191.8M US$320.5M
Total Operating
Expense’ US$1.41/1b CuEq US$1.44/1b CuEq
NPV Us$716.2M US$1,366.8M
7.5%, pre-tax (CA$895.3M) (CA$1,671M)
IRR pre-tax 30.4% 38.6%
Payback Period pre-tax 4.2 years 3.3 years
NPV US$463.1M US$854.9M
7-5% post-tax (CA$578.9M) (CA$1,061.9M)
IRR post-tax 23.0% 28.6%
Payback Periodpost-tax 5.7 years 4.5 years
LOM 55 years 24 years

Higher unit operating cost for 20 Mtpa due to capped copper sulphate production (the
equivalent copper pounds are not directly scaled due to the lower portion of the premium
product).

1.15 Interpretation and Conclusions

In our (Peter Walker and Dean Richards’) opinion, the Issuer is exploring a
large volume porphyry copper deposit situated in an ideal location adjacent to
modern infrastructure which has the potential to become a large copper
producer. There already exists a significant body of technical data concerning
the Haib mineralisation and the period between resource estimation, pre-
feasibility and definitive feasibility studies could be relatively short.

METS believes the low grade nature of the Haib porphyry copper deposit
makes it an ideal candidate for heap leaching. Developments in heap leaching
of refractory ores in conjunction with modern ore sorting technology have the
ability to maximise the economic potential of the Haib project.

1.16 Recommendations

DSM has commissioned this PEA which uses the data from the recent
resource estimate Y and this PEA will guide future expenditure on more
detailed assessment of the project.

HM, as the operator of the Haib project has proposed to the Ministry of
Mines, as motivation for renewal of the EPL, a programme of exploration over
the next 18 months involving the recently completed Resource Estimation
study, a PEA, a 1: 10,000 scale geological mapping exercise of outlying areas
of interest, further metallurgical tests, geotechnical drillholes to aid advanced
mining studies including a planned open-cast mine pit, and more detailed
resource estimates and economic studies. These programmes are estimated
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to cost US$ 625 000 (currently equivalent to some C$ 800 000 or N$8.0
million).

In our opinion this programme has real merit and it is recommended that HM
proceed with the proposed programme.

In METS opinion, the results from the PEA have been promising, and going
forward METS recommends Deep-South Resources conduct a Pre-Feasibility
Study (PFS). To improve confidence in the PFS results a more detailed
metallurgical testwork will be required to validate the process options
outlined in this report.
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2. INTRODUCTION

2.1 Scope of Work, Terms of Reference and Purpose of the Report

The mandate given to the authors is to provide the Board of Directors of DSM
(“The Board”) with an updated independent technical review of the Haib
property which incorporates the Resource Estimate ‘¥ and the PEA and to
comment on the efficacy of the further exploration programme proposed by
HM. The report is to be used by DSM in a capital raising exercise.

This independent PEA has been prepared at the request, on 4" September
2017, of Mr. P. Léveillé, President and CEO of DSM. The fee for the
preparation of this Report is being paid by DSM and is not dependant on the
outcome of any capital raising exercise.

2.2 Principal Sources of Information

The Report was completed by the Contributing Authors and relies extensively
on information, materials, representations and exploration data provided by
historical and more modern data records obtained from The Boards, Teck and
Mr. V. Stuart-Williams, a Professional Geologist registered with the South
African Council for Natural Scientific Professions, registration No0.400266/87,
who has been associated with the Haib Project in various technical and
advisory roles for over 20 years and is currently the Technical Director of
DSM. The principal author has incorporated sections from the report of P&E
Walker Consultancy cc and Obsidian Consulting Services (“Obsidian™) dated
14" January 2018 in writing this PEA report and is not responsible for the
results, estimates or conclusions of these sections.

This Report has undergone extensive review by The Board, their advisors and
by the contributing authors to ensure that the information and
representations contained in the Report are current, accurate, correct and
complete and that there are no material omissions of information that would
affect the conclusions contained in the Report.

The PEA Report is to be read as a whole and sections or parts of it should not
be read or relied upon out of context. This notice, which is an integral part of
the Report, must accompany every copy of the Report.

This entire Report is subject to the scope of work conducted as well as the
assumptions made and to all other sections of this Report.

The effective date of this report is 3™ March 2018. The Qualified Persons and
authors of this Report and their business entities have no direct or indirect
interest in the subject or any nearby mineral property and are entirely
independent of DSM and its shareholders.

2.3 Site Inspections

Peter Walker visited the Haib Project site described in this report on various
occasions between 1989 and 1995 and on the 24th January 2012 in the
company of Mr. Nuri Ceyhan, exploration manager of Teck Namibia and with
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Mr. Neil Grumbley, Teck’s Haib Project manager and again on the 30" June
2015 with Mr. Neil Grumbley. Peter is assured by the HM management that
as at the date of this report no further field work or material change has
occurred at the Haib project site since my June 2015 visit and that only desk-
top appraisal studies as outlined in this report have been concluded since that
visit.

Damian Connelly visited the Haib site in 2006. The objective of the site visit

was to assess the surrounding infrastructure, view drill core samples and
obtain a general feel for the site. No site visit was undertaken for the PEA.

Haib Copper Project 2018 Preliminary Economic Assessment 25



3. RELIANCE ON OTHER EXPERTS

3.1 Other Experts

DSM requested that the principal author review the Haib Porphyry Copper
Project and prepare a PEA of the project which incorporates the findings of
the recent Technical and Estimated Mineral Resources report.

This report has been prepared under the guidelines of National Instrument
43-101 and is to be submitted as a Preliminary Economic Assessment Report
to the TSX Venture Exchange (“TSX”) in support of DSM’s proposed capital
raising.

The principal author is reliant on the expertise of the contributing authors for
the results, estimates and conclusions of the Technical and resource estimate
report.

3.2 Mineral Tenure

Peter Walker has reviewed the records “?  *” of the Namibian Ministry of
Mines and Energy last updated on 4™ December 2017 and believes that the
Exclusive Prospecting Licence is in good standing; furthermore, the Issuer
has provided the author with a copy of the recently renewed EPL licence
document dated April 2017 and we have also obtained a legal opinion of the
validity of the licence which confirms this belief (see Appendices 1, 2 & 3).

The opinion of Peter Walker regarding the validity of HM’s rights to EPL 3140
as presented in this report are wholly conditional upon the accuracy and
completeness of the information supplied by those references named above.
Peter Walker reserves the right, but will not be obliged, to revise this report if
additional information becomes known to him subsequent to the effective
date of this report.
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4. PROPERTY DESCRIPTION AND LOCATION

4.1 The Exploration Licence and HM’s Rights and Obligations

In Namibia the Ministry of Mines and Energy grants an Exclusive Prospecting
Licence (“EPL”) in terms of section 48(4) of the Minerals (Prospecting and
Mining) Act, No0.33 of 1992 to an applicant under certain terms and
conditions which form part of the licence documentation — see Appendices 1
& 2.

Deep South Mining (Pty) Ltd obtained EPL No. 3140 allowing for the
exploration of Precious and Base Metals and Base and Rare Metal Groups of
Minerals over an original area of 74 563 ha on 22" April 2004; the area
extended over the known mineralisation of the central Haib deposit and a
substantial surrounding area. The EPL was renewed in 2007, 2009, 2011,
2013, 2015 and again in 2017 and is valid to 22" April 2019. In April 2007,
the extent of ground held was reduced in accordance with the renewal
obligations to an area of 36 502.4ha. The Table below lists the corner co-
ordinates of the reduced EPL: -

Table 4-1: List of corner co-ordinates in decimal degrees for EPL

3140.

Licence Nr Lat Long
EPL-3140 1§ -28.72530758 17.78740212
EPL-3140 21§ -28.71183732 17.74992010
EPL-3140 3§ -28.67100381 17.68364770
EPL-3140 41 -28.62124926 17.75614951
EPL-3140 5 | -28.55535382 17.82202069
EPL-3140 6 | -28.62443708 17.92656044
EPL-3140 7§ -28.62670927 17.95497900
EPL-3140 8 | -28.69475300 17.96558957
EPL-3140 9§ -28.72089474 17.96970697
EPL-3140 10 § -28.75324360 17.95375930
EPL-3140 11 § -28.74086885 17.79335440

Details of the location are given in the Location Map, Figure 4-1, while
Appendices 1 and 2 are copies of the documents granting and renewing the
EPL as well as recording the transfer of rights to the EPL from Deep South
Mining (Pty) Ltd to HM.

The surface rights of the property covering portions of the farms de
Villierspunt 353, Tsams 360 and Withoek 387 are owned by the State. The
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EPL boundaries have not been surveyed or physically beaconed but the
current corner coordinates have been provided by the Namibian government
in the EPL grant documents.

Peter Walker isnot aware of any environmental obligations or liabilities except
those listed in Part 3 of the attached Appendix 1 which states: -

“8. The holder of the exclusive prospecting licence shall observe any
requirements, limitations or prohibitions on his or her prospecting operations
as may, in the interests of environmental protection be imposed by the
Minister from time to time.

9. The holder of the exclusive prospecting licence shall enter into an
Environmental Contract with the Ministry of Environment and Tourism and
that of Mines and Energy within one (1) month of the date of issue of the
licence.”

The Environmental Contract and clearance certificate has been concluded
with the respective Ministries and Peter Walker has had sight of these
documents, which are dated 15 August 2017 and are valid for 3 years. Peter
Walker has also been provided with a copy of the Environmental Management
Plan produced by SLR Consultants “® which was submitted in support of HM’s
application to the Ministries and which now forms part of the accepted
commitment towards HM’s environmental obligations.

Peter Walker is not aware of any additional permits required in respect of
exploration activities on the property apart from water abstraction permits
that will need to be obtained from time to time from the Ministry of Water
Affairs in order to pump water from the Orange River for drilling purposes.
Peter Walker has been provided with a copy of the last water abstraction
permit which was valid from 28™ March 2014 to the 27" March 2017 and that
the only significant conditions attaching to this permit are for the installation
of an approved water meter, monthly readings of the meter and payment at
a tariff rate of 1.5 Namibian cents per cubic metre of water consumed.

As the subject property is State land, no access permits or contracts are
required in terms of the grant of the EPL (see Appendix 1).

In order to retain title to the EPL, HM have to spend at least 80% of the
committed budget for the 2017 / 2018 work programme which has been
agreed with the Namibian Ministry of Mines & Energy (see also the conditions
of grant as specified in Appendix 1); As at 14™ December 2017, Peter Walker
was assured by a letter received from the Directors of HM that their current
expenditure on the project will meet and possibly exceed this minimum
expenditure commitment. This letter also states that all obligations and
requirements in regard to compliance with licence conditions have been
met and that the future obligations of HM to report progress and abide by the
agreed work programme have also been noted and will be complied with
within the time frames agreed with the Ministry.
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4.2 Location

The Haib copper deposit is in the extreme south of Namibia close to the
border with South Africa which is defined by the course of the Orange River
(see Figure 4-1). The deposit lies some 12 — 15 kilometre