Court File No. CV-15-11157-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF
THE CANADA BUSINESS CORPORATIONS ACT, R.S.C. 1985, c. C-44, AS
AMENDED, AND RULES 14.05(2) AND 14.05(3) OF THE RULES OF
CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF
AURCANA CORPORATION AND 9490248 CANADA CORPORATION
AND INVOLVING SILVER ASSETS, INC.,, CANE SILVER INC,,
PERFORADORA AURCANA S. DE R.L. DE C.V., MINERA AURCANA
S.A. DE C.V., RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA, S.A. DE C.V. AND REAL DE
MACONI, S.A.DE C.V.

AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants

APPLICATION RECORD
(Returnable November 13, 2015)

GOODMANS LLP
Barristers & Solicitors
Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto, ON M5H 2S7

Robert J. Chadwick (LSUC#: 35165K)
rchadwick@goodmans.ca

Brendan D. O’Neill (LSUC#: 43331J)
boneill@goodmans.ca

Caroline Descours (LSUC#: 58251A)
cdescours@goodmans.ca

Tel:  (416) 979-2211
Fax: (416) 979-1234

Lawyers for the Applicants



INDEX



Court File No. CV-15-11157-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF
THE CANADA BUSINESS CORPORATIONS ACT, R.S.C. 1985, c. C-44, AS
AMENDED, AND RULES 14.05(2) AND 14.05(3) OF THE RULES OF
CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF
AURCANA CORPORATION AND 9490248 CANADA CORPORATION
AND INVOLVING SILVER ASSETS, INC.,, CANE SILVER INC,,
PERFORADORA AURCANA S. DE R.L. DE C.V., MINERA AURCANA
S.A. DE C.V., RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA, S.A. DE C.V. AND REAL DE
MACONI, S.A.DE C.V.

AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants
INDEX
Tab Document
1. Notice of Application
2. Affidavit of Kevin Drover sworn October 30, 2015
A. Exhibit “A” — Support Agreement (including Term Sheet)
B. Exhibit “B” — News Release dated October 16, 2015
C. Exhibit “C” — Letter to Shareholders dated October 19, 2015
D. Exhibit “D” — News Release dated October 19, 2015
E. Exhibit “E” — News Release dated October 30, 2015
F. Exhibit “F” — Corporate Organizational Chart
G. Exhibit “G” — Credit Agreement

H. Exhibit “H” — Second Amendment to the Credit Agreement



= r o=

Exhibit “I” — Arrangement Agreement
Exhibit “J” — Financial Statements of Aurcana Corporation
Exhibit “K” — Fairness Opinion of Primary Capital
Exhibit “L” — Additional Opinion of Primary Capital
Exhibit “M” — Qualifications of Primary Capital

Draft Final Order

Blackline of Draft Final Order to Model Final Order



TAB 1



Court File No. (U~ IS~ /]]S F-oocc

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF
THE CANADA BUSINESS CORPORATIONS ACT, R.S.C. 1985, ¢. C-44, AS
AMENDED, AND RULES 14.05(2) AND 14.05(3) OF THE RULES OF
CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF
AURCANA CORPORATION AND 9490248 CANADA CORPORATION
AND INVOLVING SILVER ASSETS, INC., CANE SILVER INC,
PERFORADORA AURCANA S. DE R.L. DE C.V., MINERA AURCANA
S.A. DE C.V.,, RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA S.A. DE C.V. AND REAL DE
MACONI, S.A. DE C.V.

AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants
NOTICE OF APPLICATION

TO THE RESPONDENTS:

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The claim
made by the Applicants appears on the following page.

THIS APPLICATION will come on for a hearing before a Judge presiding over the
Commercial List on November 13, 2015, at 10:00 a.m., or as soon after that time as the
application may be heard, at 330 University Avenue, Toronto, Ontario.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in
the application or to be served with any documents in the application, you or an Ontario lawyer
acting for you must forthwith prepare a notice of appearance in Form 38A prescribed by the
Rules of Civil Procedure, serve it on the Applicants’ lawyer or, where the Applicants do not have
a lawyer, serve it on the Applicants, and file it, with proof of service, in this court office, and you
or your lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES
ON THE APPLICATION, you or your lawyer must, in addition to serving your notice of
appearance, serve a copy of the evidence on the Applicants’ lawyer or, where the Applicants do
not have a lawyer, serve it on the Applicants, and file it, with proof of service, in the court office
where the application is to be heard as soon as possible, but not later than 2 p.m. on the day
before the hearing.



IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN
IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH
TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES,
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL

AID OFFICE.
Bruna Gagliardi

Registrar
Date  October 30, 2015 Issued by %w/@/ :
74

Local registrar

Address of 330 University Avenue
court office  Toronto, Ontario M5G 1E7

TO: ORION MINE FINANCE (MASTER) FUND I L.P., BY ITS GENERAL
PARTNER, ORION MINE FINANCE GP I LIMITED (the “Lender”)

TO: NORTON ROSE FULBRIGHT CANADA LLP, Counsel to the Lender
Royal Bank Plaza, South Tower, Suite 3800
200 Bay Street, P.O. Box 84
Toronto, ON MS5J 274

Attn: Geoff Gilbert & Evan Cobb

TO: DELOITTE LLP, Auditors of Aurcana Corporation
Chartered Accountants
2800 1055 Dunsmuir Street
P.O. Box 49279
Vancouver, BC V7X 1P4

TO: THE DIRECTOR UNDER THE CANADA BUSINESS
CORPORATIONS ACT
Compliance & Policy Directorate
Corporations Canada, Industry Canada
oth g loor, Jean Edmonds Tower South
365 Laurier Avenue West
Ottawa, ON K1A 0C8



APPLICATION

1. THE APPLICANTS MAKE APPLICATION FOR:!

a)

b)

an Order in substantially the form attached as Tab “3” to the within Application
Record (the “Final Order”), pursuant to section 192(4) of the Canada Business
Corporations Act, R.S.C. 1985, c. C-44, as amended (the “CBCA”), approving
the proposed arrangement (the “Arrangement”) pursuant to a plan of
arrangement substantially in the form attached to the draft Final Order (the “Plan

of Arrangement”); and

such further and other relief as this Honourable Court may deem just.

2. THE GROUNDS FOR THE APPLICATION ARE:

a)

b)

d)

the Applicants are corporations governed by the CBCA,

the Applicants wish to effect fundamental changes in the nature of an arrangement

under the provisions of the CBCA,;

all statutory requirements under the CBCA have been, or will have been, satisfied
by the hearing of the within Application;

all pre-conditions to the approval of the Plan of Arrangement by the Court have

been, or will have been, satisfied prior to the hearing of the within Application;

the Restructuring Transaction to be implemented under the Plan of Arrangement
is fair and reasonable, and has been determined by the Board of Directors and the
Special Independent Committee of the Board of Directors of Aurcana to be in the

best interests of the Aurcana Companies and their stakeholders;

the Application has been put forward in good faith;

! Capitalized terms not defined herein shall have the meanings given to such terms in the Affidavit of Kevin Drover
sworn October 30, 2015 (the “Drover Affidavit”), attached at Tab “2” of the within Application Record.



9)

h)

)

K)

the Applicants are not insolvent within the meaning of section 192(2) of the
CBCA;

it is not practicable for the Aurcana Companies to effect the Restructuring
Transaction under any other provision of the CBCA,;

this Notice of Application will be sent to all of those listed in this Notice of

Application;
section 192 of the CBCA;
rules 14.05(2), 14.05(3) and 38 of the Rules of Civil Procedure; and

such further and other grounds as counsel may advise and this Honourable Court

may permit.

THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE
HEARING OF THE APPLICATION:

a)

b)

the Drover Affidavit and the exhibits attached thereto;

the supplementary affidavit of Kevin Drover to be filed in connection with the
Application; and

such further and other material as counsel may advise and this Honourable Court

may permit.
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AFFIDAVIT OF KEVIN DROVER

(Sworn October 30, 2015)

I, Kevin Drover of the City of Vancouver, in the Province of British Columbia, MAKE OATH

AND SAY:

I. I am the President and CEO of Aurcana Corporation (the “Company” or “Aurcana”, and
together with all of its subsidiaries, the “Aurcana Companies”), a Canadian mining, exploration
and mineral development company. I was appointed as President and CEO of Aurcana on July
10, 2014 and have served as a director of Aurcana since November 18, 2013. I am also a
director and officer of 9490248 Canada Corporation (“Aurcana ArrangeCo”). Aurcana and

Aurcana ArrangeCo are collectively referred to herein as the Applicants.
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2. I have more than 40 years of domestic and international experience in mining industry
operations, process re-engineering, project development and corporate management with both
developing and producing companies in Peru, Nicaragua, Costa Rica, Russia, the USA and
Canada. I have previously held positions of President and CEO, Chief Operating Officer, Vice-
President of Operations, and General Manager of companies including Oracle Mining Corp.,
Glencairn Gold Corporation, Kinross Gold Corporation, Black Hawk Mining Inc., Lac Minerals

Ltd. and BP Resources Canada Limited.

3. I swear this affidavit in support of an application by the Applicants pursuant to sections
192(3) and 192(4) of the Canada Business Corporations Act, R.S.C. 1985, C. c-44, as amended
(the “CBCA”™), for a final order in substantially the form attached as Tab 3 to the within
Application Record (the “Final Order”) approving the proposed arrangement (the
“Arrangement”) pursuant to the plan of arrangement of the Applicants (the “Plan of

Arrangement”), a copy of which is attached as Schedule A to the proposed Final Order.

4. The application is scheduled to be heard on November 13, 2015 and, if approved, the
Arrangement is expected to be completed on or before December 4, 2015, in accordance with the
timeline established under a Support Agreement dated October 15, 2015 (the “Support
Agreement”) between the Aurcana Companies and their senior secured lender, Orion Mine

Finance (Master) Fund I LP (the “Lender”).

5. The purpose of the Arrangement is to give effect to a restructuring transaction that will
eliminate all of the Company’s senior secured debt obligations under the amended and restated
credit facility agreement dated April 29, 2014 (as amended, the “Credit Agreemeht”) between

Aurcana, the Lender and each of the guarantors thereunder (the “Guarantors”), with no dilution

10
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to shareholders. The Credit Agreement represents 100% of the Aurcana Companies’ secured
debt obligations. Trade and other unsecured obligations of the Aurcana Companies are not

affected by the Arrangement.

6. I have been actively involved in the sales process that preceded the proposed
restructuring transaction and in the discussions and negotiations with the Lender regarding the
proposed restructuring transaction that is the subject of the Arrangement. Accordingly, I have
knowledge of the matters deposed to herein. Where I have relied upon other sources of

information, [ have stated the source of that information and believe such information to be true.

L OVERVIEW

7. As a result of the significant and prolonged decline in the prices of silver and base metals
since 2013, Aurcana has experienced a significant reduction in earnings that is threatening its

ability to continue as a going concern.

8. In particular, despite several extensions and waivers that have been granted by the
Lender, the Company has not been able to produce sufficient cash flow at its key operating mine

— La Negra — to meet its obligations under the Credit Agreement, which is now in default.

0. As of October 15, 2015, the principal amount outstanding under the Credit Agreement
(including the Additional Advance discussed below) is $38,741,516, and interest in the amount
of $588,924 for the months of August, September and October 2015 is also outstanding.1 The

Lender holds a security interest over substantially all of the assets of the Company and its

' All dollar amounts expressed herein are in U.S. dollars unless otherwise indicated.

11
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subsidiaries, including both of the Company’s main assets, being the La Negra mine in Mexico
and the Shafter mine in the United States. As a result of the Company’s default under the Credit

Agreement, the Lender is now in a position to enforce on all of its security.

10.  On October 15, 2015, the Aurcana Companies entered into the Support Agreement with
the Lender for a restructuring of the Company’s secured debt obligations under the Credit
Agreement pursuant to the restructuring term sheet attached to the Support Agreement as
Schedule “A” (the “Restructuring Transaction”). A copy of the Support Agreement is
attached hereto as Exhibit “A”. The Restructuring Transaction contemplates the cancellation of
all indebtedness due and in default under the Credit Agreement in exchange for the transfer to
the Lender of certain of the Company’s Mexican subsidiaries, which indirectly hold the
Company’s interest in the La Negra mine (such specified subsidiaries being, collectively, the
“Mexican Subsidiaries”). The Restructuring Transaction also involves the payment by a newly
incorporated affiliate of the Lender (“Neweo™) of $3.5 million to Aurcana ArrangeCo for certain
non-core equipment of Aurcana and/or certain of its subsidiaries (the “Asset Sales”), as well as
payments by Newco of $40,000 per month to Aurcana ArrangeCo for a total period of 12 months
following the completion of the Restructuring Transaction for consulting services to be provided
by certain specified officers of Aurcana to Newco, in connection with the operation of the La

Negra mine by Newco following implementation of the Arrangement (the “Service

Arrangements”).
11. As a result of the Restructuring Transaction:

(a8  $38.7 million of secured debt due and in default under the Credit Agreement will

be eliminated and exchanged for the shares of the Mexican Subsidiaries;

12
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(b)  Aurcana’s annual interest expense will be reduced by approximately $2.3 million;

(©) Aurcana will retain all of its other assets, including the Shafter mine;

(d Aurcana’s shareholders will retain their existing common shares with no dilution;

and
(e)  Aurcana will continue as a going concern without disruption.

12.  The Restructuring Transaction will allow the Company to retire all of its secured debt due
under the Credit Agreement and to emerge with sufficient working capital (including on account
of the approximately $4 million of new capital to be realized for Aurcana under the non-core
Asset Sales and the Service Arrangements that form part of the Restructuring Transaction) so as

to be in a position to meet its near-term obligations and continue as a going concern.

13.  The Support Agreement with the Lender provides that the Restructuring Transaction is to
be implemented by way of a plan of arrangement under the Canada Business Corporations Act
(the “Plan of Arrangement”). Implementation of the Plan of Arrangement is subject to court
approval and the receipt of all necessary regulatory and stock exchange approvals. Shareholders
are not being asked to approve the Arrangement and it is proposed that no shareholder vote will

be held in connection with the Arrangement.

14.  Under the terms of the Support Agreement with the Lender, the Restructuring

Transaction is to be approved and implemented in accordance with the following timeline:

(a) commencement of court proceedings to implement the Plan of Arrangement by

October 30, 2015;

13
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(b) court approval of the Plan of Arrangement by November 13, 2015; and

(c)  implementation of the Plan of Arrangement by December 4, 2015.

15.  In the event that any of these deadlines is not met by the Company, the Lender will have
the right to terminate the Support Agreement and pursue its rights as the secured creditor under
the Credit Agreement, which is in default and is secured by substantially all of the Aurcana
Companies’ assets, including the Shafter project. Aurcana does not have the capital to repay the
Lender or the ability or liquidity to further extend out the Lender and an extensive sales process
run by the Company, and its financial advisor BMO Capital Markets, has produced no buyer for
the Company or its assets, no transaction that will allow the Company to repay the Lender and no

refinancing of the Credit Facility.

16. As discussed in greater detail below, the Restructuring Transaction is the result of an
extensive exploration of strategic and remedial alternatives undertaken by Aurcana with the
assistance of its advisors and overseen by its Board of Directors since early 2014. This process

included:

(@)  the successful negotiation of an amendment to the Original Credit Agreement (as
defined below) in April 2014 that reduced the principal amount then owing under

the Credit Agreement by over $10 million;

(b)  the successful negotiation of offtake agreements with the Lender in April 2014 in
respect of 100% of the copper, zinc and lead concentrates (which also have silver

content) produced at La Negra for the period from January 1, 2017 to December

14
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31, 2020 (which was extended on December 1, 2014 by one year to December 31,

2021);

the successful negotiation of waivers of certain prior defaults under the Credit

Agreement with the Lender;

the successful negotiation of extensions for the payment of principal and interest

due under the Credit Agreement with the Lender, all of which have now expired;

extensive operational initiatives to reduce costs and increase production in an
effort to produce sufficient cash flow to meet the Company’s obligations under

the Credit Agreement, which have not been sufficient; and

an extensive search for strategic alternatives through a sales process run by BMO

Capital Markets, which did not result in any executable transactions.

17.  Aurcana’s management, Board of Directors and a Special Independent Committee of the

Board of Directors (the “Special Independent Committee”)’ have considered all available

alternatives, the results of the strategic review and sales process run by BMO Capital Markets,

fairness opinions that have been delivered by Primary Capital Inc., and have concluded that the

Restructuring Transaction is the best available transaction for the Aurcana Companies, and the

only executable transaction available under the circumstances.

2 The members of the Special Independent Committee are Mr. Jerry Blackwell and Mr. Adrian Aguirre. As
disclosed in the Management Information Circular of the Company dated April 14, 2015 (as filed on SEDAR), Mr.
Blackwell and Mr. Aguirre are both considered to be “independent” within the meaning of National Instrument 52-
110, which provides at section 1.4(1) that a director is independent if he or she has no direct or indirect material
relationship with the reporting issuer.

15
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18.  Unlike other potential outcomes, the Restructuring Transaction will preserve assets and
value for the Company and its shareholders and allow for the continued operation of the business
as a going concern. Aurcana’s management, Board of Directors and the Special Independent
Committee believe that the Restructuring Transaction is the optimal value-maximizing
transaction in the circumstances and that it is in the best interests of the Aurcana Companies and
their stakeholders to proceed as expeditiously as possible with court approval and

implementation of the Arrangement.

19.  If the Restructuring Transaction is not implemented pursuant to the Arrangement and in
accordance with the timeline set forth in the Support Agreement, the Lender will likely enforce
on its security and/or the Company will commence proceedings under the Bankruptcy and
Insolvency Act or the Companies’ Creditors Arrangement Act to protect its assets. In either case,
the Company expects that the Restructuring Transaction will not be available and, therefore, it is

unlikely that value will be preserved for shareholders.

20.  As discussed in greater detail below, the Company has put in place an extensive
information and notice program to ensure that shareholders have had sufficient time and
information to consider the proposed Restructuring Transaction in connection with this
application for court approval of the Arrangement pursuant to section 192(3) and 192(4) of the

CBCA. This process has included the following measures:

(a) Following the execution of the Support Agreement on October 15, 2015, the
Company issued a news release on the morning of October 16, 2015, a copy of
which is attached hereto as Exhibit “B”, that set out the key elements of the

Restructuring Transaction and informed stakeholders of the Company’s intent to

16
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implement the Restructuring Transaction pursuant to a CBCA Plan of
Arrangement. The news release also announced that Aurcana’s shareholders
would retain their existing shareholdings in the Company following completion of
the Restructuring Transaction, and that as part of the Plan of Arrangement to be
submitted to the court, there would be no shareholder vote. The news release
stated that the Company’s intention was to proceed with an application before the
court in respect of the proposed Plan of Arrangement by the second week of

November 2015.

On October 19, 2015, Aurcana issued a letter to its shareholders, a copy of which
is attached hereto as Exhibit “C”, providing further details concerning the
Restructuring Transaction and the Arrangement, and again advising shareholders
that the Arrangement will be submitted for court approval pursuant to the CBCA,
without a shareholder vote. A copy of the letter to shareholders was posted on the

Company’s website.

On October 19, 2015, the Company also issued a news release, a copy of which is
attached hereto as Exhibit “D”, announcing that it would hold an investor
conference call on October 21, 2015 to provide additional detail to shareholders

concerning the Restructuring Transaction.

The investor conference call was held on October 21, 2015, the purpose of which
was for management of Aurcana to provide further detail to shareholders
concerning the Restructuring Transaction and address questions received to date

from shareholders regarding the Restructuring Transaction. As discussed below, I

17
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chaired the investor call and provided additional information to over 20

participants concerning:

@) the events that led up to the Restructuring Transaction;
(ii)  the details of the Restructuring Transaction;

(iii)  the process that the Company followed in developing the Restructuring

Transaction;

(iv)  the process that the Company will follow in the coming weeks for court

approval of the Restructuring Transaction; and
(v)  the Company’s search for alternative transactions,

all as also described in this my Affidavit.

(¢)  Today, the Company issued a further news release, a copy of which is attached
hereto as Exhibit “E”, advising shareholders that the Company will be
commencing the CBCA proceedings today and providing shareholders with
details of the time and location for the court hearing to consider approval of the
Arrangement. Copies of the Company’s application materials will also be posted

promptly on the Company’s website.

i) The Company chose this timeline in order to provide its shareholders with a
further period of time during which to consider the Arrangement and determine

whether any such shareholder wishes to appear at the within hearing.

21.  The Applicants believe that they have duly given shareholders appropriate time, notice

and information regarding the Arrangement and the process for court approval of the
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Arrangement, within with the deadlines established under the Support Agreement, which were

negotiated.

IL BACKGROUND REGARDING AURCANA
(a) Overview of the Aurcana Business

22.  Aurcana is a Canadian company engaged in the business of mining, exploration and
development of mineral properties (the “Aurcana Business”). The principal focus of Aurcana is
the operation and development of mineral properties, primarily silver operations, located in

Mexico and the United States.

23.  The Aurcana Companies currently have two mine sites: the La Negra mine located in the
state of Querétaro, Mexico (“La Negra”) and the Shafter Silver property in Presidio County,

Texas (“Shafter”).

(i) La Negra Overview

24.  La Negra is a silver, lead, zinc and copper mine owned by Aurcana’s subsidiary, Real de
Maconi, S.A. de C.V. (“Real de Maconi”). La Negra is located 180 kilometers north of Mexico
City in an established mining district that has the support of the local community and solid

infrastructure, including year-round paved road access, power, housing and water supply.

25.  Aurcana acquired a 92% interest in Real de Maconi in 2007 and increased its interest to
99.86% in 2012. La Negra is the sole revenue-producing asset of the Aurcana Companies and
approximately 39% of the revenue generated by La Negra is attributable to silver contained in

lead concentrate, with the remainder coming from base metals.
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26.  Since 2014, in response to declining metals prices, Aurcana and Real de Maconi have
been focusing on reducing costs, improving productivity and efficiency, and improving grade

estimation practices and control at La Negra.
(ii)  Shafter Project Overview

27.  Shafter is a pure-silver project owned by Aurcana’s wholly-owned subsidiary, Silver
Assets, Inc. (“Silver Assets”), and is located in a historic mining district in southwest Texas.
The site has excellent infrastructure, with year-round access via paved highway and recently

upgraded utility power.

28.  Aurcana acquired Shafter from Silver Standard Resources in 2008 and commenced
redevelopment of the underground access to the mine as well as the construction of mill and

mine facilities.

29.  Shafter was put on care and maintenance in December 2013 in part due to declining
silver prices and uncertainty surrounding the mineral resources. The site is therefore not

currently revenue-producing.

30.  Aurcana’s active mining of the Shafter mine from November 2011 to December 2013
took place in and around the Presidio Mine, which was previously mined from 1883 to 1942.
Due to historical mining, the remaining ore body had lower than anticipated silver grades. This
lower-grade material was economical to mine at the higher silver prices at the time, but is not
economical to mine at current silver prices. Exploration drilling has also identified a previously
unmined extension of the ore body, known as the Gold Fields extension, which, based on

preliminary exploration drilling, appears to be of a higher grade than the previously-mined areas
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around the Presidio Mine. The Company’s management is of the view that there are two
potential avenues to return Shafter to a stable production rate. Under the first avenue, an
increase in silver prices could result in mining activities around the Presidio Mine becoming
economical once again. Under the second avenue, further exploration drilling of the Gold Fields
extension may indicate that the Gold Fields exte;nsion can be economically mined at current

silver prices.

(b)  Corporate Structure

31. A corporate organizational chart showing the corporate structure of the Aurcana

Companies is attached hereto as Exhibit “F”.

(i) Aurcana

32.  Aurcana is the corporate parent of the Aurcana Companies. The Company is an
established Canadian mineral resource company with its history dating back to 1917, when it

was incorporated under the laws of Ontario under the name “Cane Silver Mines Limited”.
33.  In 1998, Aurcana was continued under the CBCA with the name “Aurcana Corporation”.

34,  Aurcana is a reporting issuer in Ontario, Alberta and British Columbia and is registered

to do business in Ontario and British Columbia.

35. The common shares of Aurcana (the “Common Shares”) are publicly listed on the TSX

Venture Exchange (the “TSXV”) under the trading symbol “AUN”.
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36.  Aurcana is headquartered in Vancouver, British Columbia and the legal and registered
office of Aurcana is located at Suite 250 — 1090 West Georgia Street, Vancouver, British

Columbia, V6E 3V7.

(ii)  Aurcana ArrangeCo

37.  Aurcana ArrangeCo is a holding company incorporated under the CBCA that has no
liabilities and carries on no business, except in connection with the Arrangement. The legal and
registered office of Aurcana ArrangeCo is located at Goodmans LLP’s offices at 333 Bay Street,
Suite 3400, Toronto, Ontario, M5H 2S7. Aurcana ArrangeCo (or its designee) will receive all
proceeds payable by the Lender under the terms of the proposed Arrangement in connection with

the Asset Sales and the Services Arrangements.
(iii)  Aurcana’s Subsidiaries

38.  As illustrated in the corporate organizational chart attached hereto as Exhibit “F”,
Aurcana owns 100% of the shares in Silver Assets, which owns and operates Shafter, as well as
Cane Silver Inc. (“Cane Silver”) and Cane Insurance Company Limited, both incorporated

under the laws of Barbados.

39, As discussed, Aurcana also owns 99.86% of Real de Maconi, the other 0.14% of which is
owned by Reyna Mining and Engineering S.A. de C.V. (“Reyna”) and an individual named José
Antonio Berlanga Balderas. Aurcana and Real de Maconi hold and share interests in Minera La
Negra S.A. de C.V. (“Minera La Negra”) with Reyna and Mr. Balderas, and Aurcana and
Minera La Negra hold interests in Minera Aurcana S.A. de C.V. (“Minera Aurcana”) and

Perforadora Aurcana S. de R.L. de C.V. (“Perforadora Aurcana”).
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40.  Aurcana also owns 100% of the shares in Aurcana ArrangeCo.

(© Capital Structure — Common Shares and Credit Agreement

41. Aurcana’s capital structure consists of the Common Shares, discussed above, and the

Credit Agreement.

(i) The Credit Agreement

42.  On September 19, 2013, MF2 Investment Holding Company 1 (Cayman) Limited (the
“Former Lender”), an affiliate of the Lender, entered into a credit facility agreement (the
“QOriginal Credit Agreement”) with Aurcana as the borrower, and each of Silver Assets, Cane
Silver, Perforadora Aurcana, Minera Aurcana, Rio Grande Mining Company (“Rio Grande”),
Shafter Properties Inc. (“Shafter Properties”), Minera La Negra and Real de Maconi as the
Guarantors thereunder (collectively with Aurcana, the “Aurcana Loan Parties”), for a loan in
the principal amount of $50,000,000, payable in 48 equal monthly installments as of May 31,

2014.

43.  Following the assignment by the Former Lender of all of the Former Lender’s rights and
obligations pursuant to the Original Credit Agreement to the Lender, Aurcana and the Lender
entered into the Credit Agreement on April 29, 2014 to, among other things, reduce the principal
amount under the loan to $40,000,000. At that time, in consideration for an aggregate debt
settlement of $10,333,333, Aurcana issued 16,499,501 Common Shares to the Lender, which
owns approximately 19% of the Common Shares. A copy of the Credit Agreement is attached

hereto as Exhibit “G”.
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44.  Concurrently with the execution of the Credit Agreement, Aurcana entered into offtake

agreements with the Lender in respect of 100% of the copper, zinc and lead concentrates (which

also have silver content) produced at La Negra for the period from January 1, 2017 to December

31, 2020 (extended on December 1, 2014 by one year to December 31, 2021).

45.  Each of the Guarantors guaranteed the obligations of Aurcana under the Credit

Agreement.

46.  The repayment of the amounts owed under the Credit Agreement is secured by:

(a)

(b)

(©)

(d)

(e)

a general security interest granted by Aurcana over all or substantially all of its

assets, including a pledge of all of the shares of Silver Assets by Aurcana;

a first lien security interest granted by Silver Assets over all or substantially all of

its assets, including a pledge of all of the shares of Rio Grande by Silver Assets;

a first lien security interest granted by Rio Grande over all or substantially all of
its assets, including a pledge of all of the shares of Shafter Properties by Rio

Grande;

a first lien security interest granted by Shafter Properties over all or substantially

all of its assets; and

a security interest granted by each of the Mexican subsidiaries over all or
substantially all of their assets, including a pledge of all of the shares and bank

accounts of each Mexican Subsidiary.
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47.  In July 2014, the Lender agreed to defer Aurcana’s payment of principal and interest for

July 31, August 31 and September 30 of that year and amortize these amounts over the

remainder of the loan commencing in October 2014. Since that time, the Aurcana Loan Parties

and the Lender have entered into three waivers in connection with the Credit Agreement

(collectively, the “Waivers”) that afforded the Company further liquidity relief by making

interest only payments and further deferring payments of principal amounts:

(a)

(b)

(©

on March 31, 2015, the Aurcana Loan Parties and the Lender entered into a
Waiver agreement, pursuant to which the Lender waived certain defaults under
the Credit Agreement, and agreed that the principal payments due in the months
of January 2015, February 2015 and March 2015 (the “First Waiver Amounts”)
would be deferred to May 29, 2015, whereupon such amounts would be due and

payable with the scheduled principal payment;

on June 1, 2015, the Lender confirmed that the First Waiver Amounts and the
principal amounts for April 2015 and May 2015 (together with the First Waiver
Amounts, the “Second Waiver Amounts”) would be due and payable on June 30,

2015; and

on July 30, 2015, the Lender confirmed that the Second Waiver Amounts and the
principal amounts due for June 2015 and July 2015 (together with the Second
Waiver Amounts, the “Third Waiver Amounts”) would be due and payable on

August 31, 2015.
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(ii)  Current Status of the Credit Agreement

48.  The Company was not able to pay, and did not pay, the Third Waiver Amounts due and
payable on August 31, 2015, and is in default under the Credit Agreement. As of October 15,
2015, the principal amount outstanding under the Credit Agreement (including the Additional
Advance) is $38,741,516. Interest in the amount of $588,924 for the months of August,

September and October 2015 is also outstanding.

49.  As discussed, the Lender holds a security interest over substantially all of the assets of the
Company and its subsidiaries, including both the La Negra and Shafter mines. Accordingly, as a
result of Aurcana’s default under the Credit Agreement, the Lender would be in a position to
enforce on its security over the assets of the Aurcana Companies, absent the Restructuring

Transaction.

50. The indebtedness under the Credit Agreement represents 100% of the Company’s
secured debt obligations, and the Company does not have any other term or revolver debt,

secured or unsecured.

III. BACKGROUND TO THE ARRANGEMENT AND THE RESTRUCTURING
TRANSACTION '

(a) Decline in the Prices of Metals

51.  Aurcana operates in a cyclical industry, such that its cash flow levels correlate to market
prices for the commodities that it mines. The significant decreases in the prices of silver and
copper since 2013 have been the root cause of the Company’s financial challenges. The chart

below provides the average prices for 2013 and 2014 and the change in the prices of silver,
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refining and smelting charges:
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Year ended December 31, Year ended December 31, Change
2014 2013
Silver (CAD$/0z.) $18.70 $22.92 - 18.41%
Copper (CAD$/Ib.) $3.06 $3.29 -6.99%
Zinc (CADS$/1b.) $0.99 $0.86 +15.12%
Lead (CADS$/1b.) $0.94 $0.97 -3.09%
52.  As a result of the weakening in metal prices, Aurcana has experienced significant

reductions in earnings since the year ending December 31, 2012. The Company anticipates that

the metals prices will remain under pressure through the remainder of 2015.

53.  Aurcana adapted to the difficult metals markets by focusing on reducing operating costs
and increasing efficiencies at La Negra. Aurcana reported on August 14, 2015 that it had
reduced production costs by 26% per ounce on a silver equivalent basis over the past year.
Despite these operational improvements, Aurcana was still not able to produce sufficient cash

flow to meet its obligations under the Credit Agreement.

(b)  Sales Process

54.  In response to the financial challenges experienced by the Company as a result of the
decline in metals prices, Aurcana engaged BMO Capital Markets in March 2013 to assist in
reviewing and considering potential strategic alternatives. This exploration of available

alternatives by BMO Capital Markets was extensive and spanned several months, including a

broad canvassing of the market in the comprehensive sales process launched by Aurcana and
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BMO Capital Markets in July 2014 and a re-solicitation process carried out in September 2015

(collectively, the “Sales Process”™).

55.  The Sales Process began with BMO Capital Markets and management of Aurcana
assessing strategic alternatives and preparing for the Sales Process. BMO Capital Markets then
initiated the process of contacting parties on behalf of Aurcana to gauge interest in participating
in a sale or investment in the Aurcana Companies. The goal of the process was to secure a
transaction that would reduce debt through the sale of or investment in the Company, and/or

permit Aurcana to repay or refinance the indebtedness under the Credit Agreement.

56. BMO Capital Markets contacted 48 parties on behalf of Aurcana, communicating
Aurcana’s investment opportunity and providing interested parties with a teaser document
regarding the possible sale or investment transaction. Of the parties contacted, 12 parties
executed non-disclosure agreements and were provided with access to non-public information
regarding the Aurcana Companies. Ultimately, following discussions between Aurcana, BMO
Capital Markets and the interested parties, 6 parties submitted non-binding proposals by the

Phase [ Bid deadline of September 8, 2014.

57.  Aurcana invited 5 parties to Phase II of the Sales Process. The second phase involved
more extensive due diligence, management presentations and detailed discussions between
Aurcana, the interested parties and their respective advisors. The second phase also involved 4
of the interested parties conducting site visits to the La Negra mine with members of Arcana’s

management team.

58.  In November 2014, metals traded down to the lowest level in five years.
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59.  In December 2014, the Company released a new technical report that lowered prior

estimates of metal resources at La Negra.

60.  Thereafter, no binding offers were submitted at the completion of the second phase of the

Sales Process in mid-December 2014,

61. In September 2015, BMO Capital Markets carried out a re-solicitation process in respect
of the four interested parties who had progressed to the second phase of the Sales Process and
conducted site visits at La Negra. Two of the parties were not considered to be interested parties
any longer as they were in the process of doing a deal with one another and no longer in a
position to do a transaction with Aurcana, and the other two interested parties expressed no
further interest in the Company given market conditions and other factors. Accordingly, this re-
solicitation process also did not produce any transactions that would allow the Company to repay

the Lender or any refinancing of the debt under the Credit Agreement.

(¢) Further Negotiations with the Lender

62. In addition to the Sales Process, Aurcana continued negotiations with the Lender in
respect of a potential restructuring of the indebtedness owing under the Credit Agreement.
These negotiations led to the execution of the Waivers, which have now expired, and have

ultimately culminated in the Term Sheet and Support Agreement, the details of which are set out

below.
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(d)  Term Sheet

63.  As discussed above, the numerous waivers and extensions granted by the Lender have
now expired, and the Company is again in default under the Credit Agreement, and the Lender is
in a position to enforce its security over all of the assets of the Aurcana Companies, including its

interests in La Negra and Shafter.

64. However, following further negotiations with the Lender, each of the Aurcana Loan
Parties and the Lender entered into a term sheet on October 15, 2015 setting out the terms for the

proposed Restructuring Transaction (the “Term Sheet™).

65.  The Term Sheet, a copy of which is attached hereto as Exhibit “A”, and is appended to
the Support Agreement as Schedule “A”, provides, subject to the terms and conditions set out

therein, for, inter alia:

(@) the extinguishment of the indebtedness under the Credit Agreement (including in
respect of the Additional Advance) in exchange for the transfer of the Mexican

Subsidiary Shares to Newco;

(b) all intercompany claims and indebtedness existing between (i) any of the Aurcana
Loan Parties other than the Mexican Subsidiaries, and (ii) any of the Mexican
Subsidiaries, or between any of the Mexican Subsidiaries amongst themselves,
shall either be transferred (as directed by the Lender) or considered satisfied in

full, in either case as agreed to by the Lender and Aurcana,
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(c)  Newco shall purchase certain additional equipment from Aurcana and certain of
the Guarantors for the purchase price of $3,500,000, payable in two installments
with an upfront payment of $2,500,000 on the date the Transaction is
implemented and $1,000,000 on the earlier of (A) April 30, 2016 or (B) in the
event the equipment is sold by Newco prior to April 30, 2016 for consideration
greater than $3,500,000, the date the equipment is transferred and conveyed by

Newco; and

(d)  payments by Newco of USD$40,000 per month for a total period of 12 months
following the completion of the Transaction, in connection with the provision of
certain consulting services by certain specified officers of Aurcana to Newco in

connection with the operation of the La Negra mine.

66.  Aurcana retains the right under the Term Sheet and the Support Agreement to pay all
amounts outstanding under the Credit Agreement at any time prior to the implementation of the

Restructuring Transaction, should it become able to do so.

67. On October 15, 2015, the Aurcana Loan Parties and the Lender also entered into a
Second Amendment to the Amended and Restated Loan Agreement (the “Second
Amendment”), pursuant to which the Lender agreed to provide an additional $2,500,000 to
Aurcana (the “Additional Advance”). A copy of the Second Amendment is attached hereto as
Exhibit “H”. The Additional Advance is subject to the existing terms of the Credit Agreement,
provided that it can only be used to support operations at the La Negra mine in accordance with a
specified budget and will mature and be repayable on December 31, 2015, subject to the

implementation of the Restructuring Transaction and the Arrangement, in which case the
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Additional Advance will also be cancelled in exchange for the transfer of the Mexican

Subsidiary Shares.

(e) Support Agreement

68. On October 15, 2015, in connection with the Term Sheet, each of the Aurcana Loan

Parties and the Lender also entered into the Support Agreement.

69.  The Support Agreement, a copy of which is attached hereto as Exhibit “A”, requires that
the Restructuring Transaction be implemented by way of a CBCA plan of arrangement in

accordance with the following timeline:

(a) Initiation of Proceedings — the initiation of these proceedings by no later than

October 30, 2015;

b) Approval of the Plan of Arrangement — the approval of the Plan of Arrangement

by the court by no later than November 13, 2015; and

(c) Transaction Implementation — the implementation of the Plan of Arrangement by

no later than December 4, 2015.

70.  Pursuant to the Support Agreement, the Lender has agreed to support the completion of
the Restructuring Transaction, the Arrangement, the Plan of Arrangement and any other action
that could reasonably be expected to facilitate the Restructuring Transaction or the Arrangement
in accordance with the timeline set forth above. The Lender has also agreed under the Support
Agreement to (i) not accelerate, enforce, take any action or initiate any proceeding to accelerate

or enforce the payment or repayment of any debt of the Aurcana Loan Parties; (ii) forbear from
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exercising any default-related rights, remedies, powers or privileges, or instituting any
enforcement or collection actions; and (iii) consent to a stay of any existing or potential defaults
under the Credit Agreement, pending implementation of the Arrangement on the timeline set
forth above. Pursuant to the Support Agreement, the Applicants and the other Aurcana
Companies and the Lender have also entered into an Arrangement Agreement in respect of the
Arrangement and the Restructuring Transaction. A copy of the Arrangement Agreement is

attached hereto as Exhibit “I”.

IV. DESCRIPTION OF THE ARRANGEMENT
(a) Effect of the Arrangement
(i) Effect of the Arrangement on the Lender

71.  Pursuant to the Arrangement, all of the debt obligations under the Credit Agreement
(including the Additional Advance) and the Guarantees will be fully and finally settled and
extinguished by the transfer to Newco of the shares held by Aurcana in the Mexican Subsidiaries
(the “Mexican Subsidiary Shares”). In addition, on closing, (i) Newco will assume contractual
obligations that the Aurcana Companies have in connection with the operation of the La Negra
mine that will be set out in a schedule to be agreed upon among the Aurcana Companies and the
Lender and (ii) the Arrangement will also provide for the assignment or release of intercompany
claims and indebtedness owing between the Aurcana Companies, as they relate to the Mexican

Subsidiaries (collectively, the “La Negra Obligations”).
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(i) Unaffected Obligations

72.  Other than the outstanding indebtedness under the Credit Agreement, and the La Negra
Obligations, any other obligations and indebtedness of the Aurcana Companies are not affected
by or involved in the Arrangement. Trade debt and obligations to employees generally will all

continue to be paid or satisfied in the ordinary course.

73.  In addition, the Arrangement does not affect the Common Shares of the Company, which
will continue to be held by the existing shareholders of Aurcana, and does not result in any

dilution to the sharcholders.

(b)  Steps of the Arrangement

74.  The specific steps of the Arrangement (which forms part of the overall Transaction) are
set out in section 4.2 of the Plan of Arrangement. If approved, the Plan of Arrangement will

become effective and be binding on the Aurcana Companies, the Lender and Newco at the

Effective Time.

75. Pursuant to the Plan of Arrangement, on the Effective Date, all of the outstanding
obligations under the Credit Agreement and the Guarantees will be irrevocably and finally
settled and extinguished. As of the Effective Date, the capital structure of Aurcana will consist
of only the Common Shares. The Mexican Subsidiary Shares shall be held, as of the Effective
Date, by Newco. All other assets of the Company, including Shafter, will be retained by the

Company and its existing shareholders.
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76.  On the Effective Date, Aurcana and Aurcana ArrangeCo will be amalgamated into

Aurcana.

(c) Process for the Arrangement

77.  Prior to entering into the Restructuring Transaction, the Company obtained numerous
extensions and waivers from the Lender. In addition, the Company carried out the extensive
Sales Process to determine if any other transactions were available for the Company and its
stakeholders. In the view of the Board of Directors and the Special Independent Committee, the
Restructuring Transaction represents the optimal and only executable transaction available to the

Company under the circumstances.

78.  Accordingly, the Company entered into the Support Agreement with the Lender on
October 15, 2015, which it announced in a news release issued on the morning of October 16,
2015. A copy of the Company’s news release dated October 16, 2015 is attached hereto as

Exhibit “B”. The October 16, 2015 news release:

(@) set out the key elements of the Restructuring Transaction and informed
stakeholders of the Company’s intention to implement the Restructuring
Transaction pursuant to a Plan of Arrangement to be approved by the court

pursuant to the CBCA;

b) announced that Aurcana’s shareholders would retain their existing shareholdings
in the Company following completion of the Restructuring Transaction, and that
as part of the Plan of Arrangement to be submitted to the court, there would be no

shareholder vote; and
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(c) announced that the Company intended to proceed with the application for court
approval of the proposed Plan of Arrangement in the second week of November

2015.

79.  On October 19, 2015, the Company issued a letter to its shareholders providing additional
detail concerning the Restructuring Transaction, a copy of which posted on the Company’s
website. A copy of the Company’s letter to shareholders dated October 19, 2015 is attached

hereto as Exhibit “C”.

80. On October 19, 2015, the Company also issued a news release announcing that it would
hold an investor conference call on October 21, 2015 to provide additional detail to shareholders
concerning the Restructuring Transaction. A copy of the Company’s news release dated October

19, 2015 is attached hereto as Exhibit “D”.

81. The investor conference call (the “Investor Call”) was held on October 21, 2015 with
over 20 participants. I chaired the Investor Call and provided additional information to the

participants concerning:
(a) the events that led up to the Restructuring Transaction;
(b) the details of the Restructuring Transaction;
(c) the process that the Company followed in developing the transaction;

(d)  the process that the Company will follow in the coming weeks for court approval

of the transaction; and
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(e)  the Company’s search for alternative transactions,

all as described in this my Affidavit. An audio play-back of the investor call is available for two
weeks, until November 4, 2015, pursuant to play-back instructions set out in the Company’s

October 19, 2015 news release.

82.  On October 23, 2015, a redacted copy of the Support Agreement, which appends the
Term Sheet, was filed on SEDAR. A copy of the redacted version of the Support Agreement

filed on SEDAR is attached hereto as Exhibit “A”.

83.  This morning, the Company issued a news release announcing that it would be
commencing the CBCA proceedings today and providing further details concerning the court
process for approval of the Arrangement, including the details of the time and location of the
court hearing to consider the Arrangement. A copy of the Company’s news release dated

October 30, 2015 is attached hereto as Exhibit “E”.

V. RELIEF REQUESTED AND PROPOSED FINAL ORDER

84.  Aurcana respectfully requests that this Court grant the Final Order, a draft of which is

attached at Tab “3” to the within Application Record.

(a)  Arrangement within the Meaning of s. 192 of the CBCA

85.  The purpose of the Arrangement is to effect the Restructuring Transaction, which will
exchange all of the Company’s debt obligations owing to the Lender under the Credit Agreement
for the Mexican Subsidiary Shares held by Aurcana, and result in Aurcana becoming free of

senior secured debt and having sufficient working capital both to meet near-term obligations and
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continue as a going-concern. The Arrangement is therefore the best alternative available to the
Company in the circumstances and is critical to Aurcana’s continued existence. Without the
Restructuring Transaction, the Lender would be in a position to enforce on all of its security, and

not just the Mexican Subsidiary Shares.

86. 1 am advised by counsel to Aurcana and verily believe that, as CBCA corporations,
Aurcana and Aurcana ArrangeCo are permitted to avail themselves of the provisions of section
192 of the CBCA, and are therefore permitted to apply to the Court under section 192(3) of the

CBCA for a court order approving an arrangement.

(b)  Solvency Requirement

87.  As discussed above, Aurcana has not paid certain amounts due and owing under the
Credit Agreement. Although the current realizable value of Aurcana’s assets appears not to
exceed the aggregate of its liabilities and stated capital, upon completion of the Restructuring

Transaction pursuant to the Arrangement:

(a) all of Aurcana’s debt obligations under the Credit Agreement will be
extinguished, resulting in Aurcana becoming a company free of senior secured

debt;

b Aurcana will receive additional funding through the non-core Asset Sales and
monthly payments on the Services Agreements that form part of the Restructuring

Transaction; and
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(©) Aurcana will, as a result of the Restructuring Transaction and the Arrangement,

have sufficient working capital to meet its near-term obligations.?

88.  Accordingly, upon implementation of the Plan of Arrangement, Aurcana will be solvent

because:
(a) Aurcana will not be unable to pay its liabilities as they become due; and

(b) the realizable value of the assets of Aurcana will not be less than the aggregate of

its liabilities and stated capital.

89. In addition, Aurcana ArrangeCo has no liabilities and is solvent — now, at the time of the

hearing for the Final Order and following implementation of the Arrangement.

() Practicability Requirement

90.  The Arrangement is to be effected in accordance with a number of steps that are to occur
in the order set out in the Plan of Arrangement, and in a manner that is advantageous to Aurcana

and its stakeholders.

9].  Aurcana has elected to proceed by way of statutory plan of Vzarrangement under section
192 of the CBCA as the most efficient, practicable and advantageous means of completing the

Restructuring Transaction for Aurcana and its stakeholders.

3 A copy of Aurcana’s most recent Financial Statements is appended hereto as Exhibit “J”
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(d) Notice to the Director

92. I am informed by counsel to Aurcana that, in accordance with section 192(5) of the
CBCA, the CBCA Director has been given notice of the within application and was provided

with advance, draft copies of the Applicants’ application materials.

93. The CBCA Director has advised Aurcana’s counsel that the CBCA Director does not

intend to appear at the hearing for the within application.

(e) Support for the Restructuring Transaction
(i) CBCA Fairness Opinions from Primary Capital

94,  Primary Capital Inc. (“Primary Capital”) has provided the Special Independent
Committee with an opinion that as of October 15, 2015, and based upon and subject to the
various considerations set forth in the opinion, the Restructuring Transaction is fair, from a
financial point of view, to the Company. A copy of this fairness opinion is attached hereto as

Exhibit “K”.

95.  Primary Capital has also provided the Special Independent Committee with an opinion
that as of October 15, 2015, and based upon and subject to the various considerations set forth in
the opinion, the shareholders of the Company would be in a better financial position under the
Arrangement than if the Company were liquidated. A copy of this additional opinion is attached

hereto as Exhibit “L.”.

96. A statement of Primary Capital’s qualifications is attached hereto as Exhibit “M”.
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(i) Approval of the Transaction and the Arrangement by the Board of
Directors

97.  The Board of Directors established the Special Independent Committee, which, following

detailed discussions with legal and financial advisors, approved and recommended the

Arrangement and the proposed Restructuring Transaction to the Board of Directors.

98.  The Special Independent Committee and the Board of Directors unanimously approved

the Arrangement. In coming to their decision, the Board of Directors and the Special

Independent Committee considered the opinions provided by Primary Capital and various other

factors, including:

@)

(b)

©

(d

(e)

the challenges that the Company has faced for the past number of years, including

liquidity challenges and the volatility of metals prices;

the various alternatives that Aurcana has explored to address its financial situation
over an extended period of time, including the Sales Process and extensive

discussions and negotiations with the Lender;

the Company’s default under the Credit Agreement and the ability of the Lender

to enforce on its security absent implementation of the Restructuring Transaction;

the Company’s lack of capital and funds to repay its obligations under the Credit

Agreement;

the fact that the Support Agreement and Term Sheet have been heavily negotiated

by the Company, the Lender and their respective advisors;
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® the elimination of all of the debt obligations under the Credit Agreement and the
Guarantees that will result from the successful implementation of the

Arrangement;

(g) the ability of the Company to continue with the necessary working capital to meet
its near-term obligations and continue as a going concern, following the

implementation of the Arrangement; and

(h)  the consequences to the Company and its stakeholders, including particularly its
shareholders, of a failure to implement the Restructuring Transaction and the

Arrangement.

99.  Following consideration of all of the foregoing factors, the Board of Directors and the
Special Independent Committee unanimously determined that the Arrangement is the optimal

alternative available in the circumstances, and voted to approve the Arrangement.

(iii)  Stakeholder Support

100. The Lender is the Company’s sole lender under the Credit Agreement. The Lender is
fully supportive of the Restructuring Transaction and has executed the Support Agreement in
connection therewith, pursuant to which it has also agreed not to enforce its security in
connection with the Credit Agreement during the term of the Support Agreement. However, the
Lender will be in a position to terminate the Support Agreement and to enforce on its security in
respect of the Company’s assets absent the implementation of the Arrangement in accordance

with the timeline set forth in the Support Agreement.
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101. The circumstances facing the Company and the timeline agreed to pursuant to the
Support Agreément do not afford the Company the time to, among other things, call a meeting of
its shareholders, prepare an information circuiar and conduct a shareholder vote. As discussed,
absent the completion of the Restructuring Transaction pursuant to the Plan of Arrangement, the
Lender will be in a position to enforce on its security in connection with the Credit Agreement,
in which case the shareholders of Aurcana would not be entitled to any recovery or vote in
respect thereof. The Restructuring Transaction provides a better alternative to enforcement steps
by the Lender because, following completion of the Restructuring Transaction, Aurcana will be
free of senior secured debt and will have sufficient working capital to meet its near-term

obligations and continue as a going concern.

102. In my view, the Company has explored all potential strategic alternatives, including
conducting the comprehensive Sales Process which did not ultimately result in any formal offers
for purchase of or investment in the Company. The results of the Sales Process demonstrated
that the Company could not be sold as a going concern for sufficient value to be distributed to

shareholders following the repayment to the Lender of amounts outstanding and in default under

the Credit Agreement.
(iv)  Discussions with the TSXV
103.  As discussed above, Aurcana is listed on the TSXV.

104. 1am advised by counsel that the TSXV rules provide that where a company listed on the
TSXV proposes to sell over 50% of its assets, a shareholder vote is generally required, unless a

waiver is obtained from the TSXV.
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105. On October 15, 2015, counsel and I spoke with representatives of the TSXV and
informed them of the matters surrounding the Company and the proposed Restructuring
Transaction and that, based on such matters and under the circumstances, the Company was not
seeking a shareholder vote to approve the Restructuring Transaction, but rather court approval of

the Arrangement pursuant to section 192 of the CBCA.

106. Following this discussion, the TSXV representatives advised the Company that, based on
the circumstances and the proposal to obtain court approval of the Arrangement, the TSXV did
not require a shareholder vote in respect of the Restructuring Transaction and/or the

Arrangement.
v) Notice to Shareholders

107.  As discussed above, following the execution of the Support Agreement and the Second
Amendment on October 15, 2015, the Company issued a news release announcing the
Restructuring Transaction and Second Amendment. The news release, a copy of which is
attached hereto as Exhibit “B”, provided the key elements of the Restructuring Transaction, and
informed stakeholders of the Company’s intention to implement the Restructuring Transaction
pursuant to the Plan of Arrangement. The news release additionally announced that Aurcana’s
shareholders will retain their existing shareholdings in the Company following completion of the
Restructuring Transaction, and that as part of the Plan of Arrangement to be submitted to the
court for approval, there would be no shareholder vote. The news release stated the Company’s
intention to proceed with an application before the Court in respect of the Plan of Arrangement

by the second week of November 2015.
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108. In addition, on October 19, 2015, Aurcana issued a letter to its shareholders, a copy of
which is attached hereto as Exhibit “C”, that was posted on the Company’s website, further
detailing the Restructuring Transaction and the Arrangement, and advising shareholders directly
that the Arrangement will not affect the Common Shares of the Company and that, as part of the

Plan of Arrangement to be submitted to the applicable court, there would be no shareholder vote.

109. On October 19, 2015, the Company also issued a news release, a copy of which is
attached hereto as Exhibit “D”, announcing that it would hold the Investor Call on October 21,

2015 to provide additional detail to shareholders concerning the Restructuring Transaction.

110.  The Investor Call was held by teleconference on October 21, 2015, the purpose of which
was for management of Aurcana to provide further detail to shareholders concerning the
Restructuring Transaction and address questions received to date from shareholders regarding
the Restructuring Transaction. As discussed above, I chaired the Investor Call and provided

additional information to over 20 participants concerning:
(a) the events that led up to the Restructuring Transaction;
(b)  the details of the Restructuring Transaction;
(c)  the process that the Company followed in developing the transaction;

(d)  the process that the Company will follow in the coming weeks for court approval

of the transaction; and

(e) the Company’s search for alternative transactions,
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all as described in this my Affidavit.

111. As announced to shareholders on October 15, 2015, the Company is now filing this
application for court approval of the Restructuring Transaction and the Arrangement, returnable
to the court on November 13, 2015, which has also been communicated to shareholders in the
news release issued by the Company this morning, a copy of which is attached hereto as Exhibit
“E”  This news release included details of the time and location of the hearing to consider
approval of the Arrangement and the Company will also promptly post copies of its application

materials on the Company’s website.

112. The Company has chosen this timeline in order to provide its shareholders with a further
period of time during which to consider the Arrangement and determine whether any such

shareholder wishes to appear at the within hearing.

113. The Applicants believe that they have duly given shareholders appropriate time, notice
and information regarding the Arrangement and the process for court approval of the
Arrangement pursuant to section 192 of the CBCA, in accordance with the deadlines established

under the Support Agreement, which were negotiated.

Vvl. CONCLUSION

114. The Applicants believe that the Arrangement and the Restructuring Transaction are the
best alternatives available to the Aurcana Companies and their stakeholders in the circumstances,
and the only executable alternative or transaction available to the Aurcana Companies and their

stakeholders under the circumstances.
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115. Absent implementation of the Arrangement, the Lender will be in a position to enforce on
all of its security to the detriment of the Company’s shareholders. The Board of Directors and
the Special Independent Committee have therefore, with the assistance of their legal and
financial advisors, concluded that the Arrangement and the Restructuring Transaction are in the
best interests of the Company and its stakeholders, as the alternatives that will best preserve

value and allow the Company to continue operating as a going concern.

116. Accordingly, I swear this affidavit in support of the Applicants® application for approval

of the Arrangement.

SWORN before me at the City of )
Vancouver, on October 30, 2015

T bl |

Kevin Drover

J. MORGAN HAY
AXIUM LAW CORPORATIOR
Barrister and Sollclsor
Sults 910 - 800 West Ponder Strest
Vancouver, BC V6C 2Vé
Phones 604-685-6100 Raxs 604-602-4900
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A Comm1ssmn of QOath

J. MORGAN HAY
AXTUM LAW COR!ORATION
Barrister end
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Support Agreement

This support agreement (this “Agreement”), dated as of October 15, 2015 sets out the agreement among
Aurcana Corporation (the ‘Company”), Silver Assets, Inc., Rio Grande Mining Company, Shafter
Properties Inc., Cane Silver Inc., Perforadora Aurcana S. de R.L. de C.V., Minera Aurcana S.A. de C.V,,
Minera La Negra, S.A. de C.V., Real de Maconi, S.A. de C.V. (collectively, the "Guarantors” and,
together with the Company and the Applicant, the “Aurcana Group”), and Orion Mine Finance (Master)
Fund | L.P., by its general partner Orion Mine Finance GP | Limited (‘Orion”), regarding the principal
aspects of the Transaction (as defined and more fully described in the term sheet attached as
Schedule "A” hereto (the “Term Sheet”)). Orion, Newco (as defined below) (following entry into a joinder
in the form attached hereto as Schedule “B") and the Aurcana Group are collectively referred to as the
“Parties” and each is a “Party”. . : ‘ o '

1..  Definitions
In this Agreement, unless otherwise stated or unless the subject matter or context otherwise requires:

“Business Day” means any day, other than a Saturday or Sunday or a statutory or civic holiday, that
banks are open for business in Toronto, Ontario and New York, New York.

“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended.

“Credit Agreement” means the amended and restated .credit facility agreement dated April 29, 2014
entered into by Aurcana, Orion, and each of the Guarantors (as the same may have been and may
further be amended, restated, modified or varied from time to time).

“Effective Time” means the time on the Implementation Date that the Transaction is implemented.

‘Excepted Taxes” means an'y taxes that the Aurcana.Group has not paid with the written consent of
Orion.

“Final Order’ means the order of the Court approving the Plan.

“‘Governmental Entity” means any government, regulatory authority, governmental depariment, agency,
commission, bureau, official, minister, crown corporation, court body, board, tribunal or dispute settlement
panel or other law, rule or regulation-making organization or entity: (a) having or purporting to have
jurisdiction on behalf of any nation, province, territory or state or any other geographic or political
subdivision of any of them; or (b) exercising, or entitled or purporting to exercise any administrative,
executive, judicial, legislative, policy, regulatory or taxing authority or power.

“Implementation Date” means the date on which the Plan is implemented.

“Material Adverse Change” means any change, development, effect, event, circumstance, fact or
occurrence that individually or in the aggregate with other such changes, developments, effects, events,
circumstances facts or occurrences is or would reasonably be expected to be materially adverse to the
assets, properties, business, operations or liabilities of the Mexican Subsidiaries (as defined in the Term
Sheet).except, any change, development, effect, event, circumstance, fact or occurrence resulting from or
relating. to: (a) any change in generally accepted accounting principles as applied in the relevant
jurisdiction; (b)-any change in currency exchange rates or commodity prices; (c) any adoption, proposal,
implementation or change in applicable laws or any interpretation thereof by any Governmental Entity
(provided that in the case of (b) and (c) above, such conditions do not have a materially disproportionate
effect on the Mexican Subsidiaries relative to other companies in their industry); (d) the execution,
announcement or performance of this Agreement, the Term Sheet, the Plan or any other related
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agreement and the cornpletion of the transactions contemplated thereby; (e) the failure, in and of itself, of
any entity in the Aurcana Group to meet any internal or public projections, forecasts or estimates of future
revenues or future earnings; (f) any action taken by any entity in the Aurcana Group which is
contempiated in this Agreement or is consented to by Orion; or (g) any change in the market price or
trading volume of any: securities of the Aurcana Group (it being understood that the causes underlying
such change in market price or.trading volume (other than those in items (a) to (f) above) may be taken
mto account in determlnmg whether a Matenal Adverse Change has occurred).

““Newco” means a newly incorporated aff|I|ate of Orlon that has entered |nto a Jomder in the form attached
hereto as Schedule “B". L o

“Obligations” has the‘ meaning ascribed thereto in the Credit Agreement.
“‘Other Transaction” means a transaction that is an alternative to the Transaction.

“Person’ means anrindividual, a' corporation, a partnership, a limited liability company, a trust, an
unincorporated .association, a Governmental Entity or any agency, instrumentality or political subdivision
of a Governmental Entity, or any other entity or body.

2. Transaction

The Transaction is tg.be effected pursuant to a Pian of Arrangement under the CBCA (the “Plan”).. The
principal aspects of the Plan are set out in the Term Sheet. The Term Sheet is incorporated herein and
made a part of this- Agreement. In the case of a conflict between the provisions contained in the text of
this Agreement and the Term Sheet, the terms of this Agreement shall govern.

The Company may-take all necessary steps to implement the Transaction through such other legislation
orin such other manner as the Company and Orion may agree (the “Alternative Transaction”); provided
that any such Alternative Transaction is completed on or prior to the Outside Date, and the provisions of
this Agreement shall apply, mutatis mutandis, to the Alternative Transaction.

3. ‘Orion’s Representations and Warranties

Orion here’by represents to the Company and the Guarantors as foliows, and acknowledges that each of
the Company and Guarantors is relying upon such representations and warranties in entering into this
Agreement and propcsing the Transaction or any Plan of which the Transaction is a part: ‘

a) Orion is the sole legal and beneficial owner of the Obligations;

b) Orion has been duly created, is validly existing and in good standing under the Iaws of its
" jurisdiction of creation; it has the requisite power, authority and capacity and has received all
requisite approvals to execute and deliver this Agreement and to perform its obligations
hereunder; ‘

c) this Agreement has been duly executed and delivered by Orion and constitutes a legal, valid and
binding obligation of Orion, enforceable against Orion in accordance with its terms, subject to
bankruptcy, insolvency and other similar laws affecting creditors’ rights generally, and to general
principles of equity;

d)' the execution and delivery by Orion of this Agreement and performance by Orion of its obligations
under this Agreement:

i. are within its corporate, partnership, limited partnership or similar power, as applicable;
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| ii. have beeh,duly authorized by all necessary corporate, partnérship, limited partnership or

similar action, as applicable, including all necessary consents of the holders of its equity
or other participating interests where required; and

iii. do not (A) contravene its certificate of incorporation, articles, by-laws, membership
: agreement, fimited partnership ‘agreement or other constating documents, as applicable,
(B) violate or-conflict with any judgment, order, notice, decree, statute, law, ordinance,
rule or regulation applicable to it or any of its properties or assets, or (C) conflict with or
result in the breach or violation of, or constitute a default under, or require a .consent

under, any contract material to Orion;

Orion has the sole and exclusive right to enter into this Agreement and to transact in respect of

- . the Obligations as contemplated herein. Except as expressly provided herein, none of the
- Obligations are subject to any proxy, power of attorney, attorney-in-fact, voting trust, vote pooling

or other agreement with respect to the right to vote, call meetings of securityholders or give

- consents or approvals of any kind. If not the beneficial owner of the Obligations, Orion has the

power. and authority to bind the beneficial owner of such Obligations;

Orion.is a sophisticated party with sufficient knowledge and experience to evaluate properly the
terms and conditions of this Agreement; it has conducted its own analysis and made its own
decision to enter into this Agreement and has obtained such independent advice in this regard as
it deemed appropriate, and it has not relied in such analysis or decision on any person other than
its own independent advisors; and

there is no proceeding, claim or investigation pending before any Governmental Entity, or, to the
knowledge of Orion, threatened against Orion or any of its properties that, individually or in the
aggregate, could reasonably be expected to have a material adverse effect on Orion’s ability to
execute and deliver this Agreement and to consummate the transactions contemplated by this
Agreement.

Orion’s Covenants

Orion hereby covenants and irrevocably -agrees that from the date hereof until the termination of this
Agreement in accordance with its terms:

a)

b)

d)

Orion consents and agrees to the terms and conditions of, and the transactions contemplated by,

this Agreement;

Orion shall not sell, assign, lend, pledge, hypothecate or otherwise transfer any of the Obligations
or any rights or interests therein (or permit any of the foregoing with respect to any of the
Obligations) or enter into any agreement, arrangement or understanding in connection therewith
except: (i) with respect to security generaily applying to Orion’s investments which does not
adversely affect Orion’s ability to perform its obligations under this Agreement; or (i) a transfer to
any affiliate of Orion provided such affiliate agrees to be bound by the terms of this Agreement
with respect to the Obligations that are the subject of such transfer;

except as contemplated by this Agreement, Orion shall not deposit any of the Obligations into a
voting trust, or grant (or permit to be granted) any proxies or powers of attorney or attorney in
fact, or enter into a voting agreement, understanding or arrangement, with respect to the voting of
the Obligations if such trust, grant, agreement, understanding or. arrangement would in any

manner restrict the ability of Orion to comply with its obligations under this Agreement;

in any circumstances upon which a vote, consent or other approval (including by written consent
in lieu of a vote) with respect to the Transaction or the Plan is sought under the CBCA or

“otherwise, Orion shall cause the Obligations to be counted as present for purposes of
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establishing ¢quorum and shall vote all of the Obligations in favour of the approval, consent,
ratification and/or adoption of the Transaction, the Plan, or any other matter that could reasonably
be expected to facilitate the Transaction or the Plan;

Orlon shall not propose, take, solicit or direct, and shall vote (or cause to be voted) all of the
Obligaticns against, and not otherwise support (and instruct its advisors not to support), any

“action that is intended or could reasonably be expected to impede; interfere with, delay, postpone
or. discourage the Transaction, including without limitation any alternative offer, restructurmg,

fiquidation, workout or ‘plan of compromise or arrangement -or reorganization of or for the
Company, including any proceeding under the Companies’ Creditors Arrangement Act or
otherwise, that is inconsistent with the Transaction;

Orion shall support and use commercially reasonable efforts to complete the Transaction, the

. Plan, and any:other action that could reasonably be expected to facilitate the Transaction or the

Plan, including, without' limitation, by negotiating -in good faith and executing any and all
documents and using commercially reasonable efforts to settle any conditions to the Transaction
that are to-be satisfied in order to consummate the Transaction;

Orion shall not take or omit to take any action, directly or indirectly, inconsistent with this
Agreement or that would frustrate or hinder the consummation of the Transaction;

QOrion shall: -

i. not accelerate or enforce or take any action or initiate any-proceeding to accelerate or
enforce the payment or repayment of any debt of the Aurcana Group (including for
greater certainty in respect of the Obligations) , whether against the Aurcana Group or
any property of the Aurcana Group; ‘

i forbear from exercising any default-related rights, remedies, powers or privileges; or-from

: instituting any enforcement. actions or collection actions with respect to any obligations
-under-the Credit Agreement whether against the Aurcana Group or any of the Aurcana
‘Group s property; and - :

iii. consent to a stay of any existing and potential defaults under the Credit Agreement;

Orion agrees to the existence and factual details of this Agreement being set out in any public
disclosure made by the Company, including press releases and Court materials, provided that
such public disclosure is approved by Orion, acting reasonably;

notwithstanding anything else contained herein, Orion agrees that, if the conditions precedent to
the Transaction and the Plan are not satisfied or waived pursuant to this Agreement and the Plan,
it shall support the Alternative Transaction and that its covenants in this Section 4 shall apply to
the Alternative Transaction provided that any such Alternative Transaction is completed on or
prior to the Outside Date; and

notW|thstand|ng anything else contained herein, Orion agrees that the Aurcana Group shall at all
times have the right to take any steps and actions to repay in full, and/or to enter into a
transaction that provides for the repayment in full of, all Obligations outstandmg to Orion under
the Credit Agreement. ‘

Service Arrangements

Conditional upon implementation of the Plan and in exchange for Aurcana making available KK

and

ﬂ (the “Newco Consultants”) pursuant to an agreement acceptable to Newco (the

“Newco Consulting Agreements”), pursuant to which the. Newco Consultants shall agree to provide



services to Newco as consultants in connection with the operations of the Mexican -Subsidiaries for a total
period of twelve (12) months following the Implementation Date, Newco will pay to the Company an
amount of US$40,000 on each monthly anniversary of the Implementation Date (or the first Business Day
following the monthly anniversary of the Implemen

i i tation Date) for a period of 12 months (the “Monthly
Post-Closing Payment’); ‘provided that: (i) if eitt“ceasetobe
employed by the Company in their capacities as and
respectively, and therefore are not made available by the Company to provide the consulting services
under the Newco Consulting Agreements, the Monthly Post-Closing Payment shall decrease by $10,000

er month for all payments following the cessation of such employment; and M and
_0%363 to be employed by the Company in their capacities as and
. respectively, and therefore are not made available by the Company to provide the

consulting services under the Newco Consulting Agreements, the Monthly Post-Closing Payment shall
decrease by US$20,000 per month for all payments following the cessation of such employment.

All rights and obligatiohs under this Section 4A shall terminate upon:

a) a Cﬁange of Control of Aurcana or any member ‘of the’ Shafter Group (together, the “Impacted

Parties”); or
b) the frltng by any party of proceedings in respect of an Impacted Party under any insolvency

legislation, mcludrng, without limitation, the Compan/es Creditors ArrangementAct

For the purposes of this Agreement, “Change of Control” means the occurrence of 'any of the following:
(a) the direct or indirect sale, transfer, conveyance or other disposition (other than by way of merger or
consolidation), in one or a series of related transactions, of all or substantially all of the properties or
assets of an Impacted Party to any person; or (b) the adoption of a plan relating to the liquidation or
dissolution of any Impacted Party; or (c) any person or group becomes the owner or has the right to
become the owner, in each case directly or indirectly, of 50% or more of the voting power, voting
securities or equity securities of any Impacted Party; or (d) any Impacted Party amalgamates or
consolidates with, or merges with or into, any person (other than another Impacted Party), or any person
consolidates with, or merges with or such Impacted Party, in any such event pursuant to a transaction in
which any of the outstanding voting securities of such Impacted Party or such other person.is converted
into or exchanged for cash, securities or other property (other than securities of an Impacted Party); or (e)
a replacement of more than 50% of the members of the board of directors of an Impacted Party that is not
approved by a majority of those individuals: who are members of such board immediately prior to such
replacement; or (f) the execution by any Impacted Party or its controlling shareholders of an agreement
providing for or that will result in any of the foregoing events.

For purposes of this Agreement, the “Shafter Group” means Silver Assets, Inc., Rio Grande Mining
Company and Shafter Properties Inc.

5. Aurcana Group Representations and Warranties

Each ‘entity in the Aurcana Group represents and warrants to Orion as follows, and acknowledges that
Orion is relying upon such representations and warranties in entering into this Agreement and agreeing to
support the Transaction:

a) it has been created and is vaI|dIy exrstlng under the laws of its Jurrsdlctlon of creat|on it has the
requisite power, authority and capacity and, has received all requ13|te approvals to execute and
deliver this Agreement and to perform its obl|gat|ons hereunder,

b) this Agreement has been duly executed and delivered by it and constitutes a legal, valid and
binding obligation, enforceable against it in accordance with its terms, subject to bankruptcy,
‘insolvency and other similar laws affecting creditors’ rights generally, and to general principles of
equity;
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neither the execution and delivery of this Agreement by it, the consummation by it of the
transactions contemplated hereby nor the compliance by it with any of the provisions hereof will
result in any breach of, or constitute a default (or an event which with notice or lapse of time or
both would become a default) under any proV|S|on of its constatlng documents

there is no proneedlng claim or investigation pending before any Governmental Entlty, or, to |ts
knowledge, threatened against it or-any of-its properties that, individually or.in the aggregate,
would reasonably be expected to have a material adverse effect on such entity’s ability to execute
and deliver this: Agreement and to consummate the transactions contemplated by this Agreement
and :

it is a sophisticated party with sufficient knowledge and experience to evaluate properly the terms
and conditions of this Agreement; it has conducted its own analysis and made its own decision to
enter into this Agreement and has obtained such independent advice in this regard as it deemed
appropriate, and it has not relied ln such analysis or decision on any person other.than its own

independent advisors.

Aurcana Group Covenants

Each entity inn the Aurcana Group covenants and irrevocably agress-that from the date hereof
until the termlnatlon of this Agreement in accordance with its terms:

i. it consents and agrees to the terms and conditions of, and the transactrons contemplated
by, thlS Agreement;

ii. it shall pursue and support the completron of the Transactlon in good falth by way of the
Plan

il subject to any order of the Court, it shall (i) do all things that are reasonably necessary
and appropriate in furtherance of, and to consummate and make effective,  the
Transaction and the. Plan, including, -without limitation, using reasonable best efforts to
satisfy the conditions precedent set forth in this-Agreement; and (i) not take any action,
directly ‘or indirectly, that is materially inconsistent with, or is intended or is likely to
interfere with the consummation of, the Transaction and the Plan, except as required by
applicable law or by any other Governmental Entity having jurisdiction over the Company
or the Appllcant

iv. it shall comply with its covenants under the Loan Documents, except as may have been
or may be agreed to by the Aurcana Group and Orion in wntlng, and subject to any
walvers that have been or may be provided by Orion;

V. it shall promptly (and in any event within one Business Day of receipt by it) notify Orion,
at first orally and thereafter in writing, of any proposal in respect of any Other Transaction
of which it is, or becomes, aware, any request for discussions or negotiations, any.
requests made or responses provided, or any other request for non-public information
relating to the Aurcana Group in connection with any such Other Transaction, or for
"access to the books or records of any entity in the Aurcana Group by any person that
informs such entity in the Aurcana Group that it is considering making, or has made, a
proposal with respect to any Other Transaction and any amendment thereto.

The Company covenants and irrevocably agrees that from the date hereof until the termination of
this Agreement in accordance with its terms:

i the Company agrees to file (together with a newly incorporated entity that shall also be a
party to the Transaction and an applicant in the CBCA proceedings relating to the Plan as
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applicable (the “Applicant”) the Plan on a timely basis consistent with the terms and
conditions of this Agreement, and to use commercially reasonable efforts to achieve the
following timeline:

a. the initiation of proceedmgs as evidenced by filing the appllcatlon seekmg the
Final Order with the court having jurisdiction over the those proceedings (the
“Court”) by no later than October 30, 2015, or such other date as the Company
and Orion may agree in writing, acting reasonably; :

b Vapproval of the Plan by the CourtAby ho ta'telr than November 13, 2015, or such

other date as the Company and Orion may agree in wntlng, acting reasonably;
and .

c - |mplementat|on of the Plan by no later than December 4, 2015 (the “Outside
Date");

~ the Company shall provide draft cepies of all motions or a‘pplicétions and other

documents that the Company or the Applicant intends to file with the Court in connection
with the Transaction, the Plan and the transactions contemplated by any of the

. foregoing, to Orion’s counsel at least two (2) Business Days prior to the date when the

Company or the Applicant intends to file such document (or as soon as possible where it
is not reasonably practicable to provide coples two (2) Business Days in advance).

The Company covenants and irrevocably agrees that from the date hereof until the termination of
this Agreement in accordance with its terms:

except as provided for in the Transaction or the Plan, or as otherwise agreed to in writing
by Orion, it shall not, and shall cause the other entities in the Aurcana Group not to, make
any payment or pay any consideration of any nature or kind whatsoever on account of
any amounts owing under its indebtedness outside of the ordinary.course of business;

it shall, and shall cause the other entities in the Aurcana Group to, conduct their
businesses in the ordinary course to the extent reasonable having regard to their and the
Aurcana Group’s financial condition. Without limiting the generality of the foregoing, it
shall, and shall cause each other entity in the Aurcana Group to, in each case to the
extent reasonable having regard to its and the Aurcana Group’s financial condition:

a. not enter into any material agreement outside of the ordinary course of business,
except as contemplated by this Agreement, the Transaction and the Plan, or as
disclosed to Orion prior to the execution of this Agreement or with the prior

. written consent of Orion, acting reasonably;

b. preserve intact its current business organization, keep available the services of
its employees and maintain good relations with, and the goodwill of, suppliers,
customers, landlords, creditors and all other persons having business
relationships with the Aurcana Group;

C. retain possession and control of its assets and all property used by it in its
business, maintain_in good standing insurance coverage commensurate with
existing coverage and preserve the confidentiality of any confidential or
proprietary information of itself or its business;

d. operate all mines and mining properties owned by it in-the ordinary course
consistent with past practices and policies of the Aurcana Group;
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e.  not enter into any material amendments to any material agreements entered |nto
by it, including without limitation any offtake agreements

f. promptly notify Orlon if any of its variable costs increase materially, including
without limitation costs associated with power or supplies;

Q. o provide Orion with access to k'ey managers of the Aurcana Group;

h. _immediately notn‘y Orion of any material developments in Connectlon with its
business or operations, including without I|m|tatron any actual or threatened
catastroph|c events or labour strikes; .

(A promptly notify Orion if a vendor that is material to its business (i) is in default
under any agreement.with. it, or (ii) has provided notice that it wishes to terminate
its agreement with it; -

J- not enter into any.material agreement without the prior written consent of Orion,
acting reasonably;

k.  notin any manner alter its accounting practices or tax posmon without the prlor
’ written consent of Orion, acting reasonably;

not (A) modify any employee benefit plans; (B) increase the compensation of any

employee, independent contractor, officer or director; or (C) declare, pay or

commit to pay any bonus or any other form of compensation to any employee,

- “independent contractor, officer or director outside of the ordinary course of
- business, without the prior written consent of Orion, acting reasonably;

m. provide Orion with reasonable access to all books and records;

n. other than Excepted Taxes, pay within the time prescribed by applicable tax
‘ legislation the proper amount of instaiments of any taxes;

0. make adequate provision in its financial statements for the taxes which relate to
any taxation year or part thereof ending or arising before. the Implementation
Date or ending as a consequence of the completion of the transactions
contemplated herein which are not yet due and payable and for which tax returns
are not yet required to be filed;

p. withhold from each payment made by it the amount of all taxes and other
deductions required to be withheld therefrom and to pay the same to the proper
tax authority within the time prescribed under any applicable tax legislation; and

q. . to not request from any tax authority an advance tax ruling or determination or
" enter into any arrangements to provide for an extension of time with respect to
the assessment or reassessment of tax or the filing of any tax returns, payment
~ of tax by, or the levying of any governmental charge against, itself, without the
~ consent of Orion, acting reasonably.

Notwithstanding anything contained in this Section 6 or anything else in this Agreement, the
Aurcana Group shall at all times have the right to take any steps and actions to repay in full,
and/or to enter into a transaction that provides for the repayment in full of, all Obligations
outstanding to Orion under the Credit Agreement.
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Termination

This Agreement and the obligations of the Aurcana Group, Orion and Newco (following entry into a
joinder in the form attached hereto as Schedule “B") set out in this Agreement shall terminate:

a)

upon written notice from Orion to the Aurcana Group in the event of a material breach by any
entity in the Aurcana Group of any representation, warranty, covenant or other obligation
provided for in this Agreement, which breach is not cured (if capable of being cured) within five
(5) Business Days after Orion has notified the Aurcana Group of its. lntent to terminate this
Agreement pursuant to this Section 7(a); . .

upon written notlce from the Aurcana Group to the other Parties, in the event of a material breach
by Orion or Newco of any representation, warranty, covenant or other obligation provided for in
this Agreement, which breach is not cured (if capable of being cured) within five (5) Business
Days after the Aurcana Group has notified the other Partles of its intent to termmate this

Agreement pursuant to this Section 7(b)

upon mutual written agreement among the Aurcana Group and Orion;

upon.written notice by a Party to the other Parties if the Transaction and Plan, or the Alternative
Transaction if applicable, shall not have been implemented by the Outside Date;

automatically upon repayment in cash by the Aurcana Group of all Obligations outstanding to
Orion under the Credit Agreement;

automatlcally upon the lmplementatlon of the Plan or the Alternative Transaction if applicable, on
the Implementation Date;

automatically upon the issuance of any final decision, order or decree by a Governmental Entity
which would prevent the completion of the Transaction, or any material part thereof, from
occurring on or before the Outside Date; or

automatically if the CBCA proceedings relatlng to the Plan are dismissed, except in connection
with an Alternative Transaction; provided that any such Alternative Transaction is completed on
or prior to the Outside Date.

In the event of termination of this Agreement pursuant to this Section 7, this Agreement will forthwith
become void and of no further force and effect, and there will be no rights or obligations on the part of any
party or its respective partners, officers, directors, trustees, shareholders or unitholders, as applicable.
For certainty, the representations, warranties, covenants and any other agreements and obligations of the
Parties in this Agreement shall not survive the termination of this Agreement.: Notwithstanding the
foregoing, in the event of termination of this Agreement pursuant to Subsection 7(f), the obligations of
Newco under Section 4A hereof shall survive such termination.

8.

a)

Conditions Precedent

The Transaction shall be subject to the reasonable satisfaction of the following conditions prior to
or at the time the Transaction is implemented, each of which is for the mutual benefit of the
Aurcana Group, on the one hand, and Orion, on the other hand, and may be waived, in whole or
in part, jointly by the Aurcana Group and Orion (provided that such conditions shall not be
enforceable by the Aurcana Group or Orion, as the case may be, if any failure to satisfy such
conditions results from an action, error or omission by or within the control of the Aurcana Group,
if any entity in the Aurcana Group is seeking enforcement, or of Onon or Newco, if-Orion is
seeking enforcement):



- 58

(a) the Plan shall have been approved by the Colirt and by the applicable stakeholders of
the Company and the Applicant, as and to the extent required by the Court or otherwise,
in a form consistent with this Agreement or otherwise acceptable to the Company and
Orion, each acting reasonably; and (b) the Implementation Date shall have occurred no
later than the Outside Date;

all required stakeholder, : regulatory and Court: approvals, consents, waivers and filings
shall have been obtained or made, as applicable, on terms satisfactory to Orion and the
Company, each acting reasonably;,

there shall not be in effect any preliminary or final decision, order or deoree by a
Governmental Entity, no application shall have been made to any Governmental-Entity;
and-no action or investigation shall have been announced, threatened. or commenced by
any Governmental Entity, in consequence of or in connection with the Transaction that
restrains, impedes or prohibits (or if granted would reasonably be expected to restrain,
impede or inhibit), the Transaction or any part- thereof or requwes or purports to requ|re a

" variation of the Transaction; and -

all matters set out in the Term Sheet under the headings: Settlement of Intercompany
Claims, Purchase.of Equipment Located at Shafter Mine (other than the payment of the
USD$1,000,000 to be paid on Aprii 30, 2016); Service Arrangements, Releases,
Definitive Documents and Other Approvals and Conditions shall have beén completed.

The obligations of Orion to complete the Transaction and the other transactions contemplated
hereby are subject to the satisfaction of the following conditions: prior to or at the Effective Time,
each of which is for the benefit 6f Orion and may be waived, in whole or in part, by Orion:

there-shall not-have occurred any Material Adverse Change;

the structure of the Transaction, the terms of the Plan, and the steps required to complete
the Transaction shall be consistent with the terms of this Agreement and the Term Sheet
or otherwise acceptable to Orion, gcting reasonably;

all of the following shall have been in a form consistent with the terms of this Agreement
and the Term Sheet or otherwise acceptable to Orion, acting reasonably, at the time of
their filing or issuance: (i) all materials filed by any entity in the Aurcana Group with the
Court or any court of competent jurisdiction in Canada or any other jurisdiction that
relates to the Transaction; (ii) the Plan; (i) any order of the Court approving the Plan;
and (iv) any other order granted in connection with the Transaction by the Court or any
other-court of competent jurisdiction in Canada or any other jurisdiction (including, W|thout
limitation, any order amending any of the foregoing orders or documents);

the Aurcana Group shall have complied in all material respects with its covenants and
obligations in this Agreement (including for certainty the Term Sheet) that are to be
performed on or before the Implementation Date and each entity in the Aurcana Group
shall have provided Orion with a certificate signed by an officer, certifying compliance
with this Section 8.b)iv as of the Implementation Date; and

the representations and warranties of the Aurcana Group set forth in this Agreement shall
be true and correct in all material respects as of the Implementation Date with the same
force and effect as if made at and as of such time, except that representations and
warranties that are given as of a specified date shall be true and correct as of such date,
except as such representations and warranties may be affected by the occurrence of
events or transactions contemplated and permitted by this Agreement and each entity in

10
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the Aurcana Group shall have provided Orion with a certificate signed by an officer,
certifying compliance with this Section 8.b)v as of the Implementation Date.

c) The obligations of the Aurcana Group to complete the Transaction and the other transactions
contemplated hereby are subject to the satisfaction of the following conditions prior to or at the
Effective Time, each of which is for the benefit of the Aurcana Group and may be waived, in
whole or in part, by the Aurcana Group:

Newco shall enter into a joinder agreement in the form attached aé Sc-hedule ‘B" hereto
as soon as practicable foIIowmg the incorporation of Newco and in any event prior to the
Outside Date;

the structure of the Transaction, the terms of the Plan, and the steps required to complete
the Transaction shall be consistent with the terms of this Agreement and.the Term Sheet
or otherwise acceptable to the Aurcana Group, acting reasonably; -

— all of thé following shall have been in a form consistent with the "tefr"ns of this Agreement

and the Term Sheet or otherwise acceptable to the Aurcana Group, acting reasonably, at
the time of their filing or issuance: (i) the Plan; (ii) any order of the Court approving the

.. Plan; and (iii) any other order granted in connection with the Transaction by the Court or

any other court of competent jurisdiction in Canada or any other jurisdiction (including,
without limitation, any order amending any of the foregoing orders or documents);

Orion shall have complied in all material respects with its covenants and obligations in
this Agreement (including for certainty the Term Sheet) that are to be performed on or
before the Implementation Date and Orion shall have provided the Aurcana Group with a
certificate signed by an officer, certifying compliance with this Section 8.c)iv as of the
Implementation Date; and

the representations and warranties of Orion set forth in this Agreement shall be true and
correct in all material respects as of the Implementation Date with the same force and
effect as if made at and as of such time, except that representations and warranties that
are given as of a specified date shall be true and correct as of such date, except as such
representations and warranties may be affected by the occurrence of events or
transactions - contemplated .and permitted by this Agreement and Orion shall have
provided the Aurcana Group with a certificate signed by an officer, certifying compllance
with this 8.c)v as of the Implementation Date.

9. Further Assurances

Each Party shall do all such things in its control, take all such actions as are commercially reasonable,
deliver to the other Parties such further information and documents and execute and deliver to the other
Parties such further. instruments and agreements as another Party shall reasonably request to
consummate or confirm the transactions provided for in this Agreement, to accomplish the purpose of this
Agreement or to assure the other Party the benefits of this Agreement.

10. Miscellaneous

a) Time shall be of the essence of this Agreement, except to the extent to which the Parties agree in
writing to vary any date, time or period, in which event the varied date, tlme or period shall be of
the -essence.

b) The headings in this Agreement are for reference onIy and shall not. affect the meaning or
" interpretation of this Agreement. .

1
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Unless the context otherwise requires, words importing the singular shall inciude the plural and
vice versa and words importing any gender shall include all genders.

Any notice, request, consent, agreement or approval which may or is required to be given
pursuant to this Agreement shall be in writing and shall be sufficiently given or made if delivered

-in person, or sent by courier, facsimile or e-mail, in the case of:

P

the Aurcana Group, addressed as follows:

Aurczna Corporation
Suite:1750

1188 West Georgia Street
Vaneouver, B.C., VBE 4A2

Attention: Chief Executive Officer
Facsimile: (604)633-9179

with a copy to:

Goodmans LLP

Bay Adelaide Centre :

333 Bay Street, Suite 3400
Toronto, Ontario, Canada M5H 257

Attention: Robert J. Chadwick / Caroline Descours
Email.: rchadwick@qoqdmans.ca / cdescours@goodmans.ca

if to Orion and Newco, as follows.

Orion Mine Finance (Master) Fund | LP

" ¢/o MUFG Fund Services Limited

26 Burnaby Street, Hamilton
HM 11, Bermuda

with copy to:
Orion Resource Partners
1211 -Avenue of the Americas

New York, New York v10036

Attention: Limor Nissan, Chief Operating Officer and General Counsel
Email: Inissan@orionresourcepartners.com

12
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and to:

Norton Rose Fulbright Canada LLP
Royal Bank Plaza, South Tower

200 Bay Street, Suite 3800, P.O. Box 84
Toronto, Ontario, M5J 274

Attention: Geoffrey Gilbert / Evan Cobb
Email: geoffrey.gilbert@nortonrosefulbright.com
evan.cobb@nortonrosefulbright.com

or at such other address of which either party may, from time to time on at least 2 Business Days’
notice, advise the other party by notice in writing given in accordance with the foregoing.

This _Agreement (including all schedules - hereto) constitutes the entire agreement and
understanding, and supersedes all prior agreements and understandings, both oral and written, of
the Parties hereto in respect of the transactions contemplated hereby. There are no warranties,
representations, terms, conditions or collateral agreements, expressed, implied or statutory,
amongst Orion and the Aurcana Group, or any entity in the Aurcana Group, other than as
expressly set forth in this Agreement. This Agreement and the rights, interests and obligations
hereunder are not transferable or assignable by any of the Parties wnthout the prior written
consent of the other Parties.

This Agreement may not be modified, amended, altered or supplemented, except upon the
execution and delivery of a written agreement executed by all of the Parties hereto.

The Parties recognize and acknowledge that the other Parties would not enter into this
Agreement in absence of the covenants set out herein. Each of the Parties further recognizes
and acknowledges that a breach by it of any .of its material obligations contained herein may
cause the other Parties to sustain injury for which they would not have an adequate remedy at
law for money damages. Accordingly, in the event of any such breach, the Parties shall be
entitled to the remedy of specific. performance of such obligations and interlocutory, preliminary
and permanent injunctive and other equitable relief in addition to any other remedy to which they
may be entitled, at law or in equity.

Except as otherwise provided in this Agreement (including the Term Sheet), each of the Parties
shall bear its own expenses incurred in connection with this Agreement and the transactions
contemplated hereby. ;

Unless expressly stated otherwise herein, this Agreement is intended to soIer bind and inure to
the benefit of the Parties and their respective successors, permitted assigns, heirs, executors,
administrators and representatives. No other person or entlty shall be a third party beneficiary
hereof.

If any term, provision, .covenant or restriction. of this Agreement is held by a court of competent

jurisdiction to be invalid, void or unenforceable, the remainder of the provisions, including terms,
covenants and restrictions, of this Agreement shall remain in full force and effect and shall in no
way be affected, impaired or invalidated and the Parties shall negotiate in good faith to modify
this Agreement to preserve each Party's anticipated benefits under this Agreement.

This Agreement is governed by the laws of .the Province of Ontario and the federal laws of
Canada applicable therein. This Agreement may be executed by facsimile or other electronic
means -and in one or more counterparts all of which shall be consrdered one and the same
agreement. :

13



62

The Parties confirm that it is their wish that this Agreement, as well as any other docurnents
relating to this Agreement, inciuding notices, schedules and authorizations, have been and shall
be drawn up in the English language only. Les signataires conferment leur volonte que la
presente convention, de méme que tons les documents s’y rattachant, y compris tout axis,
annexe et autorisation, soient rediges en anglais seulement.

14



This Agreement has been agreed and accepted on the date first written above.

Aurcana Corporation

Per. ° “Kevin Drover’ .

- Name: KEVIN DROVER
Title: President and CEO -

Minera Aurcana S.A. de C.V.

Per: - “Kevin Drover

Name: KEV|N DROVER
" Title: Director

Perforadora Aurcana S. de R.L. de C.V.

Per: “Kevin Drover

Name: KEVIN DROVER
Title: Director

Cane Silver Inc.

Per: “Kevin Drover

Name:; KEVIN DROVER
Title: Director

Minera La Negra, S.A. de C.V.

Per: “Kevin Drover

Name: KEVIN DROVER
Title: Director

‘Real de Mag'oni, S.A.de C.V
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Per: “Kevin Drover e
Name: KEVIN DROVER
Title; Director o
Silver Asse‘ts,‘ Inc.

Per: “Kevin Drover

Name: KEVIN DROVER
Title: Director

Rio Grande Mining Company

Per. ©  “Kevin Drover

- Name: KEVIN DROVER
Title: Director

Shafter Properties Inc.

Per: "Kevin Drover

Name: KEVIN DROVER
Title; Director

Orion Mine Finance (Master) Fund | L.P., by its
general partner Orion Mine Finance GP | Limited

Per: “Melanie Simons”

Name: MELANIE SIMONS
Title: Authorized Signatory

15
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AURCANA CORPORATION

PROPOSED RESTRUCTURING OF CREDIT FACILITY
SUMMARY OF INDICATIVE TERMS AND CONDITIONS

This term sheet dated as of October 15, 2015 (this “Term Sheet”) describes the principal terms on which Aurcana
Corporation (“Aurcana” or the “Company”), Orion Mine Finance (Master) Fund | LP (“Orion”) and each of Silver
Assets, Inc.,.Cane Silver Inc., Perforadora Aurcana S. de R.L. de C.V., Minera Aurcana S.A. de C.V., Rio Grande
Mining Company, Shafter Propertles Inc., Minera La Negra, S.A. de C.V. and Real de Maconi, S.A. de C.V. (each

a “Guarantor”, and collectively the “Guarantors ") intend to complete a series of transactions under which the
credlt facility (the' “Loan”) previously made available to Aurcana by Orion pursuant to the amended and restated
credit facility agreement dated April 29, 2014 entered into by Aurcana, Orion, and each of the Guarantors (as the
same may have been and may further be amended, restated, modified or varied from time to time, the “Loan
Agreement”) will be compromised and extinguished (including, without limitation, with respect to the Extension,
as defined below) in exchange for the shares and/or partners interests held, either directly or indirectly, by Aurcana
of one or more of the following subsidiaries (to be designated at the election of Orion): Perforadora Aurcana S. de
R.L. de C.V, Minera Aurcana S.A. de C.V.;-Minera La Negra, S.A. de C.V. and Real de Maconi, S.A. de C.V.
(each once de3|gnated by Orion, a “Mex1can Subsidiary”, and collectively the “Mexican SubS|d|ar|es ) and
other good and valuable consideration as contemplated by this Term Sheet, all pursuant to a recapitalization and
restructuring plan (the “Plan”) to be |mplemented pursuant to the Canada Business Corporations Act (the “CBCA”)
(collectively; the “Transaction”)."

l. Class of Claims and Interests

Loan under Loan Debt obligations under the Loan Agreement (including, without limitation,
Agreement with respect to the additional amounts advanced by Orion pursuant to the
Second Amendment to the Loan Agreement dated October 15, 2015 (the
~“Extension”)) shall be extinguished in exchange for the shares and/or
partners interests held, either directly or indirectly, by Aurcana of the
Mexican Subsidiaries (the "Mex1can Subsidiary Shares”) pursuant to the

Plan.. ‘ ‘ : ‘ . S

The Mexican Subsidiary Shares shall be transferred by Aurcana to Newco
pursuant to the Plan.on an “as is, where is” basis as they shall exist on the
Effective Date. c

. Implementation

- Payment in full before The Company shall at all times have the right to pay, in cash, all amounts
Implementation g outstanding. under the Loan Agreement (including principal and all
accrued interest, and for certainty including the Extension) at any time

prior to implementation of the Transaction.

1 This Summary of Indicative Terms and Conditions is non-binding and is intended for discussion purposes only. It does not purport 1o summarize all the
terms, conditions, representations, warranties and other provisions with respect to the transactions referred to herein, which transactions, if agreed, would
be entered into on the basis of mutually satisfactory documentation after, among other things, satisfactory completion of due diligence (including without
limitation technical, legal and tax due diligence) and receipt of necessary internal and external approvals.. The Company acknowledges that this Summary
is not an expressed or an implied commitment by Orion to provide any forin of financial accommodation in connection with the proposed transaction.
Nothing herein constitutes a waiver of Orion’s rights or remedies, nor a commitment to lend funds to the Company or any other persons, purchase any
equity interests or other property of the Company, nor any agreement to modjfy or amend any of the terms of the governing documents in respect of the Loan
or the Loan Agreement. .
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All intercompany claims and indebtedness existing between (i) ény of
Aurcana or any of the Guarantors other than the Mexican Subsidiaries
(collectively, the “Remaining Aurcana Entities”) and (ii) anyof the

- Mexican Subsidiaries, or between any of the Mexican Subsidiaries

amongst themselves, ‘'shall gither be transferred as may be directed by
Orion, or shall be considered satisfied in full, in either case as agreed to

“by Orion and-the Company, acting reasonably. For greater certainty, in

no-event' shall any of the' Mexican Subsidiaries' have any outstanding
liability to the Rémaining Aurcana Entities.

A newly incorporated entity by Orion (“Newco”) shall purchase certain
equipment from Aurcana  and  certain of: the Guarantors (the
“‘Equipment’). A list of the Equipment as well as the location of all
Equipment is attached hereto as Schedule A. The purchase price for the
Equipment - shall be USD$3,500,000 -{the “Purchase Price”). The
Purchase Price shall be paid in the following manner: (i) USD$2,500,000
to be paid by Newco to Aurcana (or as directed by Aurcana) on the date
upon which the Transaction is implemented (the “Effective Date”), and (i)
USD$1,000,000 to be paid :by Newco to Aurcana (or as directed: by
Aurcana) on the earlier of (A) April 30, 2016 or (B) in the event the
Equipment is sold by Newco on or before April 30, 2016 for consideration
greater than the Purchase Price, the date that the Equipment is
transferred and conveyed by Newco.

The Equipment shall be sold to Newco on an “as is, where is” basis as it
shall exist on the Effective Date. No representation, warranty or condition
shall be expressed or can be implied as to title, encumbrances,
description, fitness for purpose, merchantability, condition or quality or in
respect of any other matter or thing whatsoever concerning the
Equipment. - - . » :

The Equipment shall remain located at, or be relocated to at the expense
of Orion, as the case may be, Shafter Mine in Presidio County, Texas,
until the earlier of (i) the removal of the Equipment by Newco; (ii) the sale
of the Equipment by Newco to a third party; or (iii) the sale of the shares
of Shafter Properties Inc., or all or substantially all of its assets, to a third
party. The Equipment shall be stored at the Shafter Mine at no charge to
Newco, and Aurcana and the Guarantors shall ensure that the Equipment
will be secured and maintained in the same mariner that it is being secured
and maintained as at the date hereof (the “Standard of Care”), provided
that neither Aurcana nor any of the Guarantors shall be liable for any
damage, loss or theft that may occur to the Equipment from and after the
Effective Date, save and except to the extent that such damage, loss or
theft is a result of Aurcana and the Guarantors not applying the Standard
of Care in ensuring the security and maintenance of the Equipment.
Newco shall be entitled to take delivery of the Equipment at any time.
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Aurcana shall make available | NN =nc N (he

“‘“Newco Consultants’) pursuant to an agreement with Aurcana
acceptable to Newco (the “Newco Consulting Agreements”), pursuant
to which Aurcana shall agree to provide the Newco Consultants to provide
services to Newco as consultants in connection with the operations of the
Mexican Subsidiaries for a total period of twelve (12) months following the

_ Effective Date, and Aurcana agrees to make the Newco Consultants

available to provide consulting services in accordance with the Newco
Consulting Agreements, provided that nothing herein.or in the Newco
Consulting Agreements shall restrict in any way the Newco Consultants
from continuing in their capacities as director, officer and/or- employee of

| Aurcana or any of the Guarantors as applicable.

Aurcana (i) shall obtaln (if not already obtained). and maintaih in good

standing directors’ and officers’ insurance coverage for. the Newco
Consultants (or any replacements provided by Newco pursuant. to the
terms and conditions agreed to by Newco and Aurcanay) in respect of their
respective capacities for Aurcana, and (ii} will enter into (if not already
entered into) and maintain indemnification agreements with the Newco
Consultants, in a form satisfactory to Aurcana and Orion, acting
reasonably, in respect of their respective capacities for Aurcana.

Usual and customary releases for transactions of this nature, including,
but not limited to:

a) On the Effective Date, each of the Remaining Aurcana Entities
shall forever irrevocably release and discharge each of Orion and
Newco, their respective affiliates, and each of the foregoing's
respective present and former officers, directors, employees,
auditors, advisors  (including, without limitation, financial
‘advisors), legal counsel and agents from any and all present and
future demands, claims, liabilities, actions, causes of action,
counterclaims,. suits, damages, judgments, executions, debts,
sums of money, expenses, accounts; indebtedness, liens,
recoveries, and obligations of whatever nature. (whether direct or
indirect, known or unknown, -absolute or contingent, accrued or
unaccrued, liquidated or unliquidated, matured or unmatured or
due or 'not yet due) based in whole or in part on any act or
omission, transaction, dealing or other occurrence existing or
taking place on or prior-to the Effective Date, including without
limitation in connection with the Aurcana Group (as defined
below), the business and affairs of the Aurcana Group whenever
or however conducted, the administration and/or management of
the Aurcana Group, any document, instrument, matter or
transaction involving the Aurcana Group, and the Loan
Agreement and the Loan- Documents (as defined in the Loan
Agreement); and

b) On the Effective Date, each of Orion (in its capacity as lender and
shareholder of Aurcana) and Newco, their respective affiliates and
present and former direct and indirect shareholders and limited
partners shall forever irrevocably release and discharge Aurcana
and its direct and indirect subsidiaries (collectively, the “Aurcana
Group”), and each of the foregoing’s respective present and
former - officers, directors, employees, auditors, advisors
(including, without limitation, financial advisors), legal counsel and
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agents from any and all present and future demands, ciaims,
liabilities, actions, causes of action, counterclaims, suits,
damages, judgments, executions, debts, sums of money,
-expenses, accounts, indebtedness, liens, recoveries, and
obligations of whatever nature (whether'direct or indirect, known
or unknown, absolute or .contingent, accrued or unaccrued,
liquidated or unliquidated, matured or unmatured or due or not yet
" due) based in whole or in part on any act or omission, transaction,
" dealing or other occurrence existing or taking place on or prior to
the Effective Date, including without limitation in connection with
the Aurcana Group, the business and affairs of the Aurcana
" Group whenever or however conducted, the administration and/or
“management of the Adrcana Group, any document, instrument,
matter or transaction involving the Aurcana Group, and the Loan
Agreement and.the Loan Documents.

Each party hereto shaII be responsible for paying its own fees and
expenses incurred in connection with the negotiation and implementation
of the Transaction.

Any final agreement shall be subject to definitive agreements, court
materials and other documents, as applicable (the “Definitive
Documents”). The Definitive Documents shall be consistent in all
respects with the terms of this Term Sheet and otherwise acceptable to
Aurcana and Orion, acting reasonably.

The Transaction shall be subject to court, stock exchange, lender and
other approvals and conditions precedent as may be required for a
transaction of this nature, including without limitation the satisfactory
completion of all due diligence by Orion and its advisors on or prior to
October 22, 2015.
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SCHEDULE “B”
FORM OF JOINDER

JOINDER AGREEMENT

This joinder to the Support Agreement (the “Joinder Agreement”) is made as of Ot:tober ® 2015, by and
among [®] (the “Joining Party”) and the Aurcana Group (as defined below), in consideration of the
mutual covenants herein contained and benefits to be derived herefrom. :

WHEREAS reference is made to a certain Support Agreement dated as of October ®,; 2015 by and
among inter alia, Aurcana Corporation (the “Company”), Silver Assets, In¢., Rio Grande Mining
Company, Shafter Properties Inc., Cane Silver Inc., Perforadora Aurcana S. de R.L. de C.V., Minera
Aurcana S.A. de C.V., Minera La Negra, S.A. de CV Real de Maconi, S.A. de C.V. (collectrvely, the
“Guarantors” and, together with the Company and the Applicant, the “Aurcana Group”), Orion Mine
Finance (Master) Fund | L.P., by its general partner Orion Mine Finance GP | Limited (“Orion”) (as
amended, modified, supplemented or restated and in effect from time to time, the “Support Agreement”).
All capitalized terms used herein and not otherwise defined herein shall have the meanmgs assigned to
such terms in the Support Agreement; and

WHEREAS the Joining Party desires to become a party to, and to be bound by the terms of, the Support
Agreement as Newco thereunder.

NOW -TH'EREFORE in consideration of the premises contained herein and for other good and valuable
consideration, the receipt and suff|C|ency of which are hereby acknowledged, the Joining Party hereby
agrees as follows:

1) Joinder and Assumption of Obligations

Effective as of the date of this Joinder Agreement, the Joining Party hereby acknowledges that it has
received and reviewed a copy of the Support Agreement, and hereby acknowledges and agrees:

a) that all representations and warranties set forth in sections .3 (b), (c), (d), (F and (g) of the Support
Agreement, mutatis mutandis, are true and correct as of the date hereof with respect to the
Joining Party;

b). to join in the execution of, and become a party to, the Support Agreement as Newco thereunder,
" as indicated with its signature below; and -

¢) to be bound by all covenants and agreements set forth in.sections 4(a),-(e), (f); (g). (i), () and (k)
and section 4A of the Support Agreement, mutatis mutandis, with the same force and effect as if
the Joining Party was a signatory to the Support Agreement and was expressly named as party

- therein. :

2) Binding Effect

a) Except as specifically amended by this Joinder Agreement, all of the terms and conditions of the
Support Agreement shall remain in full force and effect as in effect prior to the date hereof.
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3) Miscellaneous -

a)

b)

This Joinder Agreement may be executed in several counterparts and by each party on a
separate counterpart, each of which when so executed and delivered shall be an original, and all
of which together shall constitute one instrument. Delivery of an executed signature page of this
Joinder Agreement by email or facsimile transmission will be effective as delivery of a manually
executed counterpart hereof.

This Joinder Agreement expresses the entire understanding of the parties hereto with respect to
the transacticns contemplated hereby. No prior negotiations or discussions shall limit, modify, or
otherwise affect the provisions hereof.

Any determination that any provision of this Joinder Agreement or any application hereof is
invalid, illegal or unenforceable in any respect and in any instance shall not affect the validity,
legality, or enforceability of such provision in any other instance, or the validity, legality or
enforceability of any other provisions of this Joinder Agreement.

This Joinder Agreement shall be governed by, construed and interpreted in accordance with the
laws of the Province of Ontario and the laws of Canada applicable therein (excluding any conflict
of laws rule or principle which might refer such construction to the laws of another jurisdiction)
and all actions or proceedings arising out of or relating to this Joinder Agreement shall be heard
and determined exclusively in the courts of the Province of Ontario.

IN WITNESS WHEREOF, the undersigned has caused this Joinder Agreement to be duly executed and
delivered by its proper and duly authorized officer as of the date first written above.

[NEWCO]
By:
- Name:
Title:



Acknowledged and agreed to as of the date first written above:

Aurcana Corporation

Per:

Name:
Title:

Minera Aurcana S.A. de C.V.

Per:

Name:
Title:

Perfor_adora Aurcana S. de R.L.de C.V.

Per:

Name:
Title: »

Cane Silver Inc.

Per: ;

Name:
Title:

Minera La Negra, S.A. de C.V.

Per:

Name:
Title:

Real de Maconi, S.A. de C.V'

Per:
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Name;
Title:

Silver Assets, Inc.

Per:

Name:
Title: .

Rio Grande Mining Company

Per:

Name:
Title:

Shafter Properties Inc.

Per:

Name:
Title:

Orion Mine Finance (Master) Fund I L.P., by its
general partner Orion Mine Finance GP | Limited

Per:

Name:
Title;
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THIS IS EXHIBIT “B”
TO THE AFFIDAVIT OF KEVIN DROVER

SWOWRE ME ON OCTOBER 30, 2015

2
&

—
A Commissioner

J. MORGAR HAY
AXIUM LAW CORPORATION
Barrister and Solicitor
Suite 210 - B00 West Pender Street
Vancouver, BC V6L 2V§
Phone: 604-685-6100 Pazs 604-692-4500
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= s NEWS RELEASE

£
- Aurcana Corporation Announces Restructuring Transaction
and Amendment of Senior Secured Credit Facility

AURCANA

CORPORATION

Vancouver, BC, October 16, 2015 - Aurcana Corporation (TSX VENTURE:AUN) (the “Company”
or “Aurcana”) announces that it has entered into a Support Agreement (the “Support Agreement”)
with Orion Mine Finance (Master) Fund | L.P. (the “Lender”) as lender under the amended and
restated senior secured credit facility dated April 29, 2014 (the “Facility”) to effect a
restructuring transaction in connection with the debt obligations under the Facility (the
“Restructuring Transaction”). The Company also announces certain amendments to the Facility.

Restructuring Transaction

The Restructuring Transaction has the following key elements:

e exchange of all debt obligations under the Facility for the shares and/or partners
interests held directly or indirectly by Aurcana of one or more of Perforadora Aurcana S.
de R.L. de C.V., Minera Aurcana S.A. de C.V., Minera La Negra, S.A. de C.V. and Real de
Maconi, S.A. de C.V. (collectively, the “Mexican Subsidiaries”), to be determined by the
Lender’s election, resulting in the elimination of approximately US$38.7 million of
principal amount of secured debt under the Facility on completion of the Restructuring
Transaction;

» reduction of annual interest costs by approximately US$2.3 million;

e purchase by a newly incorporated affiliate of the Lender (“Newco”) of certain equipment
from Aurcana and certain of its subsidiaries for a total purchase price of US$3.5 million;

e payments by Newco of US$40,000 per month to Aurcana for a total period of 12 months
following the completion of the Restructuring Transaction, in connection with the
provision of certain consulting services by specified officers of Aurcana to Newco; and

¢ implementation of the Restructuring Transaction is expected to occur on or before
December 4, 2015.

Aurcana’s trade creditors, as well as its obligations to employees, are unaffected by the
Restructuring Transaction and will continue to be paid or satisfied in the ordinary course of
business.

Facility Amendment and Additional Advance

The Company has also entered into an amendment agreement to the Facility pursuant to which
the Company shall receive further advances of up to US$2.5 million (the “Additional Advance”)
from the Lender under the Facility. The Additional Advance will be subject to the existing terms
of the Facility, and it shall be used exclusively to support operations at the Company’s La Negra
mine in accordance with a specified budget and will mature and be repayable on December 31,
2015, unless exchanged upon implementation of the Restructuring Transaction. Upon
implementation of the Restructuring Transaction, the Additional Advance will be exchanged,
together with the other debt obligations under the Facility, for shares of the specified Mexican
Subsidiaries and the Additional Advance will no longer be an obligation of Aurcana.

Implementation of the Restructuring Transaction

1750-1188 W Georgia St
Vancouver, BCV6EAA2

N It is anticipated that the Restructuring Transaction will be implemented by way of a plan of
Phone 604 3319333 arrangement under the Canada Business Corporations Act (the “Plan of Arrangement”).

']"“:: :f”“‘" lnj\; :)(‘)‘“’2’,0(;’:4” BF Implementation of the Plan of Arrangement will be subject to court approval and the receipt of
oll Free Mx 00 514 555

AUrcana.Com
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all necessary regulatory and stock exchange approvals. The Company intends to proceed with a
court apptlication in respect of the Plan of Arrangement in early November 2015 and will post
additional details in respect of the Plan of Arrangement and related court proceedings on the
Company’s web page (www.aurcana.com) as well as under the Company’s profile on SEDAR
(www . sedar.com).

Aurcana’s shareholders will retain their existing shareholdings in the Company following
completion of the Restructuring Transaction. Shareholders are not being asked to approve the
Restructuring Transaction and no shareholder vote will be held in connection with the Plan of
Arrangement.

If the Restructuring Transaction cannot be implemented through a Plan of Arrangement under
the Canada Business Corporations Act, Aurcana may take all necessary steps to implement the
Restructuring Transaction through such other legislation or in such other manner as the Company
and the Lender may agree (the “Alternative Transaction”), provided that any such Alternative
Transaction is completed on or prior to the December 4, 2015 outside date under the Support
Agreement. The Company retains at all times the right to pay in cash all amounts outstanding
under the Facility at any time prior to implementation of the Restructuring Transaction.

It is anticipated that the closing of the Restructuring Transaction will occur by December 4, 2015.
The Restructuring Transaction contemplated by the Support Agreement is subject to certain
conditions, including obtaining required governmental, court, regulatory, and third party
approvals, as applicable. The Company can give no assurances that the Restructuring Transaction
will be completed.

Under the Support Agreement, the Lender has agreed that during the term of the Support
Agreement, it will support the Restructuring Transaction and will not enforce under or exercise
any default-related rights or remedies under the Facility. As announced in the Company’s news
release dated August 14, 2015, in order to improve the Company’s short-term liquidity, the
Lender permitted the Company to make interest only payments under the Facility and defer
payments on the principal amount owed from January to July 2015 until August 31, 2015. The
Company has not made the deferred payments due August 31, 2015 and is in default under the
Facility. If the Support Agreement is terminated and/or if the Restructuring Transaction is not
implemented, the Lender will be in a position to take all steps to enforce under the Facility.
Aurcana does not presently have the capital or funds to repay the Lender.

Aurcana’s Board of Directors has determined that the Restructuring Transaction is in the best
interests of the Company and its stakeholders under the circumstances. The Restructuring
Transaction will result in, among other things, an elimination of all debt obligations outstanding
under the Facility on implementation of the Restructuring Transaction. The net result of the
transaction will see Aurcana relinquishing control over its operations and subsidiaries in Mexico,
the Shafter Silver Project will become Aurcana’s principal property asset and there will be
sufficient cash in the treasury to meet the Company’s intermediate-term obligations and advance
its asset base.

“The Company has conducted an extensive process to identify alternatives and we are satisfied
that the Restructuring Transaction is the best available transaction for Aurcana at this time. The
prolonged significant downturn in metals prices means that the La Negra mine has been unable to
produce sufficient cash-flow for Aurcana to fulfil its obligations under the Facility. The
Restructuring Transaction will provide Aurcana with sufficient working capital to meet its near-
term obligations and continue with further exploration and development of the Shafter Silver
Project,” said Mr. Kevin Drover, President and CEO.

The Company’s financial advisor Primary Capital Inc. has provided an opinion to Aurcana’s
Special Independent Committee of the Board of Directors that the consideration under the
Restructuring Transaction is fair from a financial point of view to the shareholders of Aurcana.
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Goodmans LLP and Axium Law Corporation have acted as legal counsel to the Company in
connection with the Restructuring Transaction.

The Support Agreement will be filed by the Company on SEDAR. Further information about the
Restructuring Transaction will be available on SEDAR (wwiw.sedar.com) and the Company’s web

page (wwww.aurcana,com).

Resignation of Director

The Board of Directors also announces that it has accepted the resignation of Mr. Robert (Bob)
Tweedy as a Director and Chairman of the Board. Mr. Kevin Drover, President and CEO, stated:
“All of us at Aurcana would like to sincerely thank Bob for his time and dedication to Aurcana
over the past five years. He has been a valued advisor to the board and management and we
wish him all the best for the future.”

About Aurcana Corporation

Aurcana Corporation is a primary silver producing company with two properties: the La Negra
Mine in Mexico and the Shafter Silver Project in Texas, US. The latter was put on care and
maintenance in December 2013, in part due to depressed silver prices.

ON BEHALF OF THE BOARD OF DIRECTORS OF
AURCANA CORPORATION

“Kevin Drover”, President & CEQO
For further information, visit the website at www.aurcana.com or contact:

Aurcana Corporation
Phone: (604) 331-9333
Toll Free: (866) 532-9333
Fax: (604) 633-9179

Gary Lindsey, Corporate Communications
Phone: (720)-273-6224
Email: gary@strata-star.com

NR 9-15

Neither the TSX Venture Exchange nor its Regulation Services Provider (as that term is defined in the policies of the TSX
Venture Exchange) accepts responsibility for the adequacy or accuracy of this release.

Cautionary Statement Regarding Forward-Looking Information

This news release contains certain forward-looking statements, including statements regarding forecast metals
production, metals grades, operational costs, recoveries, potential mineralization, exploration result, future plans and
objectives of the Company, including the ability of the Company to restructure or otherwise settle its outstanding debt
and the business and anticipated financial performance of the Company. These statements are forward-looking
statements that involve various risks and uncertainties. Forward-looking statements include, but are not limited to,
statements with respect to mining and processing of mineralized material, achieving projected recovery rates,
anticipated production rates and mine life, operating efficiencies, costs and expenditures, changes in mineral resources
and reserves, and other information that is based on forecasts of future operational or financial results, estimates of
amounts not yet determinable and assumptions of management. Any statements that express or involve discussions with
respect to predictions, expectations, beliefs, plans, projections, objectives, assumptions or future events or
performance (often, but not always, using words or phrases such as “expects” or does not expect”, “is expected”,
“anticipates” or “does not anticipate”, “plans”, “estimates” or “intends” or stating that certain actions, events or
results “ may”, “could”, “would”, “might” or “will” be taken, occur or be achieved) are not statements of historical
fact and may be “forward-looking statements”. Forward-looking statements are subject to a variety of risks and
uncertainties which could cause actual events or results to materially differ from those reflected in the forward-looking
statements.
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Actual results may differ materially from results contemplated by the forward-looking statements. Important factors
- b\ that could differ materially from the Company’s expectations include, among others, risks related to metals prices,

e e international operations, unsuccessful exploration results, conclusions of economic evaluations and changes in project
A U R C A N A parameters as plans continue to be refined as well as changes in the availability of funding for mineral exploration and
£N3 £ development, unanticipated changes in key management personnel and general economic conditions. When relying on
CORPORATION forward-looking statements to make decisions, investors and others should carefully consider the foregoing factors and
other uncertainties and should not place undue reliance on such forward-looking statements. The Company does not
undertake to update any forward-looking statements, oral or written, made by itself or on its behalf, except as required
by applicable law. Accordingly, readers should not place undue reliance on forward-looking statements.

GUFCana.Com
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TO THE AFFIDAVIT OF KEVIN DROVER
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Barrister and Soliclsor
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October 19, 2015
To: The Holders of Common Shares of Aurcana Corporation as of October 19, 2015

As a result of the prolonged, significant decline in the prices of metals, Aurcana
Corporation (“Aurcana” or the “Company”) has not been able to produce sufficient
cash flow from its operations at the La Negra mine or otherwise to meet its internal
capital needs and debt obligations with the Company’s senior secured lender, Orion
Mine Finance (Master) Fund I LP (the “Lender”), under the amended and restated
senior secured credit facility dated April 29, 2014 (the “Facility”). As announced in
the Company’s news release dated August 14, 2015, the Lender permitted the
Company to make interest only payments under the Facility and defer payments on
the principal amount owed from January to July 2015 until August 31, 2015.
However, the Company was not able to make the deferred payments due August 31,
2015 and is now in default under the secured Facility.

With the assistance of its financial advisor, BMO Capital Markets, the Company has
conducted an extensive exploration of strategic alternatives (the “Sales Process”),
which did not produce any transactions for the Company or a refinancing of the
Facility. Following the Sales Process, the Company and its advisors entered into
extended negotiations with the Lender and its advisors in an effort to secure a
restructuring transaction for the secured indebtedness due under the Facility. The
Company has now entered into a Support Agreement with the Lender for a
restructuring of the Company’s secured debt obligations under the Facility (the
“Restructuring Transaction”).

The Restructuring Transaction contemplates the cancellation of all debt obligations
due under the Facility in exchange for the transfer to the Lender of our Mexican
subsidiaries, which indirectly hold Aurcana’s interest in the La Negra mine
(collectively, the “Mexican Subsidiaries”). We recognize the La Negra mine is our
only cash producing mine at this time, but the Company does not have the ability to
produce sufficient cash flow from the La Negra mine to meet its obligations under
the Facility, to refinance the Facility or to sell its assets to repay the Lender, whose
debt obligations are secured by all the Company’s assets, and are in default and have
been in default for an extended period of time. We have attemptéd to further extend
out the Lender in order to see if silver prices would rebound to allow us to pursue
different alternatives. However, we do not have the ability or the liquidity to further
extend out the Lender without harm to our overall business and assets, and the
secured Facility is now in default.

We believe the Restructuring Transaction is the best available transaction under the
circumstances and that it will allow us to retire the secured debt due under the
Facility and focus on the Shafter project, with conserved cash, so as to be in the best
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position available under the circumstances to create shareholder value once the
silver price rebounds.

Needless to say, it is not possible to predict metal prices however, we consider
Shafter to be a project that with minimal lead time could be placed back into
development and ultimately production. It is fully permitted, with all permits
maintained in good standing, it has a proven processing facility with grid power, as
well as a tailings storage site. In addition, the prospective mineralized zone that we
have targeted for development was explored in the past by Gold Fields Mining
Corporation and has extensive underground development completed, along with
vertical shaft access complete with a hoist. In the coming weeks, we intend to
complete and issue a technical report, including a revised resource estimate.

The Gold Fields area, we believe, has the potential to become a mine, though at a
reduced throughput than was proposed in our 2010 studies. Some additional
drilling will be required to raise the confidence level of the current mineralization.

With minimal funding and work, we believe the Shafter project could, once again,
become the foundation on which to build value for the shareholders of Aurcana. We
recognize that Shafter will require different circumstances and industry
improvements in order to reposition the mine.

The Restructuring Transaction also involves the purchase by a newly incorporated
affiliate of the Lender (“Newco”) of certain equipment from Aurcana and certain of
its subsidiaries for a total purchase price of US$3.5 million, as well as payments by
Newco of US$40,000 per month to Aurcana for a total period of 12 months following
the completion of the Restructuring Transaction, in connection with the consulting
services by specified officers of Aurcana to Newco. These transactions will position
the Company to have the working capital necessary to continue to develop the
Shafter project.

As a result of the Restructuring Transaction:

e TUS$38.7 million of secured debt due under the Facility will be eliminated and
exchanged for the shares of the Mexican Subsidiaries;

* Aurcana’s annual interest expense will be reduced by approximately US$2.3
million;

e Aurcana’s shareholders will retain their existing common shares with no dilution;
and

* Aurcana’s operations will continue as a going concern without disruption.
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* After an extensive review of available options under the Sales Process, and extended
negotiations with the Lender, management of Aurcana and Aurcana’s Board of
Directors have determined that the Restructuring Transaction is in the best
interests of the Company and its shareholders under the circumstances. The
Restructuring Transaction will result in, among other things, an elimination of all
secured debt obligations outstanding under the Facility, and will allow Aurcana to
be a company that is free of secured debt with sufficient working capital to meet its
near-term obligations and continue with further exploration and development of its
Shafter project. The Company retains at all times the right to pay in cash all amounts
outstanding under the Facility at any time prior to implementation of the
Restructuring Transaction, if it becomes able to as a result of changed
circumstances.

One of the Company’s financial advisors, Primary Capital Inc., has provided an
opinion to Aurcana’s Special Independent Committee of the Board of Directors that
the consideration under the Restructuring Transaction is fair from a financial point
of view to the shareholders of the Company, and Goodmans LLP and Axium Law
Corporation have been acting as legal counsel to the Company in connection with
the Restructuring Transaction. Aurcana’s Special Independent Committee of the
Board of Directors has approved the Restructuring Transaction.

It is anticipated that the Restructuring Transaction will be implemented by way of a
plan of arrangement under the Canada Business Corporations Act (the “Plan of
Arrangement”). Implementation of the Plan of Arrangement will be subject to
court approval and the receipt of all necessary regulatory and stock exchange
approvals. Shareholders are not being asked to approve the Restructuring
Transaction and no shareholder vote will be held in connection with the
Restructuring Transaction.

Under the terms of the Support Agreement with the Lender, it is mandatory that the
Restructuring Transaction be approved and implemented in accordance with the
following timeline:

* commencement of court proceedings to implement the Plan of Arrangement by
October 30, 2015;

* Court approval of the Plan of Arrangement by November 13, 2015; and

* implementation of the Plan of Arrangement by December 4, 2015,

\2,2261@%%2:’}/8%@\%2’;\3{ In the event that any of these deadlines is not met by the Company, the Lender will
Phone 604 331 333 have the right to terminate the Support Agreement and pursue its rights as the
TollFreeUs 18665320333  secured creditor of the Company under the Facility, which is in default. Aurcana
Toll Free Mx 0018005145557 does not presently have the capital to repay the Lender, and the Lender has security

alrcana.com
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over substantially all of the Company’s assets, not just the shares of the Mexican
Subsidiaries.

Management of Aurcana, Aurcana’s Board of Directors and Aurcana’s Special
Independent Committee of the Board of Directors believe that the Restructuring
Transaction is the best available alternative for the Company and its shareholders
and that it is extremely important that the Restructuring Transaction is approved
and implemented in accordance with the timeline established under the Support
Agreement with the Lender. As a result of the Restructuring Transaction, the
Company will be able to retain all of its assets, other than the Mexican Subsidiaries,
and will have sufficient working capital to meet its near-term obligations and
continue with Shafter as its principal project.

The Company announced the Restructuring Transaction in its news release dated
October 16, 2015. The Company will also host an investor conference call on
October 21, 2015 at 11:00 a.m. (Eastern Time). Details for the conference call are
contained in the Company’s news release dated October 19, 2015 and related
materials will be made available on the Company’s web page (www.aurcana.comj.
We will continue to keep you apprised of developments in respect of the
Restructuring Transaction and will post additional details in respect of the Plan of
Arrangement and related court proceedings on the Company’s web page
(www.aurcana.com), as well as under the Company’s profile on SEDAR
(www.sedar.com). We encourage you to check the Company’s news releases and
information postings from time to time.

If you have any questions, please do not hesitate to contact the undersigned.
Yours very truly,
“Kevin Drover”
Kevin Drover

President & CEO
Phone:(604) 331-9333

6504477
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NEWS RELEASE
Aurcana Production Results for Q3 2015

Vancouver, BC, October 19, 2015 - Aurcana Corporation ("Aurcana” or the "Company”) (TSXV:
AUN, OTCQX: AUNFF) is pleased to report the Q3 2015 production results of 842,334 ounces silver
equivalent compared to 997,530 in Q3 2014, a decrease of 16%. Silver production decreased by
15% to 348,764 in Q3 2015, compared to 412,063 in Q3 2014. Although milling and mining
production increased during the third quarter, production occurred in lower grade areas of La

Negra mine,

LA NEGRA THIRD QUARTER PRODUCTION HIGHLIGHTS

o Total silver equivalent production was 842,334 ounces in Q3 2015, a 15.6% decrease over
Q3 2014,

¢ Silver production was 348,764 in Q3 2015, compared to 412,063 in Q3 2014, a decrease of
15.4%.

e Average silver grades decreased to 55 g/t in Q3 2015 compared to 65 g/t in Q3 2014,
however increased from 52 g/t in Q2 2015.

e Mineralization mined was 244,492 tonnes in Q3, 2015, compared to 217,011 in Q3, 2014,
a 12.7% increase. Mineralization milled was 241,382 tonnes in Q3, 2015 compared to
235,485 in Q3, 2014, a 2.5% increase.

o Copper, lead and zinc grades also decreased in Q3, 2015 compared to Q3, 2014 as
planned production occurred in lower grade areas of the mine.

RESTRUCTURING TRANSACTION

As follow up to the financial restructuring press release from Friday, October 16, 2015, Kevin
Drover, President & CEO of Aurcana Corporation will host a conference call on Wednesday,
October 21, 2015 at 11:00 am eastern time. Below is the information for joining the call:

Conference Call Numbers:

Canada & USA Toll Free Dial In:1-800-319-4610

Outside of Canada & USA call: +1-604-638-5340

Callers should dial in 5 - 10 min prior to the scheduled start time and ask to join Aurcana’s

conference call.

Conference Call Replay Numbers:

Canada & USA Toll Free: 1-855-669-9658
Outside Canada & USA Call: +1-604-674-8052
Code: 2729 followed by the # sign

Duration: Available for two weeks until end of day Wednesday, November 04, 2015

Corporate

The Company’s shares are also traded in the United States on OTCQX under the symbol “AUNFF”.
Investors can find current financial disclosure and Real-Time Level 2 quotes for the Company on
www,otcax.com and www,otcmarkets,com.

About Aurcana Corporation

Aurcana Corporation is a primary silver producing company with two properties: the La Negra
Mine in Mexico and the Shafter Silver Project in Texas, US. The latter was put on care and
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maintenance in December 2013, in part due to depressed silver prices. The Company is
developing new mining plans for both properties as it continues to work to improve margins and
shareholder value.

The technical information in this release has been reviewed by Jerry Blackwell (PGeo.), a
Director and technical advisor to the Company and a Qualified Person as defined by National
Instrument 43-101.

ON BEHALF OF THE BOARD OF DIRECTORS OF
AURCANA CORPORATION

“Kevin Drover”, President & CEO

For further information, visit the website at wwy.aurcana,com or contact:

Aurcana Corporation
Phone: (604) 331-9333
Toll Free: (866) 532-9333
Fax: (604) 633-9179

Gary Lindsey, Corporate Relations
Phone: (720)-273-6224
Email: gary@strata-star.com

NR-10-15

This news release contains certain forward-looking statements, including statements regarding forecast silver production,
silver grades, recoveries, potential mineralization, exploration result, future plans and objectives of the Company and
the business and anticipated financial performance of the Company. These statements are forward-looking statements
that involve various risks and uncertainties. Fforward-looking statements include, but are not limited to, statements
with respect to mining and processing of mined ore, achieving projected recovery rates, anticipated production rates
and mine life, operating efficiencies, costs and expenditures, changes in mineral resources and reserves, and other
information that is based on forecasts of future operational or financial results, estimates of amounts not yet
determinable and assumptions of management. Any statements that express or involve discussions with respect to
predictions, expectations, beliefs, plans, projections, objectives, assumptions or future events or performance (often,
but not always, using words or phrases such as “expects” or does not expect”, “is expected”, anticipates” or “does not
anticipate” “plans”, “estimates” or “intends” or stating that certain actions, events or results “ may”, “could”, “would”,
“might” or “will” be taken, occur or be achieved) are not statements of historical fact and may be “forward-looking
statements”. Forward-looking statements are subject to a variety of risks and uncertainties which could cause actual
events or results to materially differ from those reflected in the forward-looking statements.

Actual results may differ materially from results contemplated by the forward-looking statements. Important factors
that could differ materially from the Company’s expectations include, among others, risks related to international
operations, unsuccessful exploration results, conclusions of economic evaluations and changes in project parameters as
plans continue to be refined as well as changes in metal prices, changes in the availability of funding for mineral
exploration and development, unanticipated changes in key management personnel and general economic conditions.
When relying on forward-looking statements to make decisions, investors and others should carefully consider the
foregoing factors and other uncertainties and should not place undue reliance on such forward-looking statements. The
Company does not undertake to update any forward-looking statements, oral or written, made by itself or on its behalf,
except as required by applicable law. Accordingly, readers should not place undue reliance on forward-looking
statements.

Neither the TSX Venture Exchange nor its Regulation Services Provider (as that term is defined in the policies of the TSX
Venture Exchange) accepts responsibility for the adequacy or accuracy of this release.
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NEWS RELEASE

Aurcana Corporation Announces Commencement of CBCA Proceedings
to Implement Restructuring Transaction

Vancouver, BC, October 30, 2015 - Aurcana Corporation (TSX VENTURE:AUN) (the “Company”
or “Aurcana”) announces that it is today commencing proceedings under the Canada Business
Corporations Act (the “CBCA Proceedings”) to implement the restructuring transaction
announced by the Company on October 16, 2015 (the “Restructuring Transaction”) under which
all of the Company’s debt obligations to Orion Mine Finance (Master) Fund | L.P. (the “{ ender”),
as lender under the Company’s amended and restated senior secured credit facility dated April
29, 2014 (the “Facility”), will be extinguished.

As announced in the Company’s news release dated October 16, 2015, the Restructuring
Transaction has the following key elements:

e all of the debt obligations due and in default under the Facility will be exchanged for the
Company’s interests in its Mexican subsidiaries that own the La Negra mine, resulting in
the elimination of approximately US$38.7 million of principal amount of secured debt
due and in default under the Facility on completion of the Restructuring Transaction;

e the Company’s annual interest costs will be reduced by approximately US$2.3 million;

o anewly incorporated affiliate of the Lender (“Newco”) will purchase certain non-core
equipment from Aurcana and certain of its subsidiaries for a total purchase price of
Us$3.5 million;

e Newco will pay Aurcana US540,000 per month for a total period of 12 months for certain
consulting services to be provided to Newco by specified officers of Aurcana in
connection with the operation of the La Negra mine;

o the Company will retain all of its other assets, including the Shafter mine, with no
dilution to shareholders; and

e the Restructuring Transaction is expected to be implemented on or before December 4,
2015. ‘

Aurcana’s trade creditors, as well as its obligations to employees, are unaffected by the
Restructuring Transaction and will continue to be paid or satisfied in the ordinary course of
business. Further details regarding the Restructuring Transaction and the facts and
circumstances that led to the Restructuring Transaction are available in the Company’s letter to
shareholders dated October 19, 2015, which has been posted on the Company’s web page
(www.aurcana.com), and in the audio play-back of the Company’s investor call held on October
21, 2015, which is available through the play-back instructions set out in the Company’s October
19, 2015 news release.

The Restructuring Transaction will be implemented by way of a Plan of Arrangement to be
approved by the Ontario Superior Court of Justice (Commercial List) (the “Court”), and is subject
to Court approval and the receipt of all necessary regulatory and stock exchange approvals. A
hearing for approval of the Restructuring Transaction by the Court is scheduled for November 13,
2015 at 330 University Avenue, Toronto, Ontario at 10:00 a.m. A copy of the Company’s
application materials for the hearing to be held before the Court on November 13, 2015 will also
be posted on the Company’s web page today.
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About Aurcana Corporation

Aurcana Corporation is a primary silver producing company with two properties: the La Negra
Mine in Mexico and the Shafter Silver Project in Texas, US. The latter was put on care and
maintenance in December 2013, in part due to depressed silver prices.

ON BEHALF OF THE BOARD OF DIRECTORS OF
AURCANA CORPORATION

“Kevin Drover”, President & CEO
For further information, visit the website at www.aurcana.com or contact:

Aurcana Corporation
Phone: (604) 331-9333
Toll Free: (866) 532-9333
Fax: (604) 633-9179

Gary Lindsey, Corporate Communications
Phone: (720)-273-6224
Email: gary@strata-star.com

NR 11-15

Neither the TSX Venture Exchange nor its Regulation Services Provider (as that term is defined
in the policies of the TSX Venture Exchange) accepts responsibility for the adequacy or accuracy
of this release.

Cautionary Statement Regarding Forward-Looking Information

This news release contains certain forward-looking statements, including statements regarding forecast metals
production, metals grades, operational costs, recoveries, potential mineralization, exploration result, future plans and
objectives of the Company, including the ability of the Company to restructure or otherwise settle its outstanding debt
and the business and anticipated financial performance of the Company. These statements are forward-looking
statements that involve various risks and uncertainties. Forward-looking statements include, but are not limited to,
statements with respect to mining and processing of mineralized material, achieving projected recovery rates,
anticipated production rates and mine life, operating efficiencies, costs and expenditures, changes in mineral resources
and reserves, and other information that is based on forecasts of future operational or financial results, estimates of
amounts not yet determinable and assumptions of management. Any statements that express or involve discussions with
respect to predictions, expectations, beliefs, plans, projections, objectives, assumptions or future events or
performance (often, but not always, using words or phrases such as “expects” or does not expect”, “is expected”,
“anticipates” or “does not anticipate”, “plans”, “estimates” or “intends” or stating that certain actions, events or
results “ may”, “could”, “would”, “might” or “will” be taken, occur or be achieved) are not statements of historical
fact and may be “forward-looking statements”. Forward-looking statements are subject to a variety of risks and
uncertainties which could cause actual events or results to materially differ from those reflected in the forward-looking
statements.

Actual results may differ materially from results contemplated by the forward-looking statements. Important factors
that could differ materially from the Company’s expectations include, among others, risks related to metals prices,
international operations, unsuccessful exploration results, conclusions of economic evaluations and changes in project
parameters as plans continue to be refined as well as changes in the availability of funding for mineral exploration and
development, unanticipated changes in key management personnel and general economic conditions. When relying on
forward-looking statements to make decisions, investors and others should carefully consider the foregoing factors and
other uncertainties and should not place undue reliance on such forward-looking statements. The Company does not
undertake to update any forward-looking statements, oral or written, made by itself or on its behalf, except as required
by applicable law. Accordingly, readers should not place undue reliance on forward-looking statements.
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Reyna Mining and
Engeneering, S.A. de

Jose Antonio
Berlanga Balderas

[

Real de Maconi
S.A.de C.V.
(Mexican
Subsidiary)

Minera La Negra,
S.A.de C.V.
{Mexican
Subsidiary)

2

Aurcana
ArrangeCo
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y Minera Aurcana,
S.A.de C.V.
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\,

Perforadora
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EXECUTION VERSION

AMENDED AND RESTATED CREDIT FACILITY AGREEMENT
between

Aurcana Corporation
as Borrower,

The Partles listed on Exhibit!
as additional Loan Partles

and

Orion Mine Finance (Master) Fund 1 LP
as Lender

Dated as of April 29, 2014
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AMENDED AND RESTATED CREDIT FACILITY AGREEMENT

This AMENDED AND RESTATED CREDIT FACILITY AGREEMENT s dated as of April 29, 2014
and entered Into by and between AURCANA CORPORATION, a corporation incorporated pursuant to the
federal laws of Canada ('Borrower”), THE PARTIES LISTED ON EXHIBIT | HERETQ, and ORION MINE

“FINANCE (MASTER) FUND | LP, an exempted limited partnership formed under the laws of Bermuda
("Lender"), by its general partner Orion Mine Finance GP | Limited.

- RECITALS

© WHEREAS, the Borrower and MF2 INVESTMENT HOLDING. COMPANY 1 (CAYMAN) LIMITED
(the "Former Lender") entered into a Credit Facility Agreement (the “Original Loan Agreement’) dated as of
September 19; 2013 (the proceeds of which were used to develop (i) the La Negra sliver-copper-zinc-tead
" mine, located in the state of Queretaro, Mexico and (ii) the Shafter Mine located in Presidio County, Texas,
USA ({i} and (ii), the “Projects”). ‘ : ' oo

AND WHEREAS, the Borrower publicly announced (i) on December 12, 2013 a significant reduction
in the aggregate minerai resource estimate as compared with the mineral resource estimate contained in the
June 2011 amended feasibliity study for the Shafter property. and (i) on December 19, 2013 the decision to
place the Shafter Mine on care and maintenance (collectively, the "Public Announcements®).

AND WHEREAS, the Former Lender has assigned all of its rights and delegating all of its obligations
under the QOriginal Loan Agreement, the Guarantees, all other Loan Documents and the Loan to the Lender
and the Lender has assumed and agreed to be liable for all such obligations, all pursuant to an agreement
dated the 29" day of Aprii, 2014. '

AND WHEREAS. the Borrower and the Lender now desire, to amend and restate the Origina! Loan
Agreement to, account for, amongst other things, the extension of time and various other amendments as
provided for herein.

NOW, THEREFORE, in consideration of the premises and the agreements, provisions and
covenants herein contained, the Borrower, each Loan Party and the Lender agree as foilows:

SECTION1
DEFINITIONS

14 Certain Defined Terms.
{A) The foliowing terms used in this Agreement shall have the following meanings:

“Affitiate” in relation to any Person (in this definition, the “refevant party”} means any other
Parsan that directly or indirectly, Controls, is Controlled by or is under common Controi with, the relevant

party.

“Agfeement“ means this Amended and Restated Credit Facilty Agreement ss # may be
amended, restated, supplemented or otherwise modified from time to time.

~Amended and Restated Closing Date” means the date upon which the conditions specified
in Section 3.2 are satisfied, or such other date as is agreed to by the Borrower and the Lender in writing.

*Annual Budgst” has the meaning assigned to that term in Section 5 1(G) hereof.

“Approvals” means each and every approvai, order in council, authorization, ticense, permit,
consent, filing and registration by or with any Governmental Agency or other Person which are required by
appiicable law and necessary to authorize or permit the development and operation of the Mining Properties.
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“Agset Disposition” means the disposition (other than In the ordinary course of business), In
any transaction or series of related transactions, whether by sale, iease or transfer, of any, all, or
substantially all, of the.Loan Party Property or which has the effect of selling or otherwlse disposing of the
whole or all or substantially all of the Loan Party Property In each case, whether or not consideration therefor
consists of cash, securlties or other assets owned by the acquiring Person

*Bankruptcy Code" means Title 11 of the United States Code as now or hereafter in effect, or
any successor statute,

) "Base Interest Rate’ means the rate of interest per annum (expressed on the basis of a 360-
day year) determined by the Lender as being the rate (rounded to the nearest 1/16th), which appears on the
Reuter's Screen LIBOR01 Page (or stich other page as may replace the Reuter's Screen LIBOR01 Page on
such service as may be nominated by the Britlsh Banker's Assoclation for the purpose of displaying London
Interbank Offered Rates for U.S, Dollar deposits) as of 11:00 A.M., London (England) time,. on the Interest
Determination Date for Dollars deposits for a perlod comparable to the Libor Interest Period, and if different
rates are quoted for deposits in varying amounts, in the amount which Is closest to amount then outstanding
under.the Loan, If such rate Is not avallable on such day, "Base Interest Rate" means, for the relevant Libor
interest Perlod, the Interest rate per annum, as a percentage (rounded to the nearest 1/16th), which the
Lender, in accordance with its normal practice, would be prepared to offer to leading banks in the London
Interbank Market, for dellvery on the first day of the Libor Interest Period and for Libor Interest Period
deposits in Dollars of comparable amounts to such relevant Advance, at or about 11:00 AM., London
(Engiand) time on the relevant Quotation Date; provided however, in no event shall the Base Interest Rate
be less than 1 percent (1%) per annum, .

“Borrower" has the meaning assigned to that term in the preamble to this Agreement,

"Business Day’ means any day excluding Saturday, Sunday and any day which is a legal
holiday under the laws of any of the State of New York, the province of British Columbia, the United Kingdom
or the Cayman Isiands, or is a day on which banking institutlons located in any of the State of New York, the
province of British Columbia, the United Kingdom or the Cayman Islands are permitted to be closed

“Capltal Expenditures” means, with respect to any Person, all expendltures (by the
expenditure of cash or the incurrence of indebtedness) by such Person during any measuring period for any
fixed assets or improvements or for replacements, substitutions or additions thersto, that have a useful life of
more than one year and that are required to be capitalized under GAAP.

“Capltalized Lease" means, with respect to any Loan Party, any lease of property, real or
personal, If the then present value of the minimum rental commitment thereunder should, in accordance with
GAAP, be capitalized on a balance sheet of such Loan Party.

"Capltal Stock" means common shares of capitai stock, partnership interests, membership
Interests, beneficial interests or other equity interests in any Person or any warrants, options or other rights
to acquire any such interests. ,

"Cash gglgg ce" means the aggregate vaiue of cash balances or Cash Equlvalents in bank

accounts maintained by the Borrower or the Subsidiaries, that are not used as collateral to secure .

Indebtedness (other than the Obiigations).

"Cash Equlvalents” means (a) any readily-marketable securities (i) lséuéd by, or dlrectly.
unconditionaily and fully guaranteed or insured by the federal government of Canada or (i) issued by any
agency of the federal government of Canada the obligations of which are fully backed by the full faith and credit

of the federal government of Canada (b) any readily-marketable direct obligations issued by any other agency

of the federai government of Canada, any province of Canada or any political subdivision of any such state or
any public Instrumentality thereof, in each case having a rating of at least "A-1" from S&P- or-at least "P-1" from
Moody's, (c) any commerclal paper rated at least "A-1" by S&P or "P-1" by Moody's and issued by any Person
organized under the iaws of any province of Canada, (d) any dollar denominated time deposit, insured
certificate of deposit, ovemight bank deposit or bankers" acceptance issued or accepted: by any commerclal
bank that Is a Schedule | bank under the Bank Act (Canada).

2
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: "Change of Control" means the occurrence of any of the foilowing: (a) the direct or indlrect
. sale, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a
series of related transactions, of all or substantially all of the properties or assets of the Borrower and its
Subsidlaries, taken as a whole, to any Person; or (b) the adoption of a plan relating to the liquidation or
dissolution of any Loan Party; or (c) any Person or group, becomes the owner or has the right to become the
owner, in each case directly or Indirectly, of 50% or more of the voting power, voting securities or Equity
Securities of the Borrower; or (d) any Loan Party amalgamates or consolidates with, or merges with or into,
any Person (other than a Loan Party), or any Person consoiidates with, or merges w;th or such Loan Party,
in any such event pursuant to a transaction in which any of the outstanding voting securities of such Loan
Parly or such other Person Is converted into or exchanged for cash, securities or other property (other than
securities of a Loan Party); or (e) a replacement of mare than 50% of the members of the Board that is not
approved by a majority of those individuals who are members of the Board Immedlately prior to such
replacement; or (f) the execution by any Loan Party or its controlling shareholders of an agreement providing
for or that wiil-resuit in any of the foregoing events.

"Consolidated” means the consolidation of accounts in accordance with GAAP, including
principles of consolidation.

"Consofidated Adjusted EBITDA" means, for any perlod and with respect to the Borrower,
the aggregate of (1) Consolidated operating revenues of the Borrower and its Subsidiaries minus
consolidated costs of sale and consolidated operating expenses of the Borrower and its Subsidiaries; plus
(2) Consolidated depreciation of the Borrower and its Subsidlaries; plus (3) Consolidated amortization of
intangibies of the Borrower and its Subsidiaries; plus (4) Consoiidated allowances of the Borrower and its
Subsidiarles. Allowances Inciude allowances for contingencies, other contingencles, doubtful receivables,
long term investments, inventories, liabilities and property, piant and equipment and any other allowances
that the Borrower or its Subsidlaries inciude in-thelr financial statements, during the applicable period, in
each case, for such period. It being understood that all such components of Consolidated Adjusted EBITDA
shall be determined in accordance with the Borrower's reporting under GAAP.

“Consolidated Coverage Ratio" means at any date, (i) the Consolldated Adjusted EBITDA for
the period from the most recently ended perlod of four consecutive fiscal quarters, divided by (ll) the
Consolidated Debt Expense for such perlod.

“Consolidated Debt Expense" means, for any period and with respect to the Borrower and its
Subsidiaries, the sum of (i) the aggregate amount of Consolidated interest expense in respect of
Indebtedness, net of Consolidated interest income, accrued (including, but not limited to, any amount thereof
capitalized) of the Borrower and its Subsidiarles during such perlod, and (i) all scheduled principai
repayments of Indebtedness during such period, including scheduled repayments under this Agreement,
each as determined in accordance with GAAP.

“Consolidated indebtedness Ratio” means at any date, (i) the indebtedness outstanding for
the Borrower and its Subsidiaries on a Consolidated basis for the most recently ended period of four
consecutive fiscal quarters divided by (i) the Consolidated Adjusted EBITDA for such period.

*Control®, “"Controls" and “Controlied” when used with respect to any Person means
possession, directly or indirectly, of the power to direct or cause the direction of the management or policies
of such Person (whether through ownership of Capital Stock which carries the right to vote, by contract or
otherwise); provided that, in any event and without fimitation, any Person or combination of Persons acting
jointly or in concert which owns or own, directly or indirectly, more than 50% of the Capital Stock having
ordinary voting power for the election of the directors of, or Persons performing similar functions for, such
Person will be deemed to Contro! such Person (irrespective of whether at the time any other Capiltal Stock of
such Person of any other class shall or might have voting power upon the occurrence of any contingency).

) .. “Consumer Price Index" means the consumer price index, as published by Statistics Canada
from time to tlme or faifing such pubticatlon such other index as the Borrower and the Lender may agree.

. "Default" means a conditlon, act or event that, after notice or lapse of time or both, would
constitute an Event of Default.

3
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‘D ouarg and "§"means lawful money of the United States,

. "Disciosure Letter" means the letter provided to the Lender by the Loan Parties on the
Amended and Restated Ciosing Date containing the dlsclosure contemplated by this Agreement

“Disaugtified Capita! Stock" means any.capital shares of any Loan Party or a_ Subsldiary
thereof which, by Its terms (or by the terms of any security Into which It is convertible or for which it Is
exchangeable at the option of the holder), or upon the happening of any event, matures or is mandatorily
redeemable (other than solely for capital shares of any Loan Party or a Subsidiary thereof which are not
otherwise Disqualified Capitai Stock), pursuant to a sinking fund obligation or otherwise, .or Is redeemable at
- the option of the holder thereof (other than soleiy for capital shares of any Loan Party or a Subsidlary thereof
- which are not otherwise Disqualified Capital Stock), in whoie or In part, on or prior to the applicable Maturity
Date, for cash or securitles constituting Indebtedness. Without limitation of the foregoing, Disquallfied
Capital Stock shall be deemed to include (i) any preferred shares of a Subsidiary of any Loan Parly and
(li) any preferred shares of any Loan Party, with respect to elther of which, under the terms of such preferred
shares, by agreement or otherwise, such Subsldlary or any Loan Party is obligated to ‘pay current dividends
or distrlbutlons in cash during the period prior to the applicable Maturity Date.

’ "Environmental Claims” means claims, liabilities, investigations, litigation, administrative
proceed!ngs judgments or orders relating to Hazardous Materials,

“Environmental Laws" means all federal, state or local iaws, statutes, common law duties,
rules, regulations, ordinances and codes, together with ail administrative orders, directives, requests,
licenses, authorizations and permits of, and agreements with (including consent decrees), any governmental
agencies or authorltles, in each case relating to or imposing liabllity or standards of conduct concerning
public health, safaty and environmental protection matters.

“Equity Securities” means any securities (i) having voting rights in the election of the board of
directors of the Borrower or the Guarantors not contingent upon default, (il) evidencing an ownership interest
in the Borrower or the Guarantors or (i) convertible into or exerclsable or exchangeable for any of the
foregoing (other than unexercised optlons [ssued to an empioyee, consuitant, officer or director of the
Borrower or any of the Guarantors or any Subsidiary pursuant to an incentive option pian or otherwise), or
any agreement or commitment to issue any of the foregoing.

"Event of Default’ means any of the events set forth in Sectlon 7.1 heredf.
"Exchange Act' means the United States Securltles Exchange Act of 1934, as amended,

‘ "Excess Cash Flow" means, without duplication, with respect to any rolling four Fiscal
Quarters of Borrower and its Subsldliarles, the amount by which (1) the Cash Balance and Consolidated
Adjusted EBITDA for such four Fiscal Quarter Period minus (b) Capital Expenditures during such four Fiscal
Quarters (excluding the financed portion thereof) and permitted "hereunder, minus (c) Consolidated Debt
Expense due and payabie during such four Fiscal Quarters for Permitted Indebtedness, plus or minus (as the
case may be) (d) extraordinary gains or losses which are cash items not included In the calculation of
Consolidated Adjusted EBITDA during such four Fiscal Quarters, minus (e) taxes pald and not necessarily
accrual taxes amounts during such four Fiscal Quarters, exceeds (2) $5,000,000.

“Excluded Taxes" means (i) Taxes imposed on or measured by net Income or net profits of
Lender (or any assignee thereof), (il} capltai taxes or franchise taxes, (jii) any branch profits taxes, in each
case under clauses (i) through (lif} imposed pursuant to the laws of Canada, the Cayman Islands, the United
States or the jurisdiction In which Lender (or such assignee) s organized, in which it Is resident for tax
purposes or In which lts principal office or applicable lending office is located or in which it is otherwise
deemed to be engaged In a trade or business for tax purposes (other than soleiy as the resuit of entering into
any of the Loan Documents or recelving any payments or taking any actions thereunder), or any subdivision
thereof or therein and (iv) Taxes that would not have been imposed but for a failure of the Lender (or an
assignee) to compiy with certification, Information or other reporting requirements conceming the
organization, residence or [dentity of the Lender (or such assignes) if such compllance is required by law or
by a Governmental Agency. v
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““Fiscal Quarter* means each period of three months ending on March 31, June 30,
September 30 and December 31 in each calendar year,

_ “Fiscal Year® means each twelve (12) month period ending on the last day of December in
each year, or Any other date which the Borrower uses as Its financlal year end for financial reporting
purposes in compllance with GAAP. .

'"g_ AAP" means generally accepted accounting principles in Canada as approved by the
Canadian !nsmute of Chartered Accountants in effect from time to time; and for greater certainty to the extent
that international accounting stendards have been adopted by the Canadian Institite of Chartered
Accountants in replacemant for generally accepted accounting principies, "GAAP" shali be deemed to refer
to such internaticnal accounting standards, ‘ :

"govgmmgntal Agency" means any (a) muitinational, federal, provincial, state, regional,
- municipal, locaf or other government, governmental or- pubilc department, central bank, .court, tribunal,
“arbitral body, commission, board, bureau or agency, domestlc or forelgn; (b) subdivislon, agent, commission,
board, or authority of any of the foregoing; or (c) quasi-governmental or private body exercnstng any
regulatory, expropnation or taxing authority under or for the account of any. of the foregoing.

‘Guaraptees” means the Guarantees between the Lender and each of the Guarantors. in
form and substarice satisfactory to the Lender, acting reasonabiy.

“"Guarantors” means the parties listed on Exhiblt | hereto.

- “Hazardous Material” means all or any of the following: (a) substances that are defined or
listed in, or otherwise classified pursuant to, any Environmental Laws or regulations as “"hazardous
substances”, “hazardous materials’, "hazardous wastes”, “toxic substances” or any other formulation
Intended to define, list or classify substances by reason of deleterious properties such as ignitabillty,
corrosivity, reactivity, carcinogenicity, or toxlcity, (b) any flammable substances or explosives or any
radloactive materials; and {(c) asbestos in any form or electrical equipment which contains any oll or dlelectric
fiuid containing polychlorinated blphenyis.

: “Indebtedness” as applled to each Loan Party, means without duplication: (a) all obligations
of such Loan Party for borrowed monay, or with respect to advances of any kind, (b) all obligations of such
Loan Party evidenced by bonds, debentures, notes or similar Instruments, or mandatorily redeemabie or
exchangeable stock, (c) ail obligations of such Loan Party upon which interest charges are customarily paid,
{d) all obligations of such Loan Party under conditional sale or other title retention agreements relating to
property acquired by such Loan Perty, (e) all obilgations of such Loan Party in respect of the deferred
purchase price of property or services (excluding (i) current accounts payable incurred in the ordinary course
of business and (ii) Instaliments of premiums payable wlith respect to policies of Insurance contracted for in
the ordinary course of business), (f) alf Indebtedness of others secured by (or for which the hotder of such
indebtedness has an existing right, contingent or otherwise, to be secured by) any Llen on property owned or
acqulred by such Loan Party, whether or not the Indebtedness secured thereby has been assumed, (g) alt
guarantles by such Loan Party of Indebtedness of others, (h) all obligations under Capitalized Leases of
such Loan Party, (i} all obligations, contingent or otherwise, of such Loan Party as an account party in
raspect of letters of credit and letters of guaranty, (j) all obllganons contingent or otherwise, of such Loan
Party in respect of bankers' acceptances; (k) any other contingent or off-balance sheet transactions
(including hedging agreements). The Indebtedness of each Loan Pary shall inciude the Indebtedness of
any other entity (including any partnership in Which any Loan Party is a general partner) to the extent such
Loan Party is liable therefor as a result of such Loan Party's ownership interest in or other reiationship with
such entlty, except to the extent the terms of such Indebtedness expressly provide that such Loan Party is
not liable therefor; (1) ait obligations of such Loan Party under any contract for the sale, purchase or
exchange, or for future delivery of commodities (whether or not such commodities are to be delflvered or
exchanged); and ‘(m) all obligations of such Loan Party under any gold stream agreements or similar
agreement, including, without limitation, any royalty agreements entered into after the date hereof without the
prior written consent of the Lender.
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: “Indemnified Taxes" means any and all Taxes other than Excluded Taxes, and shall in any
event specifically Include any Taxes required to be withheld in respect of payments of Interest to a Lender

hereunder,

‘Investment’ means, directly or indirectly, any advance, account receivable (other than an
+ account recelvable arlsing In the ordinary course of business), loan or capltal contribution to (by means of
~ transfers of property to others, payments for property or services for the account or use of others or
otherwise), the purchase of any Capital Stock, bonds, notes or debentures of, the acquisition, by purchase or
otherwise, of ‘all or substantially all of the buslness or assets or stock or other evidence of beneficial
ownershlp of, any Person or the making of any investment in any Person., Investments shall exciude
(1) extenslons of trade credit on commercially reasonable terms in accordance with norma! trade practices
and (il) the repurchase of securmes of any Person by such Person.

“Interest Determination Date" means the date which is two (2) Business Days pnor to the
first. gay of the Libor interest Period.

“La Negra Offtakes" has the meaning assigned to that term in Section 3.2(1) hereof,

assigns permitted pursuant to Section 8.1 hereof.

"Liabllities” has the meaning glven to that term in accordance with GAAP and Includes,
without limitation, all Indebtedness.

“Libor Interest Perlod" means the Inltial period of three months commencing on the Amended
- and Restated Closing Date and ending on the last day of such period, and, thereafter, each successive
period of three months until the Maturity Date.

"__igg“ means any lien, mortgage, pledge, security Inte}est, charge or encumbrance of any
kind, whether voluntary or involuntary, (Including any conditional sale or other fitle retention agreement, any
lease in the nature thereof, and any agreement to give any securlty interest).

"Loan" has the meaning assigned to that term in Section 2.3(A)} hereof,

“Loan Documents” means thls Agreement, the Guarantee, the Security'Documents and all
other instruments, documents, guaranties and agreements executed by or on behalf of any Loan Party and
delivered concurrently herewith or at any time hereafter to or for Lender in connection with the Loan or any
other transaction contemplated by this Agreement, &l as amended, restated, supplemented or modified from
time to time, ‘including, without limitation, any offtake arrangement entered lnto between the Borrower or any
Loan Party. on the one side, and the Lender on the other side. )

“Loan Party" means Borrower, the Guarantors and any other Person (other than Lender)
which Is or becomes a party to any Loan Document; provided that for purposes of the representaﬁons and
warranties contained in Section 4 hereof, the affirmative and negative covenants contained in Sections 5 and
6 hereof, respectively, and the events of default defined in Section 7.1 hereof, each. reference to a “Loan

Party” shall be deemed to be a reference to Borrower and each direct and indirect Subsidlary of Borrower.

"Loan Party Property” means, collectively, all of the Loan Parties’ pefsonal property and real
proparty. o v S

“Material Adverse Effect” means an event or circumstances taken alone or in conjunction
with other events or circumstances that has or could be reasonably expected to have a material adverse
effect upon (a) the business, operations, creditworthiness, properties, assets or condition (financial or
otherwise) of the Loan Partles taken as a whole, (b) the ability of any Loan Party-to perform Its obligations
under any Loan Document to whlch it is a party, or (c) the validity or enforceabliity of any. Loan Documents or
the rights and remedies of the Lender hereunder, other than (i) any change or event relating to or arising out
of general economic conditions (Including changes or events in the financial, banking, currency, metals
trading and capital markets) in Canada, the United States, Mexico or the global economy or (if) conditions

“Lender” means Orion Mine Flnance (Master) Fund | LP, together with its successors and
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generally affecting the industries in which any of the Loan Parties operate, other than any such conditions
that have a matefially disproportionate adversa effect on the Loan Partles, taken as a whole.

;‘Malurity Date" meansMay 29, 2018.

“Minerais” means any and all marketable metal bearing material in whatever form or state
that is mined, extracted, removed, produced or otherwise recovered from the Mining Properties, including
any such material derived from any processing or reprocessing of any tallings, waste rock or other waste
products originaily derived from the Mining Properties, and inciuding ore and any other products resulting
from the further milling, processing or other benefication of Minerals, inciuding concentrates or doré bars.

- “Mining Properties’ means all of the mining pr0pert|es owned by the Loan Parties, including,
without Ilmttatlon, the Projects,

“Obligations” means all obligations, liabllities and indebtedness of every nature of each Loan
Party from time to time owed to Lender under the Loan Documents inciuding the principai amount of the
Loan, all debts, claims and indebtedness (whether incurred before or after the applicable Maturity Date),
accrued and unpaid interest and ail fees, costs and expenses, whether primary, secondary, direct,
contingent, fixed or otherwise, heretofore, now and/or from time to time hereafter owing, due or payable
including, withcut limitation, all interest, fees, costs and expenses accrued or incurred after the filing of any
petition under any bankruptcy or insolvency law.

“Officer's Certificate” means a certificate signed in the name of a Loan Party by any of the
Chief Executive Officer, the Chief Financial Officer or any other senior executive officer of such Loan Party,

“Qriginal Ciésing Date" means September 19, 2013,

rating_Expenditures” means all expenditures incurred by the Borrower and its
Subsidiaries in the operation and management of the Projects,

Overrun” means, with regard to any particuiar budgeted item, the amount by which costs in
respect of such budgeted item or component exceed amounts allocated thereto in the Annuai Budget (after
exhaustion of any and all available contingency amounts in the Annual Budget),

“Permitted Dispositions” has the meaning assigned to that term in Section 6.2 hereof.

K ermitted Engumbrances” means the following types of Lians:
(A) Liens securing the Obligations;

(B8) Liens for taxes, assessments and goveinmental charges (other than
Environmental Claims) the payment of which is not yet due and payable or which are being
.contested in good faith by a Loan Party and by appropriate proceedings promptly initiated and
ditigently conducted, and a reserve or other appropriate provision, if any, as shall be required by
GAAP shall have been made therefor;

(C) Liens imposed by law, such as carrier's, warghousemen’s, mechanic's,
materialmen’s and other similar Liens securing obligations (other than Indebtedness for borrowed
money) that are being contested in good faith and by appropriate proceedings promptly initiated and
diligently conducted, and a reserve or other appropriate provision, If any, as shall be required by
GAAP shajl have been made therefor;

(D) Liens arising under Capitalized Leases of less than or equal to $10,000,000
in aggregate, or Liens securing purchase money indebtedness or of purchase money mortgages and
any other Lien on equipment acquired, ieased or held with a fair market value less than or equal to
$10,000,000 on an aggregate basis (including equipment held as lessea under a ieveraged lease) in
the ordinary course of business to secure the purchase price of or rental payments with respect to
such equipment or to secure Indebtedness incurred for the purpose of financing the acquisition

. 7.
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(Inciuding acquisition as lessee under leveraged leases), construction or improvement of any such
equipment to be subject to such Liens existing on any such equipment at the time of such
acquisition, or extensions, renewals or replacements of any of the foregoing for the same or a lesser
amount, provided that: (x) no such Lien shall extend to or cover any equlpment other than the
equipment being acquired, constructed or improved, and no such extension, renewal or replacement
shall extend to or cover any property not theretofore subject to the Lien being extended, renewed or
replaced; (y) the principal amount of the Indebtedness secured by any such Lien, or any extension,
renewal or replacement thereof, shail not exceed the greater of the falr market value or the cost of
the property so heid or acqurred

(E) borrower deposits and pledges of cash or securltles (only to the extent such
- deposits or pledges are incurred or otherwise arise In the ordinary course of business and secure
obligations not past due) securing (I) the performance of bids, tenders, leases, contracts (other than
for the payment of money) or statutory obligations or (i} obligations on surety. or appeal or

i performance bonds, Inciuding those to support or secure reclamation In accordance with applicable

- law, either (X) to a maximum of $600,000, or (Y) acquired in connection with Permitted investments
* but only to the extent that they are secured with sufficlent cash collateral and, in each case, only to
the extent such deposits or pledges are incurred or otherwise arise in the ordinary course of

= pusiness and secure obligations not past due;

(F) piedges, deposits and Liens in connection with workers' compensation,
employment insurance and other similar legislation and deposits securing llability to Insurance
carriers under insurance or self-insurance arrangements to the extent required by law;

(G) rights of set-off or bankers' Liens upon deposits of cash or broker's Liens
upon securities in favour of financlal institutions, banks or other depositary institutions to a maximum
of $10,000;

(H) survey exceptions, title defects, easements, zoning restrictions and similar
encumbrances on real property and minor irregularities in the title thereto that do not (i) secure
obligations for the payment of money or (ll) materially adversely impair the value of such property or
its use by any Loan Party In the normai conduct of such Person's business;

0] royalty interests or similar Liens In respect of the Mining Properﬁes existing
as of the date hereof and set out in Schedule A of the Disclosure Letter;

(J) Liens given In the ordinary course of buslness to a public utlity or any
municipality or governmental or other public authority when required by such utility. or municipality or
govemmental or other authority In connectlon with the operations of any Loan Party for amounts less
than $76,000;

(K) with respect to Llens set forth in clause (D), replacement liens in respect of
any refinancing or the replacement of the underlying Indebtedness provided such refinancing or
replacement does not Increase the then-outstanding principal balance of such Indebtedness being
refinanced or replaced;

(L Liens which would not be reasonably expected to cause a Material Adverse
Effect, arising or potentially arising under statutory provisions which have not at the time been filed or
registered In accordance with applicable law or of which written notice has not been duly given in
accordance with appilcable law or which, although filed or registered, relate to obligations not due or
delinquent;

(V) the right reserved to or vested in any Governmental Agency by any statutory
provrsron or by the terms of any lease, licence, franchise, grant or permit of the Person, to terminate
any such lease, licence, franchise, grant or permit, or to require annual or other payments as a
condition to the continuance thereof;
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(N) Llens arlsing from the right of distress enjoyed by landlords or Liens
otherwlae granted to landlords, in either case, to secure the payment of arrearq of rent in respect of
leased P roperties; AND :

(0) Liens in relation to the letter of credit agreement entered into by the
Borrower and The Toronlo—Domlmon Bank on March 6, 2014 up to a maximum of $1,253,103;

“Permitted Indebtedneg means, for any Person, the following types of Indebtedness:

‘ (A) . Indebtedness under any of the Loan Documents -or Indebtedness owing to
anolher Loan F’arty, 5 - i der an ,

: T (B) Capitalized Leases of less than or equai to $10,000,000 in aggregate, or
purchase money Indebtedness or purchase money mortgages on assets acquired leased or held
with-a falr market value less than or equal to $10,000,000 on an aggregate basis (including
equipment held as lessee under a leveraged lease) In the ordinary course of business, provided that
the principal amount of the indebtedness shall not exceed the greater of the fair market value or the
cost of the property so held or acquired;

©) Indebtedness secured by Permitted Encumbrances;

Dy trade payables and normal accruais in the ordinary course of business not
more than 80 days past due or with respect to which such Loan Party is contesting in. good faith the
amount or validity thereof by appropriate proceedings and then only to the extent that such Loan
Party has established adequate reserves therefor, if required under GAAP;

(E) reimbursement obligations for reasonable travel expenses; and

(F) indebtedness listed on Schedule A of the Disclosure Letter — Permitted
Investments and Permitted Indebtedness.

“Permitted lnves@en means, for any Person, investments or Restricted Payments as
speclﬁed below made on or after the date of this Agreement consisting of.

(G) Investments or Restricted Payments by the Borrower, dr by a Loan Party, in
the Borrower or a Loan Party;

(H) Investments in time deposits, certificates of deposit, money market deposits
of, and bankers' acceptances and commercial papers Issued by, any commercial bank
incorporated in the United States of recognized standing having capital and surplus in excess of
$100,000,000 or of any Canadian chartered bank, in each case, with maturities of not more than
one year from the date of acquisition by such Person;

{I) Investments in marketable, direct obligations issued or guaranteed by the
federal government of Canada or the. United States or any provinciai or state government of
Canada or the United States of America, or of any Governmental Agency thereof, maturing within
365 days of the date of purchase;

(J) Investments in accounts receivabie of any Loan Party generated in the
ordinary course of business.

“Person” means and includes naturai persons, corporations, limited partnerships, general
partnerships, .iimited iiability companies, joint stock companies, joint ventures, associations, companies,
trusts, banks, trust companies, land frusts, business trusts or other organizations, whether or not legal
entities, and governments and Governmentai Agencies and political subdivisions thereof.

“Prohibited Perzon” means a competitor of the Borrower or Sprott Securities inc. or any of its

Affiliates.
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"Repa yrhegt Date" the daté bf'repayment in fuli of the principal and Interest under the Loan,
any expenses under Seclion 8.3 and any Indemnification amounts which are then outstanding under Section
84. , 2

“Resiricted Payment’ means any of the following: (I) the declaration or payment of any
dividend or any other dlstribution or payment on capital of any Loan Party or any payment made to the direct
or Indirect holders (in their capacities as such) of capital of the Loan Parties (other than (x) dividends or
distributions payable solely in capital shares (other than Disqualified Capital Stock) or in options, warrants or

other rights to purchase capitai shares (other than Disqualified Capital Stock), and (y) in the case of a Loan.

Party, dividends or any other distributions or payments on capital payable to the Borrower or to a Loan
Party), (i) the purchase, redemption or other acquisition or retirement for vaiue of any Equity Securities
(other than Equity Securities owned by the Borrower or a Loan Party, excluding Disqualified Capital Stock),
unless redeemed from a Loan Party, (ill) the making of any principal payment on, or the purchase,
defeasance, repurchase, redemption or other acquisition or retirement for value, prior to any scheduled
maturity, scheduled repayment or scheduled sinking fund payment, of any indebtedness (other than
Permitted indebtedness and Indebtedness acquired in anticlpation of satisfying the applicable Maturity Date
of the Loan, in each case due within one year of the date of acquisition), (Iv) the making of any investment or
guarantee of any investment In any Person other than a Permitted investment and (v) forgiveness of any
Indebtedness of an Affiliate of the Borrower (other than a Loan Party) to the Borrower or a Loan Party,

“Securlty Documents” means all security agreements Identified on Exhibit 3.2(A) hereto and
other documents, instruments and agreements now or hereafter securing {(or given with the intent to secure)

the Obligations.

"Shafter Offtake Agreement” means the Offtake Agreement dated as of September 19, 2013
among the Botrower, Cane Silver Inc Rio Grande Mining Company, Silver Assets, Inc, and the Former

Lender, ’

"Solvent” means, as to any Person(s), such Person(s) who (a) own(s) and will own saleable
assets the higher of book value and falr market vaiue which are (I) greater than the total amount of its
indebtedness and (li) greater than the amount that will be required to pay the actual or probable llabliitles,
subordinated, contingent or otherwise, of such Person(s) individually and taken as a whole (as applicable) as
they become absolute or mature; (b) has or have (as applicable) capital with which to conduct business that
Is not unreasonably small in relfation to its or thelir (as applicable) businesses as presently conducted or any
contemplated or undertaken transaction; and (c) do or does (as applicable) not intend to incur and do or
does (as applicable) not believe that It or they (as applicable) will incur debts, subordinated, contingent or
otherwise, beyond its or their (as applicabie) ability to pay such debts as they become due absolute and
matured,

“Subsldiary" means, if applicable, with respect to any Person, any corporation, assoclation or
other business entity of which more than fity percent (50%) of the total voting power of Capital Stock entitied
(without regard to the occurrence of any contingency) to vote in the election of directors, managers or
trustees thereof Is at the time owned or controlled, directly or indirectly, by such Person (or any of its other
Subsidiaries).

"Taxes" means all foreign and domestic federal, provincial, state, municipal and other
governmental taxes, levies, imposts, deductions, charges, clalms, and assessments and wnthholdmgs and
all liabilities with respect thersto (fncludfng, without limitation, interest and penaities).

*United Statgs" and *U.S." means the Unlted States of America.
1.2 Accounting Terms.

For purposes of this Agreement, all accounting terms not otherwise defined herein inciuding assets
and liablitles shall have the meanings assigned to such terms In conformity with GAAP. Financial
statemenls and other information furnished to Lender pursuant to Sechon 5.1 hereof shall be prepared in
accordance with GAAP on a conslstent basis.
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1.3- Other Definitional Provisions.

Refererices to "Sections”, "subsections” and "Exhibits” shall be to Sectrons subsections ‘and
Exhibits, respectweiy, of this Agreement unless otherwise specifi caMy provided. Any of the lerms defined in

Section’ 1,1 may, uniess the context otherwise requires, be used in the singular or the plural depending on:

the reference.” in this Agreement, words importing any gender include the other genders: the words

"mciudmg." “includes” and "include” shall be deemed to be followed by the words “without limitation"; except

. as’'étherwise indicated (e.g., by references to agreements "as in effect as of the date hereof or words to that
effect), references to agreements and other contractual Instruments shall be deemed to include subsequent
amendments; a.,5|gnments and -other modifications thereto, -but on!y to the extent such amendments,

- assignments and other modifications are not prohibited by the terms of this Agreement or any other Loan
Document; referances to Persons include thelr respective permitted successors and assigns or, in the case
of -governmerital- Persons, Persons succeeding to the relevant functions of such Persons; and all references
to statutes and reiated regulatrons shall include any amendments of same and any successor statutes and
regulations.

SECTION 2
© LOAN AND COLLATERAL

2.1 " Qrigination Fee.

On the Original Closing Date, the Borrower paid to the Lender in Dollars for the account of the
Lender an. origination fee in an amount equal to 1 percent (1%) of the aggregate amount of the Loan. For
greater cenamty, the amount of the origination fee on the Closing Date was $500,000.

22 Refinancing Fee, Cancellation of Offtake and Reduction In Principal Amelnt,

On the Amended and Restated Ciosing Date, the Borrower agrees to issue to the Lender as (i) a
refinancing fee, (i) in exchange for a reduction in the principal amount of the Loan and (iii) in exchange for
the termination and release of all of the obiigations under the Shafter Offtake Agreement, subject to the
approval of the TSX Venture Exchange (the “TSXV"), 16,498,601 common shares (the “Shares”) in the
capital of Aurcana. in the event that the TSXV does not approve the issuance of the Shares but approves a
lesser number of Shares that is acceptable to the Lender in its sole discretion (the "Lesser Amount”), the
Borrower shail. pay to the Lender an amount equal to the greater (such greater amount, the “Cash
Settiement") .of (a) the product of Share Differential muitiplied by the 20 trading day volume weighted
average price of the common shares of Borrower on the TSXV (the “20 day VWAP") preceding the. date
hereof and (b) the product of the Share Differential multiplied by the 20 day VWAP preceding the date the
TSXV provides notice that it will not approve the issuance of the Shares (the "Refusai Notice®). For purposes
of this Agreement the "Share Differential" shail be equal to the difference between 16,499,501 and the
Lesser Amount. This Cash Settiement shali be satisfred by adding the amount to the Loan and shall be
payabile pursuant to Section 2.6(G).

_ Loan/Borrowing Procedure/Evidence of Indebtedness.

" (A) Subject to the terms and conditions of this Agreement and in reliance upon the
representations and warranties of the Loan Parties set forth herein and in the other Loan Documents, the
Lender loaned to the Borrower $50,000,000 (the "Loan"), which was advanced in fuli on the Qriginal
Closing Date. After giving effect to.the principal reduction outiined in Section 2.2 above and payments
made to date, the current principal balance of the Loan as of the Amended and Restated Closing Dale is
$40,000,000.

(B) The Loan made by the Lender is evidenced by one or more foan accounts
maintained by the Lender. The loan accounts maintained by the Lender shall be conclusive absent
manifest effor of the amount of the Loan made by the Lender to the Borrower and the interest and
payments thereon, Any failure to so record or any error in doing so shall not, however, iimit or otherwise
affect the obligation of the Borrower hereunder to pay ail amounts owing with respect to the Loan. At the
request of the Lender, the Borrower shall execute and deliver for account of the Lender one or more
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promissory notes as additional evidence of the Indebtedness of the Borrower to the Lender resumng from
the Loan made by the Lender.

24 Use of Proceeds.

“The proceeds of the Loan shall be used to In accordance with the Annual Budget. -

2.5 Taxes.

(A) Any and ail amounts payabie to the Lender by any Loan Party hereunder shall be
made free and clear of and without deduction or withholding for any and all Indemnified Taxes, except for
Taxes required to be withheld or deducted by law or the interpretation thereof by the applicable
Governmental Agency.

(B) If any Loan Party is required by law or the interpretation thereof by the applicable
Governmental Agency to deduct or withhold any Indemnified Taxes from or In respect of any amount
payable hereunder to Lender, (1) the amount so payable shall be increased by such additional amount as
may be necessary so that after making all required deductions or withhoidings (including, without
limitation, deductions or withholdings applicable to additlonal-amounts payable under this Section 2.5), the
Lender shali receive a net amount equal to the full amaunt it would have received If no such deduction or
withholding had been made; (2) such Loan Party shali make such deductions or withholdings and (3) such
Loan Party shali remit, when due, the full amount of Taxes so deducted or withheld to the appllcable
Governmental Agency in accordance with applicabie law,

(C) Whenever any Taxes are remitted by any Loan Party, as promptly as possible
thereafler such Loan Party shail send to Lender, a certifled copy of an originai official receipt recelved by
such Loan Party showing payment thereof.

(D) Each Loan Parly shall pay and shali indemnify and hold harmiess the Lender within
fifteen Business Days after written demand therefor, for the full amount of any indemnified Taxes imposed
on, or pald by the Lender, except to the extent that such indemnified Taxes have been paid to the
appropriate Govemmental Agency by the Loan Party pursuant to Section 2.5(B), whether or not they were

~correctly or legally asserted. in addition, each Loan Parly shall indemnify the Lender for any Indeminified
Taxes or tax based on or measured by the overall net income of the Lender imiposed by any jurisdiction on
or with respect to any increased amount payable by such Loan Party under paragraph (B) of this Section
2.5 or any payment or indemnity payable by such Loan Parly under paragraph (D) of this Section 2.5, A
certificate containing reasonable detail as to the amount of such indemnified Taxes submitted to the
relevant Loan Party by the Lender shall be conclusive evidence, absent manifest error, of the amount due
from such Loan Party to the Lender.

(E) W the Lender determines, in its sole but reasonable discretion, that it has received a
refund of or reduction in Taxes as to which It has been Indemnified by a Loan Party or with respect to
which a Loan Party has paid additional amounts pursuant to this Sectlon 2.5, it shall pay to the Loan Party
an amount equal to such refund or reduction (but only to the extent of indemnlty payments made, or
additional amounts paid, by the Loan Party under this Sectlon 2.5 with respect to Taxes giving rise to such
refund or reduction), net of all out-of-pocket expenses of the Lender and without interest (other than any
net after-Tax interest pald by the relevant Governmental Agency with respect to such refund or reduction).
The Loan Party, upon the request of the Lender, agrees to repay the amount paid over to the Loan Party
(plus any penalties, interest or other charges imposed by the relevant Governmental Agency) to the
Lender If 1t is required to repay such refund or reduction to such Governmentai Agency. This paragraph
shali not be construed to require the Lender to make available Its tax returns (or any other information
relating to its taxes that it deems confidential) to any Loan Party or any other person, or to arrange its
affairs in any particular manner, provided that upon the reasonable request of the Borrower, and subject to
reimbursement by the Borrower of the Lender’s out of pocket expenses in connection with such cialm, the
Lender will make a ciaim with the relevant Governmental Authority for any availabie refund or reduction in
Taxes which would reduce the amount payabie by the Borrower under this Sectlon 2.6, °
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(F) The agreements in this Section 2.5 shai survive the termination of this Agreement
and the payment and satisfaction of the Loan and all other Obligations hereunder.

2.6 . Payments and Prepaymedts.

(A) interest.  Subject to Section 2.6(B), interest sha!l accrue and compound on the
unpaid principal amount of each Loan on a monthly basis from the date of such Loan untii the repayment
thereof, at a rate per annum equal to the sum of the Base interest Rate plus five and one-half percent
(5.5%). ‘ :

(B) Default Rate. In the event that any amount of principal of or interest on any Loan, or
any other amount payable hereunder or under the Loan Documents, Is not pald in full when due (whether
at stated maturity, by acceleration or otherwise), the Borrower shall pay interest on such unpaid prlnclpal
interest or other amount, from the date such amount becomes due untll the date such amount is paid in
full, payable on demand, at a rate per annum equal at ali times to the sum. of the Base Interest Rate pius
12.00% per annum. Additionally, and without limiting the foregoing, during the existence of any Event of
Default, the Borrower shall pay Interest on the unpaid principal amount of the entire outstanding princlpal
amount of the Loan, at a rate per annum equal at all limes lo the sum of the Base Interest Rale plus
12.00% per annum. Payment of any such interest at the rate described above shali not constitute.a waiver
of any Event of Default and shail be without prejudice to the right of the Lender to exercise any of its rights
and remedies under the Loan Documents.

(C) interest Payment. interest shail be payabie on a monthly basis beginning on the last
Business Day of each month following the Amended and Restated Closing Date; provided for greater
certainty that the interest payment due on April 30, 2014 shall be on the principal amount outstanding as at
April 30, 2014.without giving effect to the principal reduction in Section 2.3.

(D) Payments on Business Days. Whenever any payment to be made hereunder shall
be stated to be due on a day that is not a Business Day, the payment may be made on the next
succeeding Business Day and such extension of time shall be included in the computation of the amount
of interest or fees due hereunder. The Borrower shall make each payment under the Loan Documents
unconditionally in fuil without setoff, counterciaim or, to the extent permitted by applicable law, other
defense, and free and clear of, and without redugtion for or on account of, any present and future taxes or
withhoidings, and all llabliities with respect thereto. Each payment shall be made not later than 12:00 noon
(Vancouver time) on the day when due to the Lender in Dollars and in same day funds, or such other
funds as shall be separately agreed upon by the Borrower and the Lender, In accordance with the
Lender's payment Instructions.

(E) Computations. All computations of interest hereunder shail be made on the basis of
a year of 360 days with 12 30-day months.

(F) Highest Lawful Rate. The Borrower agrees to pay an effective rate of interest equai
to the sum of (i) the interest otherwise payable pursuant to Sections 2.6(A) and (B) of this Agreement, plus
(i) the additional interest, if any, which may be deemed to resuit from any charge or fee in the nature of
interest from time to time to be paid by the Borrowar pursuant to the terms of this Agreement, any other
Loan Document or other document executed and delivered in connection herewith. The tota! liability of the
Borrower for the payment of such interest shall not exceed the applicable limit imposed by the usury laws
of any applicable jurisdiction. If the Lender receives Interest in an amount which exceeds such limit, such
excess amount shall be applied instead to the reduction of the unpaid principal balance and not to the
payment of interest, or at Lender's election the surplus shall be remitied to the Borrower by the Lender,
and the Borrower hereby agrees to accept such remittance.

(G} Repayment. The Loan shail be repaid in 48 equa! monthly instaliments with the first
such instailment being due on the last Business Day of May 2014. For the avoidance of doubt, all unpaid
amounts of principal and interest shall be repaid In full on the Maturity Date. On the Repayment Date (or,
in event the Loan is refinanced with a secured loan, concurrent with such refinancing), the Lender will
promptly, at the Borrower's sole expense, execute and deliver any termination statements (including the
termination of any outstanding promissory notes), lien releases, mortgage or deed of trust releases,
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discharges of security. interests, and other similar discharge or release documents (and, if applicabie, in
recordable form) as are reasonably necessary to release, as of record, the Lender’s Liens and all notices
of securlty interests and liens previousiy filed by or on behalf of the Lender with respect to the Obiigations.

(H) Application. After the exerclse of remedies: provided for in Section 7.2 (or after the
Loan has automatlcally become immediately due and payable as sel forth in Section 7.2), each payment
by or on behalf of the Borrower hereunder shall, unless a specific determination is made by the Lender
with respect thereto, be applied (i) first, to any costs, expenses and other amounts (other than principal
and Interest) due to the Lender; (il} second, to accrued and unpaid interest due the Lender; and (iil) third,
- to principal due the Lender. In the event any payment of principal is made other than on the applicable
‘payment date pursuant to paragraph 2.6(G) and as. a resuit the Lender incurs any’costs or expenses
(whether in connection with the repayment by it of corresponding amounts to its own funding source or
otherwise), then the Borrower shall, upon demand, pay the amount of such costs and expenses to the
Lender (provided however such costs and expenses shall not include loss of profits),

(i) Prepayment The Borrower (I) may, upon prior notice to the Lender not later than
five. (5) Business Days prior to the proposed prepayment date, and (i) shall, In accordance with Section
2.6(K), prepay the outstanding amount of the Loan in whole or in part, without premium or penalty, with the
application thereof to.princlpal payments due in the Inverse order of thelr maturity; provided that any
optionai prepayment shell be in a principal amount of at jeast $100,000. For greater certainty and without
iimiting the foragoing, no amount shali be payable pursuant to the second sentence of Section 2.6(H) in
the event of any prepayment. The notice given of any optional prepayment shall specify the date and
amount of the prepayment. If the notice of optional prepayment is given, the Borrower shall make such
prepayment and the prepayment amount specified in such notice shali be due and payable on the date
specified thereln, with accrued Interest to such date on the amount prepald.

(J) Cash Flow S Certificate. So iong as any amount owing hereunder remains
unpald or any Obiigation is outstanding, within 16 days after the end of such Fiscal Quarter, the Borrower
shall deliver to the Lender a certificate signed by its Chief Executive Officer and Chief Financlai Officer
setting out In reasonable detail the calculation of its Excess Cash Flow for the completed Fiscal Quarter,

(K) Mandatory Prepayments {(Cash Flow Sweep and Agset Sales).

0] To the extent the Borrower generates Excess Cash Flow in a given
Fiscal Quarter, the Borrower shall, within 15 days after the end of such Fiscal Quarter, mandatorily prepay
(without penaity or premium) the Lender any amount outstanding owing by the Borrower hereunder an
aggregate amount equal to 100% of lts Excess Cash Flow for such Fiscal Quarter.

i To the extent the Borrower undertakes any Permitted Dispositions in
accordance with Section 6.2(A) with respect to any assets forming any part of the Shafter Mine located in
Presidio County, Texas, USA, the Borrower shall, within 16 days of such Permitted Disposition,
mandatorily prepay (thhoul penalty or premium) the Lender any proceeds from such Permitted
Dlspositlon

Any mandatory prepayments from Excess Cash Flow paid pursuant to this Section 2.6(K) shall be apptled
in accordance with Section 2.6(H) In the inverse order of the maturity of such payments,

SECTION 3
CONDITIONS TQ CLOSING

3.1 Condition to Original Closing Date

The obligation of the Lender to make the Loan was subject to the satisfaction of certain conditions
precedent before or concurrently with such Loans (the parties hereto-agree that such Loans were advanced
and such conditions precedent were satisfied or waived to the satisfaction of the Lender prior to the advance

of the Loan).

32  Conditions to Amended and Restated Closing.
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The Amended and Restated Closing Is subject to satisfaction (as detérmined by Lender) of all of the
condrttons set forth beiow.

a " (A) -Closing Deltvenes Lender shall have received, in form and substance satisfactory
to Lender, ali documents, instruments and information identified on Exhibit 3.2(A) hereto (including,

~“withaut limitation, ail of the. Security Documents, the La Negra Offtakes and a certificate signed by its Chief
Executive Officer and Chief Financlal Officer setting out in reasonable. detall the pro forma calculation of
Consolidated Coverage Ratio and Consolidated Indebtedness Ratio for the most recentiy completed Fiscal
Quarter) ’ . .

(B) Representations gnd Warranties. The representations and warrantles contalned
herein and ln ‘the Loan Documents_shall be true, correct and complete on and as of the Amended and
Restated Clesing Date to the same extent as though' made on and as of the Amended and Restated
Ciosing Date, axcept for any representation or warranty limited by its terms to a spectﬂc date.

.. .(C). No Defauit. No event shall have occurred and be continuing or would result from the
consummaﬁon of the transactions contemplated by the Loan Documents that would constitute an Event of
Defauit or a Defauit.

(D) Performance of Agreements. Each Loan Party shall have performed all agreements
and satlsfied all conditions which any Loan Document provides shall be performed by such Loan Party on
or before the Amended and Restated Closing Date.

(E) No_ Prohibiton. No order, judgment or decree of any court, arbitrator or
Governmental Agency shail purport to enjoin or restrain Lender from advancing the Loan.

) (F) No_Litigation. There is not pending or, to the knowledge of any Loan Party,
threatened any action, charge, claim, demand, sult, proceeding, petition, governmental Investigation or
arbitration by, against or affecting any Loan Party or its assets that has not been disclosed to Lender by
Borrower in writing, and nothing has occurred and there has been no development in any such action,
charge, ciaim, demand, sult, proceeding, petition, governmental investigation or arbitration that, in the
opinion of the Lender, would reasonably be expected to have a Materiaj Adverse Effect.

(G) No_Material Adverse Effect. Lender shall have recelved evidence reasonably
satisfactory to it that nothing has occurred from December 31, 2013 to the date hereof which would
reasonably be expected to have a Material Adverse Effect.

(H) Shares. The Borrower shall have received (i) an acceptance letter from the TSXV
with regards to the issuance of the Shares or the Lesser Amount to the Lender {or its Affiliate as it may
direct) in ccrinection with the debt settiement as contemplated herein, (i) a conditional acceptance letter
from the TSXV in connection with the issuance of a minimum of 3,076,923 units .of the Borrower at
Cdn$0.65 per unit pursuant to a marketed underwritten private placement equity raise (each unit to consist
of one common share of the Borrower and one share purchase warrant which wiil entitle the holder to
purchase an additional common share of the Borrower at Cdn$0.90 per common share at any time ‘during
the period of 24 months from the closing of the private placement) (the "Offered Securities™), and (i)
notice of acceptance from the TSXV with regards to the debt restructuring as contemplated herein. iIn
addition, the Borrower shall have entered into an engagement letter for a fully marketed private placement
In relation to the Offered Securities and the Lender shail have been provided with evidence reasonably
satisfactory to it that such underwriting agreement has been entered into.

() La Negra Offtakes. The Borrower shall have entered into and deiivered the La
Negra Offtakes for the period after January 1, 2017 through December 31, 2020 in the form attached

hereto as Exhibit 3.2(1)-1, Exhibit 3.2(1)-2 and Exhibit 3.2(1)-3 {the "La Negra Qfftakes").




SECTION 4
BORROWER'S REPRESENTATIONS AND WARRANTIES

To Induce Lender to enter into this Agreement, and to fund the Loan, the Borrower and the Loan
Parties (as applicable) represent and warrant to the Lender that the following statements are true, correct
and complete, Such representations and warranties, and ail other representations and warranties made by
sach of the Borrower and the Loan Partles, herein or in the other Loan Documents, shall survive the
exacution and delivery of this Agreement and the closing contemplated hereby:

4.1 Organization; Powers; Capitalization. .
' {A). Orgenizafion and Powers. Each Loan Party is an entity duly orgamzed validly

exlsting and, where applicable, in good standing under the laws of the Jurisdiction of Its Incorporation or
formation and is qualified to do business in all Jurisdictions where such qualification is required except

where fallure to ba so qualifled would not be reasonably expected to have a Materlal Adverse Effect. Each
Loan Party has ali requisite power and authority to own and operate its properties, to carry on Its business
as:now conducted and proposed to be conducted and to enter into each Loan Document to which it Is a
party and to consummate the transactions contemplated by each of the Loan Documents and otherwise to
carry out its obligations hereunder and thereunder.

(B) Capltalization. As of the date hereof, the Capital Stock of each Subsidlary of the
Borrower Is as set forth on Schedula 4.1(B) of the Disclosure Letter, All Capltal Stock of each Subsidiary
of tha Borrower is duly authorized and validly issued, fully paid, non-assessabie, free and clear of ali Liens
other than Permitted Encumbrances and such shares of Capital Stock were Issued in compilance in all
mataerial respects with all applicable provinclal, local, state and federai laws conceming the issuance of
securities. As of the date hereof, no Capital Stock of any Subsidlary of the Botrower Is Issued and
outstanding other than described above. As of the date hereof, there are no preemptive or other
outstanding- rights, options, warrants, conversion rights or similar agreements or understandings for the
purchase or acquisition from any Loan Party of any Equity Securities except as set forth on Schedule

4.1(B) of the Disclosure Letter.

4.2 Aut tion of Borro ; No Conflict.

, Each of Borrower and the Guarantors has the power and authority to incur the Obllgations, and, with
. respect to the Guarantor, to grant Liens in the Loan Party Property, The execution, delivery and
performance of the Loan Documents by the Loan Parlles has been duly authorized by all necessary
company and shareholder action. The execution, delivery and performance of the Loan Documents by the
Loan Partles and the consummation of the transactions contemplated by this Agreement and the other Loan
Documents by the Loan Parties, do not contravene and will not be in contravention of any applicable law, the
corporate charter or bylaws or articles of organization of any Loan Party or any agreement or order by which
they or any of thelr property is bound. This Agraement and the other Loan Documents when execuled and
delivered, are and wiil be, the legally valid and binding obiigations of the respective Loan Parties that are
party thereto, enforceable against each such Loan Parly in accordance with thelr respective terms, except as
the enforceability thereof may be iimited by applicable bankruptcy, insolvency, moratorium or other similar
laws affecting the enforcement of creditors’ rights generally and subject to any equitable principles iimiting
the right to obtain specific performance of any such obligation. )

4.3 Einancial Condition,

The consolidated financlal statements for the years ended December 31, 2012, and December 31,
2011, together with the related notes, concerning the Loan -Parties which have been or will- hereafter be
furished by the Loan Parties to Lender pursuant to this Agreement have been, or will be, prepared in
accordance with GAAP consistently appiied throughout the periods involved (except as disclosed theraln);
do, or will present fairly, the Consoildated financial condition of the Loan Parties as at the dates thereof and
the results of their operations for the periods then ended, and accurately reflect the ﬂnancial condition of the
Loan Parties in all material respects as at such date; and thera has been no event or development which has
had, or Is reasonably llkely to have, a Material Adverse Effect since Dacember 31, 2012,
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4.4  Off-Balance Sheet Transactions.
‘ E}(ceéf as set forth in Scheduie 4.4 of the Disciosure Letter, as at the date hereof, there are no off-

balance sheet. transactions, arrangements, obligations (inciuding contingent obligations) or other.

relationships of any Loan Party with unconsolidated entitles or other Persons that may have a current or
future effect on the financiai condition, changes in financlal condition, resuits of operations, eamings, cash
flow, liquidity, capital expenditures, capital resources, or significant. components of revenues or expenses of
a Loan Party other than Permitted Indebtedness.

‘45 ' |ndebtedness and Liabliitles.

As of the date hereof, no Loan Party has any indebtedness, except for Permitted indebtedness or in
each case, as reflected on the most recent financlal statements delivered to Lender on or before the Closing
Date or, in each.case, as Incurred in the ordinary course of business following the date of the most recent
financial statements delivered to Lender.

48 Names.

Schédule 4.6 of the Disclosure Letter sets forth, as at the date hereof, ail names, trade names,
fictitious names and business names under which each Loan Party currently conducts business or has at
any time during the past five years conducted business.

47 - Title to Properties: Liens.

Subject, with respect to all unpatented mining claims included In the Loan Party Property, to the
paramount title of the United States, the existence of overlaps between unpatented mining claims and the
right of the United States and third parties to use the surface of unpatented mining clalms under applicable
- law, each of the Loan Parties has good, sufficient and iegal title, subject to Permitted Encumbrances, to the
Loan Party Property. Except for Permitted Encumbrances, ali such properties and assets are free and clear
of Liens. To the knowiedge of each of the Loan Parties, there are no actual, threatened (in writing and
recelved by any Loan Party) or alleged (In writing and received by any Loan Party) defaults with respect to
any material leases of real property under which any Loan Party Is lessee.

48  Litigation; Adverse Facts.

" Except as set forth on Schedule 4.8 of the Disclosure Letter, there are, as at the date hereof, no
judgments outstanding against any Loan Party or affecting any property of any Loan Partles nor is there any
action, charge, ciaim, demand, sult, proceeding, petition, governmental investigation or arbitration now
pending or, to the knowiedge of any Loan Party, threatened against or affecting any Loan Party or any
property of any Loan Party. As at the date hereof, no Loan Party has received any opinion or memorandum
or legal advice from legal counsel to the effect that it is exposed to any material liabifity.

49&.@.8.&1.@1_3&

Except as set forth on 8 nggule 4.9 of the Disclosure Letter, ali Tax returns and reports of the Loan
Parties required to be filed by them have been timely filed, and alt Taxes upon such Persons and upon their
respective properties, assets, income and franchises which are shown on such returns as due and payabie,
have been paid when due and payable except where contested in good faith by proper legal proceedings
diiigently pursued. As of the date hereof, none of the income tax returns of the Loan Parties is under audit
by any Governmental Authority and none of the Loan Partles has any knowledge of actual or potential Tax
deficiency. No tax liens (other than Permitted Encumbrances) have been fiied or are being asserted with
respect to any such Taxes. The charges, accruals and reserves on the books of Borrower and the other
Loan Parties in respect of any Taxes are in accordance with GAAP.
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4,10  Perormance of Agreements.

No Loan Party is In material default in the pérformance. observance or fulfiliment of any of the
obligatlons, covenants or conditions contalned in any Material Contract, and no condition exists that, with the
giving of notice or the lapse of time or both, would constitute such a material defauit on any such contract.

. 411 Mining Properiies.

The Mining Properties and the Minerals on such Mining Propertles are held under valid, subsisting
and enforceable title documents sufficient to pérmit the applicable Loan Partles to expiore, develop and
conduct mining work with' the Minerals relating-thereto; all such mining clalms have been valldly located and
recorded in accordance in all material respects with all applicable laws and are valid and subsisting and no
notlce to cancel or forfeit a Minlng Property has been received by or on'behaif of a Loan Party; and the Loan
Parties have or are in the process of obtalning (and have no reason to beileve they will not obtain in the
ordln@fy course but cannol represent that they will obtain them) all necessary surface rights, access rights
and other necessary rights and interests rélating to the Mining Properties granting the Loan Parties the right
and ability to explore for minerals, ore and metals for development purposes as are appropiiate In view of the
rights anhd Interest therein of the Loan Paities, with only such exceptions as do not materiaily interfere with
fhe use made by the Loan Parties of the rights or Interests so held. The Projects are comprised of and
Include the mineral interests described in the documentation and informatlon deposited by the Borrower as of
the Closing Date (a copy of which has been provided to Lender at such time) on the foliowing website

https;//aurcana, secureydr.com/.
4412 Broker's Fees.

Except as set forth on Scheduie 4,12 of the Disciosure Letter, no broker's or finder's fee or
commissions wili be payable by reason of any action of any Loan Party with respect to the executlon or
dellvery of this Agreement by the Loan Partles.

4.13  Environmental Compilance.

Except as set forth on Schedule 4.13 of thé Disclosure Lettet, 'each Loan Party has been and is
currently in compliance with all material applicable Environmental Laws, Ipcluding obtalning and malntaining
in effect ail Approvals required by applicable Environmenta| Laws, Except as set forth on Scheduie 4,13 of
the Disclosure Letter, to each Loan Parly's knowledge, there are. rio Environmental Claims asserted or
threatened against each Loan Party or relating to any real property currently or formerly owned leased or
operated by each Loan Party.

414  Solvency.

After giving effect to the transactions contemplated by the Loan Documents, and, as of, from and
after the date of this Agreement, the Loan Partles taken as a whoie are and shail be Soivent (and for greater
certainty each Loan Party, Jointly and severally, being responsible -for the Obiigations hereunder and
therefore the aggregate amount of the Obilgations shall not be treated as three separate llabilities and
accounted for three imes for each of the Loan Parlies but instead one aggregate amount of Obligations
being the jolnt and severai responsibihly of the Loan Parues)

416 Insurance.

Each Loan Party set out in Exhibit || attached hereto maintains insurance poilcies for public liability,
property damage for its business and properties, of types and in amounts customanily carried or maintained
by Persons of established reputation engaged in similar businesses, and, as of the date hersof, no notice of
cancellation has been recelved with respect to such policies and each such Loan Party is in compliance In ail
material respects with all conditions contained In such policies. Notwithstanding the foregoing, no
representation Is made as to the adequacy of any such insurance. No such Loan Party has falied to give any
material notice or present any materlal claim or material incident (including, without limltation, environmental)
under any msurance poilcy in a due and timely manner )
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416 ‘Compliance with Laws.

- Except as set forth on Schedule 4,16 of the Disclosure Letter, no Loan Parly is in violation of any
material law, otdinance, rule, regulation, order, judgment, policy, Jegally binding, guideline or other
requirement of any domestac or foréign government or any Govefnmental Agency havmg jurisdiction over the
conduct of its, busmess of the ownershlp of its properﬂes {(Inciuding, without limitation, Natlonal Instrument
43-101). ‘

.47 Bank Accounts.

Schgdule 4.17 of the Dlsclosure Letter sets forth the account numbers and l0cat10ns of ali bank
accounts of eact Loan Party, as at the date hereof.

- 4,18  Subsidlarles.
As of the date hereof, the Guarantors are the only direct or indirect Subsidiaries of the Borrower.
- 4.19 . Affiliate Transactions.

No Loan Party is conducting, permitting or suffering to be conducted, transactions with any Affillate
other than transactions among Loan Parties or transactions entered into in the ordinary course of business
on terms no less favourable to the applicabie Loan Party than as would be obtainable In a comparable
transaction with Persons at arm’s length with the Loan Party.

4.20 . Employee Matters.

Except as set forth on Schedule 4.20 of the Disclosure Letter, as of the date hereof, (a) Borrower's
and the other Loan Parties’ employees are not subject to any collective bargaining agreement, (b) to the best
of the Borrower's knowiedge, no petition for certification or unlon election is pending with respect to the
empioyees of Borrower and the other Loan Parties and no union or collective bargalning unit has sought
such certification or recognition with respect to the employees of Borrower and the other Loan Partles and
(¢) there are no strikes, slowdowns, work stoppages or controversies pending or to the best of Loan Parties'
knowledge, threatened between Borrower and the other Loan Parties and their employees, other than
amployee grlevances arising in the ordinary course of business which would not reasonably be expected to
have, either individually or in the aggregate, a Material Adverse Effect, and (d) there are no pension,
deferred compensation, bonus or incentive compensation, share option or purchase, severance, termination
pay, hospitalization or other medical benefit, iife or other insurance, vision, dental, drug, sick leave, disability,
salary continuation, vacation, supplemental unemployment benefits, proﬂt sharing, incentive or other
compensation, mortgage assistance, retirement compensation- arrangement, group registered retirement
savings, deferred profit sharing, employee profit sharing, savings, retirement or supplemental retirement or
any other employee benefit pian, program or arrangement, whether funded or unfunded, formal or Informal
© for the benefit of empioyees or former employees of any of the Loan Parties,

421 Governmental Requiation.

i No Loan Party is, or, after giving effect to any ioan, wili be, subject to reguiation under the Public
Utility- Holding Company Act of 1935, the Federal Power Act or the investment Company Act of 1940 or to
any foreign, federal or state statute or regulation limiting its ability to Incur indebtedness for borrowed money.

4,22  Absence of Defauits.

Except as set forth on Scheduie 4.22 of the Disclosure Letter, as of the date hereof no Loan Party is
in material defauit under its arficles of incorporation, cerlificates of formation, byiaws or operating
agreements or similar entity governance documents, and no event has occurred, which has not been
remedied (to the extent expressly permitted hereunder) or waived in writing by Lender, which constitutes a
Default or an Event of Default, or which constitutes, or, to the knowledge of any Loan Party, which with the
passage of time or giving of notice or both would constitute, a Default or Event of Defauit by any Loan Party
under any Material Contract or material judgment, decree or order to which any Loan Party is a party or by
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which any Loan Party's propertles may be bound or which would require any Loan Party to make any
payment under any of the foregoing prior to the scheduled maturity date therefor except where such event
wouid not reasonably be expected to have a Material Adverse Effect, .

423  Loans to Shareholders, Directors, Officers or Affiliates.

Except as set forth In Schedule 4.23 of the Disclosure Lefter as of the date hereof, the Loan Parties
have not made any loans or advances to or for the benefit of any sharehaider, director, officer or Affiiiate of a
Loan Party, nor wili any such loans be made while the Obiigations are outstanding except for loans that
constitute Permitted Investments {including, without limitation, intercompany loans which constitute Permitted
Investments),

4.24 Subsidiary Rights.

Each Loan Parly has the unrestricted right to vote, and (subject to limitations imposed by éppllcable
law) to receive dividends and distributlons on, ali Capital Stock of its Subsldiaries.

425  Manipulation of Stock Price.

Neither the Borrower nor any of the Guarantors has taken nor wiil take, directy or indirectly, any
action designed to or that could reasonably expected to cause or result In stabilizatlon or manip ulation of the
price of any Capltal Stock of the Borrower to faciiltate the saie or resale of the securities of the Borrower.

4.26 Forel orrupt Practic

Neither the Borrower nor any of the Guarantors, nor any director, officer, agent, employee or other
person acting on behalf of the Borrower or the Guarantors has, in the course of his actions for, or on behaif
of either the Borrower or the Guarantors, used any corporate funds for-any uniawful contribution, gift,
entertainment or other unjawful expenses relating to political’ activity; made any direct or indirect uniawful
payrient fo any foreign or domestic government offisial or smployze from corporate funds; violated or Is in
violation of any provision of the U.S. Foreign Corrupt Practices Act of 1977, as amended, the Bribery Act
2010 (England end Wales).ar made any bribe, rebate, payoff, influence payment, kickback or other uniawful

payment to any foreign or domestic government, ofﬁclal or employee,

4,27  Absence of Changes,

Since the later of December 31, 2013 and the date of the most recently delivered financial
statements:

(A) there has not been any damage, destruction, loss, or other event, development
or condition of any character (whether or not covered by insurance) that would reasonably be
expected to have a Material Adverse Effect; ’

(B) other than in respectof Permitted Dispositions, no Loan Party has transferred,
assigned, sold or otherwise disposad of (each a “Transfer’) any materlal assets shown or refiected in its
financiai statements or canceiled any material debts or entitiements;

(C) no Loan Party has, directly or Indlrectly, (i) declared or pald any dividends or
declared or made any other payments or distribution on or in respect of any of its shares and (}i)

purchased or otherwise acquired any of Its shares other than distributions to and redemptions from Loan
Parties; or

(D) no Loan Party has authorized, agreed or otherwise become commitied to do any of
the foregoing, -

4.25 Contingent Llabilities,
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There are no contingent liabilities affecting the Loan Partles, in excess of the liabilities that are either
reflected or reserved against in the financial statements (or notes thereto) referred to in Sections 5.1(B) and
5.1(C), which are ‘material to the Loan Parties or which are not Permitted indebtedness.

4,29 Matgrlai Contracts.

chedule 4.29 of the Disclosure Letter sets forth all of the ‘material contracts to which the Loan
Parties are a party on the date hereof (the “Material Contracts"). Nelther the Borrower nor any Loan Party is
in material default under any Material Contract and no clalm of such a default has been made and no event
has occurred which with the glving of notice or the lapse of time or both wouid constitute such a default other
than a defauit that would not reasonably be expected to be material to the oparation of such persons. To the
knowledge of the Loan Parties, no other party to any Material Contract is in default thereunder. Each of the
Materiai Contracts Is in full force and effect and is a legal, valid and binding obligation of each party thereto,

4,30  Capltalized L eases, -

Except as set forth on Schedule 4.30 of the Disciosure Letter, as of the date hereof, none of the
Loan Parties is party to any Capitalized Leases.

431  Benefit Plans.

None of the Loan Partles is subject to or has any obligations under the U. S. Employee Retirement
Income Security Act of 1974, as amended.

432  Investment Company Status.

None of the Loan Parties are an “investment company,” an affiliate of an “investment company,” a
company conirolled by an “investment ccmpany" or an “affiiiated person of, or "promoter” or “principal
underwriter” for, an “investment company” as such terms are deﬂned in the investment Company Act of
1940, as amended.

4.33 . Disclosure.

None of the representations or warranties made by the Borrower or any other Loan Party in the Loan
Documents, as of the date of such representations and warantles, and, to the best knowledge of the Loan
Parties' current officers and directors, none of the information and statements contained In any other
information with respect to the Borrower and the other Loan Parties, including the Disclosure Letter and each
exhibit or report, furnished by or on behaif of the Borrower to the Lender in connection with the Loan
Documants contains any untrue statement of a materiai fact or omits any materlal fact required to be stated
thereln or necessary to make the statements made therein, In light of the circumstances under which they
are made, not misteading. To the best knowledge of the Loan Parties, there is no material fact known to any
Loan Party that has had or would reasonably be expected to have a Material Adverse Effect and that has not
been fully disclosed hereln or in such other documents, certificates and statements furnished to Lender for
use In connaction wuth the transactions contemplated hereby.

SECTION &
AFFIRMATIVE COVENANTS

Each Loan Party covenants and agrees that until payment and performance in fuli of ail Obligations,
unless Lender shall otherwise give its prior written consent, each Loan Party shall perform, and shail cause
each of its Subsidiaries to perform, all covenants in this Sectlon 5 appiicable to such Person:

5.1. Financial Statements and QOther Reports.

Each Loan Party shail maintain a system of accounting, and keep such books, records and accounts
(which shail be true and complete in ali matenal respects), as may be required or as may be necessary to
permit the performance of an annual audit and the preparation of financial statements In accordance with
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GAAP, consistently applied, provided that any Loan Parties operating In Jurlsdictions other than Canada may
" maintain their systems of accounting 'and books, records and ‘accounts in compilance with generally
 accepted accounting princlpies in the jurisdiction in which they operate If such accounts are reconciled to
" GAAP in connection with the preparation of the Borrower's financial statements. The Borrower will deliver to
Lender the consolidated financial statements of the Loan Parties and other reports described below untit
payment and performance in fuli of all Obitgatlons (other than contlngent Obligations not yet due).

A - Monthiy Financials and Reports. As soon as avallable but in no ‘event more than 30

days after the end of each calendar month, the Borrower shall dellver a summary of such month's
operations and a summary of the Fiscal Year-to-date operations, in a form in a form reasonably satisfactory
to_the Lender, Including information in reasonable detail concerning (i) production durtng such perfad, (i) the
Inveritory at the end of such period, (ilf) revenues generated during such period, {i¥) operating costs during
such: perlod, {v) costs, constituting capital expenditures, (vi) the Borrower's most recent cash planning
forecast covering at ieast the next following fiscal quarter, and (vil) any materlal developments during such
period In project’ operation, Including: material technical problems, discovery of any material defect in the
physical facilities of any of the Minerai Properties, material interruption to operatlon, material disputes with
any Governmental Agency (Including tax authorities) or material iabor difficulties,

(B) Quarterly Financials. As soon as available and in any event within 60 days after the
end of each fiscal quarter of each Fiscal Year other than the fourth quarter of each Fiscal Year (the financial
information in respect of which will be included with the year-end financial statements dellvered pursuant to
Section 5.1(C)), the Borrower shall deliver the Consolidated balance sheet of the Borrower, as adjusted in
conformity with GAAP, as at the end of such fiscal quarter and the related Consolidated statements of
Income, sharehoiders' equity and cash flow for such fiscai quarter and for the period from the beginning of
such Fiscal Year to the end of such fiscal quarter, ,

(C) Year-End Financials. In addition to the relevant quarterly and monthly financial
statements referred to in Sections 5.1(A) and (B), as soon as available and In any event within 120 days
after the end of each Fiscal Year, the Borrower shall dellver to Lender: (1) the audited Consolidated and
consolidating balance sheet of the Borrower and Its Subsidiaries as at the end of such Fiscal Year and the
related audited Consolidated and consolidating statements of income, shareholders! equity and cash flow
for such Fiscai Year; (2) a report with respect to such audited financlal statements from the Borrower's
auditors, which report shail be unqualified as to going concem and as to scope of audit of the Borrower and
its Subsidiaries and shall state that (a) such audited flnancial statements present fairly the Consolidated
financlal position of the Borrower as at the dates indicated and the results of its operations and cash flow for
the periods indicated in conformity with GAAP appiled on a basis consistent with prior years, and (b) that the
examination by. such auditors in connection with such audited ﬁnanclal statements has been made in
accordance with generaily accepted auditing standards.

-(D) Government Notices. Each Loan Party will deliver to Lender promptly after receipt
coplés of all notlces, requests, subpoenas, inquities or other writings received from any Governmental
Agency conceming the violation or alleged violation of any Environmentai Laws, relating to the storage, use
or disposal of any Hazardous Material, the violation or alleged violation of the Falr Labor Standards Act or
any Lean Parties' payment or non- payment of any Taxes including any tax audit In each case where such
storage, use, disposal, violation, payment or non-payment wouid reasonably be expected to have a Materiai
Adverse Effect.

(E) Events of Defauit_etc. On the second (2"") Business Day foliowing the day any
senlor officer of a Loan Party obtains knowledge of any of the following events or conditions, such Loan
Parly shali deliver or cause to.be delivered to the Lender an Officer's Certificate specifying the nature and
period of existence of such-condition or event and what action such Loan Party have taken, are taking, and
propose to take; with respect thereto: (1) any condition or event that constitutes an Event of Default or
Défault; (2) any notice of materlal default that any Person has given to any Loan Parly or any other action
taken with respect to a claimed materlal default under any Material Agreement; or (3) any matter which is
significant and adverse to the operations or financial condition of such Loan Party. )

(F) Other information. With reasonable promptness, the Loan Parties shall deiiver such
other information and data as may be avallable to and disclosable by the Loan Parties with respect to any
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toan Party or the Loan Party Property as Lender may reasonably request from time to time, Including
reasonably requested updates to projections (including consolidating. |nformat|on therain for Subssdtanes)
and consotida?mg quarterty financlai statements for Subsndrarles )

’ '(G) Budget. On an annual basis, on or prior to October 31 of each year the Borrower
shall have furnished to the Lender, for review and approvai on or before December 31 of such year (acting
reasonably and having regard to the previousiy approved Annua! Budget) an annual budget for the Borrower
and the subsldiaries holding each of the Shafter and La Negra projects (such approved annual budget the
*Annual_Budget”) providing reasonable detail with respect to the maintenance of current operations,
production of resources and debt, service. The Annual Budget approved by the Lender for 2014 (and
certified and &pproved by the Board. of Directors of the Borrower) Is attached as Scheduie 5.4G) of the
Disclosure Letter and each successive-proposed budget shall follow the format and content of such budget.
. Assuming cothipliance with the timing and delivery requirements above, If a pmposed budget submitted to

the Lender for approvai is not approved.on or before December 31 of the year prior to the year for such
“proposed budq.»t then, untii such annual Budget is approved, the applicabie Annual Budget most recently in

‘effect shall continue to apply, except that (i) any items of the then proposed budget that have been
approved shall be given effect in substitution of the corresponding items in the Annual Budget most recently
in effect, and (i) any items of the then-proposed budget that have not been approved shali {except as
provided In clause (iii) beiow) be increased by the lesser of (A) two percent (2%) plus the percentage
increase of the (1) consumer price index for January 1 of the then-applicable year, over (2) Consumer Price
index for January 1 of the Immediately preceding vear, and (B) the amount disapproved pursuant to the
proposed budaet, and (iii) any items of the then proposed budget dealing with union mandated employment
and labour costs shall be deemed to be approved as set forth In such budget provided that same are
payable pursuant to agreement(s) with any union representing such employees; provided further that any
such agreement(s) were coliectively bargained through a rigorous and fulsome process between
management and labour. No new items that were not in the Annual Budget most recentiy in effect (except
as provided.In clause (fii) above) shall be impiemented until such budget items shali have been approved as
set out herein.

H) Weekly Senior Management Meeting. At the request of the Lender, the Borrower

shail make senior management avaiiabie for a. meeting (either in person or via teleconference) with the
Lender to -report on operations and performarnce of the Borrower and its Subsidiaries, at such reasonable
times during normal business hours and on a weekly basis.

52.  Inspection.

(A) ~ Each Loan Party shall, at the Borrower's cost and expense, permit the Lender and
any authorized representatives designated by the Lender to visit and inspect any of the properties of such
Loan Party, @nd to review its financial and accounting records, and in conjunction with such inspection, to

" make copies and take extracts therefrom, and to discuss its affairs, finances and business with its officers
and independent auditors, at such reasonable times during normal business hours and as often as may be
reasonably requested

i “ (B) Each Loan Party shall, at the Lender's cost and expense, permit Lender and any
authorized representatives designated by Lender to visit and inspect any of the properties of such Loan
Party, and to review its financial and accounting records, and in conjunction with such inspection, to make
copies and take extracts therefrom, and to discuss its affairs, finances and business with its officers and
independent auditors, at such reasonable times during normal business hours and as often as may be
reasonably requested, provided, that the Lender shall oniy be entitled to do so twice per year and that no
such visit and/or inspection shaif iast longer than two Business Days and provided further that each such
visit and inspection is subject to (a) the Lender ensuring that such Inspection is conducted in a manner
that does not Interfere with or disrupt the business or operations of the Loan Party, (b) all applicable
confidentiality restrictions, and (c) compliance with ail appiicable laws and the policies and procedures
adopted by the Loan Party.

" {C) No Loan Party shail be responsible or liable for any accident, injury, claim, loss or
liability -suffered or incurred by the Lender or any representative or agent of the Lender while visiting or
inspecting any property of the Loan Party.
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5.3. Corporate Existence.

. Each Loan Party shail at all times preserve and keep in full force and effect its corporate existence

and ali rights and franchises except {In the case of any Loan Party that is not necessary or prudent for the
operation or ownershlp of the Mining Properties or the performance of the Loan Documents) where failure to
do so wouid not reasonably be expected to have a Material Adverse Effect. Each Loan Party shall promptly
notify Lender of any change In Its ownership or corporate structure. ' T '

5.4, Payment of Taxes,

Each Loan Party shall pay when due all Taxes imposed upon it or any of its properties or assets or
with respect to any of Its franchises, business, income or property provided that no such Tax need be paid If
such Loan Party is contesting the same in good faith by appropriate proceedings promptiy Instituted and
diligently conducted and if such Loan Party has established appropriate reserves in conformity with GAAP,

ai ance of erties; {nsurance.

“"Except as set forth herein, each Loan Party shaii maintain or cause to be malntained in good repalr,
working order and condition, normai wear and tear excepted, ali Loan Party Property and will make or cause
to be’made all commercially reasonabie and appropriate repalrs, renewais and replacements thereof, The
Lender acknowledges that some of the equipment acquired by the Guarantors In conjunction with the
acquisition of the Mining Properties is not presently In good repalr, working order or-condition. ‘Each of the
Loan Parties shall obtain and malntain In full force and effect the Mining Properties and the Approvals
(including, without limitation, mining concessions and easemants) and rights (including, without limitation,
water rights) necessary for the.construction, developrrient and operation of the Mining Properties, to export
and seil minerals extracted froni the Mining Properties and, in the case of Approvals with respect to titie
Issues shail maintaln all such Approvais which are immidteriai to the business and operations of the Loan
Party. The Loan Parties shall maintain adequate equipment for the construction, development and operation
of the Mining Properties as contempiated in the operating plans provided to the Lender. The Loan Parties
shall, with due diligence and in a reasonable and prudent manner, enforce the material, rights granted to it
under and in connection with aii such Mining Properties, water rights, Approvals and related rights except
where failure to enforce such rights Is Immaterial to the business and operations of the Loan Party. The
Loan Parties set out in Exhibit li attached hereto shali maintain or cause to be maintained, with financlally
sound and reputabie insurers, public llability and property damage insurance with respect to its businesses
and properties against loss or damage of the kinds customarily carrled or maintained by Persons of
established reputation engaged in simllar businesses and In amounts reasonably acceptable to Lender.
Each such Loan Party shall cause Lender to be named as “lender's loss payee’ (or language of simitar
effect) on all insurance policies relating to any Loan Party Property and as “additional Insured” under all
labliity policles, as applicable, in each case pursuant to appropriate endorsements in form and substance
reasonabiy satisfactory to Lender, 'If, at the time of receipt of any insurance proceeds, no Event of Default
has occurred and Is continuing, a Loan Party shall use any proceeds recelved from any policies of insurance
for the replacement of the asset(s) for which such proceeds have been received or for other general
corporate purposes, If an Event of Default has occurred and is continuing at the time of receipt of any
insurance proceeds, or if a Loan Party |s in default of any of the Obligations, such Loan Party shall offer to
apply any proceeds received from any policies of insurance relating to any Loan Party Property to satisfy the
Obligations.

6.6. . Coi ne S, -

Except to the extent provided in Scheduie 4 16 of the Disclosure Letter, each Loan Party shall
comply with the requirements of all applicable laws, rules, regulations and orders of any Governmental
Agency as now in effect and which may be imposed in the future in all jurisdictions In which such Loan Party
is now doing business or may hereafter be doing business, except to the extent that non-compliance with
such laws, rules and regulations is immateriai to the business, financlai condition and operations of the Loan

Party.
8.7 Further Assurances.
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Each Loan Party will, from time to time, ‘execute such guarantees, reports and other documents or
deiiver to Lender such Instruments, certificates of title or other documents as Lender at any time may
reasonably request to evidence, perfect or otherwise implement the guarantees for repayment of the
Obligations provided for in the Loan Documents, Each Loan Party shall cause any wholly-owned
Subsidlarles of any Loan Party who acquire an interest in any materlal Loan Party Property. promptly to
guarantee the Qbiigations and to grant to. Lender security interests in the interest of such Subsidiary in any
materiai Loan Party Property to secure the Obngatlons provided that the determination of whether any such
Loan: Party Property is material shaII be in the sole discretion of the Lender, actmg reasonably

5 8. -Useof Proceed§ gnd Margin Secgrity

The Borrower shail use the proceeds of the Loan for proper business purposes (as descnbed in
Section 2.4 hereof) consistent with all applicable laws, statutes, rules and regulations. No portion of the
proceeds of the Loan shall be used by Borrower in violation of Reguiation T or Regulation X or any other
regulation of the Board of Governors of the Federal Reserve System, or to violate the Exchange Act. :

59. AEnvlrogmentgg Compliance.

The Loan Parties shaill comply with applicabie Environmental Laws In ail material respects, shail
promptly pay or cause to be pald all costs and expenses incurred in such compllance and implementation,
and shall keep or cause to be kept the Mining Properties free and clear of any Llens Imposed pursuant to
applicable Environmental Laws other than Permitted Liens.

5.10. Einancial Covenarnts

(A) So long as any amount owing under this Agreement remains unpaid or any
Obligation under this Agreement remains unsatisfied, Borrower shall maintaln, as at the last of each Fiscal
Quarter in each Fiscal Year (beginning on June 30, 2014), a Consolidated Coverage Ratio of:

(1) For fhe period ended December 2014 not iess than 0.9,
(2) For the period ended December 2015 not less than 1.4, and
(3) For the period ended December 2016 not less than 1.6.

(B) So long as any amount owing under this Agreement remains unpaid or any
Obligation under this Agreement remains unsatisfied, Borrower shall maintain, as at the last of each Fiscali
Quarter In each Flscal Year (beginning on June 30, 2014), a Consolidated Indebt_edness Ratjo of,

(1) For the period ended December 2014 not more than 2,
(2) For the period ended December 2015 not more than 1.5, and
(3) For the period ended December 2016 not more than 1.2..

(C) Within thirty (30) Business Days of the end of each Fiscal Quarter, the Borrower
shali provide to the Lender a certificate of the senior financial officer of the Borrower, setting forth (i) the
calculations in reasonabie detail which demonstrate compliance with Section 5.10(A) and (B) as at the end
of the relevant Fiscal Quarter, (ii) confirmation that the bank accounts listed In Schedule 4.17 continue to
reflect the account numbers and focations of all bank accounts of each Loan Party as at the date that such
certificate is provided, (iii) confirmation that the Loan Parties are In compliance with Section 6.2 hereof,
and (iv) confirmation that the balance contained in bank account number 800282 held with The Bank of
Nova Scotia in-the name of Cane Siiver inc. is $39,636.40 or iess and that the balance contained in the
bank account identified in the Disciosure Letter as being in the name of Cane Insurance Company Limited
is $0 (nil).

5.11. ~Accuracy of Information.
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All written information; reports, statements and other papers and data furnished to Lender, whether
pursuant to this Section 5 or any other- provision of this Agreement or of any other Loan Document, shall be,
at the time the sams Is so fumished, complete and correct in all material respects to the best knowledge of
the current officers and directors of the Borrower to the extent necessary to give Lender true and accurate
knowledge of the subject matter thereof, -

6.12. Me Escrowe Docuy

. Concurrent with the execution and delivery of this Agreement, the Borrower has delivered to the
Lender's counsel in Mexico, Barrera, Siqueiras y Torres Landa, S.C., fina! verslons of the documents listed In
Section A of Exhibt 5,12 hereto (such documents, the "Mexican Escrowed Security Documents"). The
Borrower shall cause each of the Loan Parties to call and have such shareholder meetings as may be
necessary lo approve the Mexican Escrowed Security Documents in the form such documents have been
deposiled In escrow defivered to the Lender's counsel In-Mexicb on of before May 3, 2014 and to hold such
shareholders' meetings on or before May 18th, 2014. The Mexican Escrowed Securily Documents shall be
kept by the Lender's counsel in Mexico. The Borrower shall cause the relevant Loan Party to execute
and notarize, If applicable, each such Mexican Escrowed Security Document to which such Loan Party Is a

party-in the form kept by the Lender's counsel in Mexico within two (2) Business Days of the shareholders’
meeling of the relevant Loan Parties held to approve such Mexican Escrowed Security Documents, Without
prejudice and in addition to any obfigatien of the Bosrower and the Loan Partles under the Mexican
Escrowed Security Documents, thie Borrower shall submit all of the Mexican Escrowed Security Documents
for approval and registration and shall take all such ather actions (Inciuding the granting of irrevocable
powers of attomey and notices to banks) as set out in Section B of Exhibit 5.12 hereto by the timeframes
identified in such Exhibit. Notwlithstanding the foregoing, in the event that the registration and other actions
identified in Exhibit 5,12 cannot be completed within the timeframes Identified in Exhibit 5.12 due to no fauit
of the Borrower or its counse| and for reasons outside of the control of the Borrower and its counsel, the
Borrower may request an extension to complete such registration or other actions from the Lender and the
Lender shall not unreasonably refuse to grant such extension.

5.13.  Cane Silver Inc. and Cane | nce Company Limited Bank Accounts.

) The Loan Partles shall ensure that (i) the balance contained In bank account number 800282 held
with The Bank of Nova Scotla in the name of Cane Silver Inc. is at all times $38,636.40 or less; and (ji) the
balance contained In the bank account Identified In the Disclosure Letter as belng In lhe name of Cane
tnsurance Company Limited is at all times $0 (nif). : .

5,14, iaht to Board Seat.

At the request and option of the Lender until the later of the date that the Loan Is repald in fuill and
the date that the Lender owns less than 5% of the Issued and outstanding common shares of the Borrower,
the Borrower will (i) cause its Board of Directors (the “Board") to include one nominee of the Lender (the
“Beard Member"), who Is reasonably acceptable to the Borrower and the TSX Venture Exchange, on the
slate of director nominees proposed for election that is submitted to shareholders of the Borrower, or (i)
permit any person designated by the Lender and reasonably acceptable to the Borrower (the "Observer") to
atterid all meetings of the Borrower's Board and all committees thereof, including executive sessions thereof
(whether in person, teléphonic or other) in a hon-voting, observer capaclty and shall provide to the Observer,
concurrently. with the members of the Board, and in-the same manner, notice of such meeting and a copy of
all materiais provided to such members (the Board Member and the Observer. collectively, the "Orion
Representative™); provided that at all times the Lender shall be permitted to designate a Board Member or
Otiserver (but not both a Board Member and an Observer) or to change a Board Member to .an Observer or
an Observer fo a Board Member, Any person designated by the Lender as a Board Member must sign a
consent to act as a director of the Borrower and flle a personal informatlon form-with the TSX Venture
Exchange. Upon the later of the repayment of the Loan in full and the date that the Lender ceases to be a
holder of at least 5% of the Issued and outstanding common shares of the Borrower, the Lender will cause
the elected nominee of the Lender to resign from the Board of Directors of the Borrower. Any Orion
Representative will have acknowledged in wrlting its obilgation to be bound by the Borrower's insider trading
policies and all other policies and other obligations from time to time applicable to the Borrower's directors
and observers (including without limitation confidentiality obligations). Each of the Loan Parties
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acknowledges that the Lender may have, from time to time, information that may be-of interest to a Loan
Party ("Informztion") regarding a wide variety of matters including, by way of example only, current and future

investrents the'Lender or its Affiliates. have made, may make, may consider or may become aware of with.

respact to. other resource companies, including, without limitation, resource companies that may be
competitive with a Loan Party. Each of the Loan Parties recognizes that a portion of such Information may be

" of interest to the Borrower Such Information may or may not be known by the Orion Representative: Each of
the Loan Parties, as a material part of the consideration for this Agreement, agrees. that the Lender, its
Affiliates and the Orlon Representative shail have no duty to disclose any Information to any of the Loan
Parties or permit any of the Loan Parfles to participate in any projects or -investments based on any
Information, or to otherwise take advantage of any opportunity that may be of interest to a Loan Party if it
were aware of such information. The Board Member will be subject to fiduclary obligations under corporate
iaw, and will .abstain from voting on any matters In which the Board Member has a confllct of interest. The
Lender, on behalf of itself and lts Affiliates and the Board Member acknowledges that they are subject to
restrictions imposed by Canadian and United States securities laws on the purchase or sale of securities of
an issuer while in the possession of material non-public information concerning that issuer, and on the
communication of that information to any other person. This section will survive the termination of the L.oan
Agreement, subject to the Lender owning at least 5% of the issued and outstandlng commion shares of the
Borrower,

SECTION 8
NEGATIVE COVENANTS

Each Loan Party covenants and agrees that until payment and performance in full of all Obiigations,
unless Lander shall otherwise give its prior written consent, each Loan Party shall perform, and shall cause
each of its Subsidiaries to perform all covenants in this Section 6 applicable to such Person.

6.1. [ndebtedness and Liabilities,

Each Loan Party shall not directly or indirectly create, incur, assume, guaranty, or otherwise become
or remain directly or Indirectly liabie, on a flxed or contingent basis, with respect to any Indebtedness except
(i) Permitted Indebtedness or (i) provided that the balance of the Loan shall have been reduced to no greater
than $27,500,000 and the Lender shall have been granted a first property secured lien over ail of the real
- and personal property of the Loan Parties, additional unsecured or subordinated Indebtedness (provided
such subordinated Indebtedness shall be the subject of a subordination agreement in form and substance
satisfactory to the Lender in Its sole discretion) which does not exceed $75,000,000 in principal amount
(which additional unsecured or subordinated indebtedness may be used to reduce the balance of the foan to
no greater than $27,600,000).

6.2. Transfers. Liens and Related Matters.

(A) Transfers. No Loan Party shall, without the prior written consent of the Lender, such
consent not to be unreasonabty withheld, Transfer or grant any option with respect to any of the Loan
Party Property or other Asset Disposition, except that each Loan Party may (i) Transfer assets In the
ordinary course of business; and/or (i) Transfer assets which are (1) obsolzate, (I1) redundant, (I{1) no longer
necessary in connection with the Loan Parties’ business as it exists on the date hereof and are not citical
to the performance of the Loan Partles' business as it exists on the date hereof or (V) of no economic
value, andlor (iii) Transfer assets among Loan Parties (save and -except for Cane insurance Company
Limited), provided however that such Loan Partles comply with Section 5.7 hereof (coliectively (i), (ii) and
(i), "Permitted Dispositions"); provided however in the events assets forming any part of the Shafter Mine
located in Presidio County, Texas, USA are Transferred as a Permitted Disposition, the proceeds shall be
used to prepay the Lender any amount outstanding owing by the Borrower hereunder and such amounts
shall be applied in accordance with Section 2.6(H). Notwithslanding the foregoing, no Loan Party shaif
under any circumstances Transfer or grant any option with respect to any of the Loan Party Property or
other Asset Disposition until the Loan Parties have satisfied all post-closing delivery obligations required
by this Agreement, as such.post-closing delivery obligations are set out in a post-closing undertaking in
form satisfactory to the Lender and executed by each of the Loan Parties (the “Post-Ciosing Undertaking”).
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(B) Liens. Except for Permitted Encumbrances, no Loan Party shall directly or indirectly
create, Incur or assume (or agree to create, incur or assume) or permit to exist any Lien on or with respect
to any of the Loan Party Property or other assets or any proceeds, income or profits therefrom.

(C) No Pledae Restrictions. No Loan Party shall enter into or assume any agreement
(other than the Loan Documents, and any document evidencing or governing Permitted Indebtedness)
restricting the creation or assumption of any Lien upon any of its properties or assets, whether now owned
or hereafter acquired.

6.3. Restriction on Fundamental Changes.

Other than a Permitted Investment, without the prior written consent of the Lender, no Loan Party
shall :

(A) undergo a Change of Control or

B (B) merge into, amalgamate or consolidate with any other Person, except that any
Subsuilary of Borrower may merge into or consolidate with Borrower or any other wholly-owned Subsidiary
of Borrower; or

(C) change its junisdiction of incorporation, type of organization or its legal name; or

(D) acquire by purchase or otherwise all or substantially all of the assets of, Equity
Securitles, of any Person or any business divislon of any Person.

6.4, stricted P S

No Loan Party shail dlrectly or indirectly declare, order, pay, make or set apart any sum for any
Restricted Payment.

6.5. Transactions with Affillates,

No Loan Party shall directly or indirectly, enter into or permit to exist any transaction (including the
purchase, sale or exchange of property or the rendering of any service) with any Affiliate or with any officer,
director.or employee of any Loan Parly other than transactions among Loan Partles or transactions entered
into In the ordinary course of business on terms no less favourab|e to the applicable Loan Party than as
would be obtainable in a comparabie transaction with Persons at arm's length with the Loan Party.

6.6. Environmentsl Liabilities.

No Loan Party shail: (a) except to the extent provided in Schedule 4.13 of the Disclosure Letter,
violate any applicable Environmental Law applicable to the Loan Party Property if such violation would
reasonably be expected to have a Material Adverse Effect; (b) dispose of any Hazardous Materials (except in
accordance with Environmental Law In all materiai respects) applicable to the Loan Party Property into or
onto or from, any real property owned, leased or operated by such Loan Party; or (c) permit any material
Lien imposed pursuant to any Environmental Law applicable to the Loan Party Property to be imposed or to
remain on any real property owned, leased or operated by any Loan Party.

6.7. Charter Documents.

No Loan Party shall amend or otherwise modify its articles of incorporation or bylaws (or equivalent
charter documents) or any existing shareholders' agreement or similar agreement (all of such agreements
having been previously delivered to Lender), or enter into any new shareholders' agreement or similar
agreement, In each case in any manner which would restrict or prevent (in the opinion of the Lender, acting
reasonably) such Loan Party from discharging its obligations hereunder or under any other Loan Document.

6.8, Capital Expenditure and Operating Expenditure.
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~(A) No Overrun with respect to Capital Expendlture shali exceed 15% of the amount in
the Annual Eudget forsuch year.

(B) No Overrun with respect to Operating Expend:ture shall exceed 15% of the amount
in the Annua! Budget for such'year.

: © (C) Within thirty (30) Business Days of the end of each Fiscal Quarter, the Borrower
shall provide to the Lender a certificate of the senior financial officer of the Borrower, setting forth the

- calculations In ‘reasonable detail which demonstrate compliance with Sectlon 6.8(A) and (B) as at the end
of the relevanf Fiscal Quarter.

8.9. Cane [nsurance Company Limited.

Cane Insurance Company Limited shall not at any time (i) hold or own any assets whatsoever, (i)
become an active company, or (iii) carry on business of any kind.

SECTION 7
DEFAULT, RIGHTS AND REMEDIES

7.1. Event of Default.
“Event of Default” shail mean the occurrence or existence of any one or more of the following:

(A) Paymen;. Fallure of any Loan Party to make payment of any of the Obligations when
due; or - T ‘

B) Default Under Other Agreements. Failure of any Loan Péﬁy to pay within five (6) days;
when due (or within any applicable grace period) any principal or interest totaling $1.000,000 or more on

any Indebtedness other than the Obligations (whether or not the holder of such Indebtedness actually
accelerates such payment), except where the holder of such Indebtedness has granted a written waiver in
respect of the due date or immediate payment of such Indebtedness; provided however that such waiver
may be for a period no longer than 80 days and may not be extended beyond such period; or

(C)  Breach of Certain Provisions. Default is made In the performance or breach by any
Loan Party of any other covenant or agreement under. the provisions of this Agreement or any Loan
Document relating hereto or thereto not otherwise addressed in this Section 7.1, provided that if such
default' is capable of being remedled the Loan Party shall have 25 Business Days after receiving written
notice thereof to remedy such default (provided however that the Loan Party shall have 40 Business Days to
remedy a default under any of Sections 6.5, 5.6, 5.9 or 6.6, and 5 Business Days to remedy a default under
Saection 5.12); provided further that If such defaull is not capable of being remedied, it will be considered a
default immediately; or

(D) Breach of Warranty. Any representation or warranty made by any Loan Party in any
Loan Document, the Disclosure Letter or in any certificate at any time required pursuant to the terms of this
Agreement to be given by such Person in writing pursuant or in connection with any Loan Document or the
Disclosure is false in any material respect on the date made or reaffirmed and continues for a period of 25
Business Days after written notice specifying such falsenaess and requiring such falseness to be remedied
has been glven by the Lender to such Loan Party, or

(E) InVOIunta[y' Bankruptcy; Appointment of Receiver, etc. (1) A court enters a decree or

order for relief with respect to any Loan Party or any of their respective properties pursuant to any applicable
bankruptcy, insolvency or other similar law now or hereafter in effect, including the Bankruptcy and
Insolvency Act (Canada), the Companies' Creditors Arrangement Act (Canada) and.the Bankruptcy Code,
or (2) subject to Section 7.1{G3), the continuance of any of the following events for 30 days uniess dismissed
or discharged: (a) an involuntary case is commenced agalnst all or a portion -of the assets of any Loan
Party by a Person other than the Lender, under any applicable bankruptcy, insolvency or other simllar law
"now or hereaftar in effect; or (b) enforcement proceedings are commenced against any Loan Party by a
Person other than the Lender in respect of assets of a Loan Party having a vaiue in excess of $250,000; or
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{c) a decree or order of a court for the appointment of an administrator, controller, receiver, Interim receiver,
manager, iiquidator, sequestrator, trustee, custodian or other officer having similar powers over any Loan
Party, or over all or a substantial part of their respective property, is entered; or (d) an interim receiver,
trustee or other custodian |s appointed without the consent of any Loan Party, for all or a substantial part of
the property of any such Person; or

(F)  Voluntary Bankruptey: ointment of Receiver, etc. (1) An order for relief is entered
with respect to any Loan Party or any of their respective properties or any Loan Party commences &
voluntary case under any applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or
consents to the entry of an order for relief in an Involuntary case or to the conversion of an involuntary case
to a voluntary case under any such law or consent to the appointment of or taking possession by a receiver,

trustee, admlinistrator, controlier, or other custodian for all or a substantial part of any Loan Party's property,
or (2) any Loan Party makes any assignment for the benefit of creditors; or (3) any Loan Party enters into or
resolves to enter Into any arrangement, composition or compromise with any of its creditors in excess of
$250,000; or (4) the Board of Directors of any Loan Party adopts any resolution or otherwise authorizes
action to approve any of the actlons referred to In this Section 7.1(F); or

(G) Llens. Any Llen, levy or assessment is filed or recorded with respect to or otherwise
Imposed upon ail or any part of the assets of any Loan Party by the Government of Canada or any
department or instrumentality thereof or by any provinclal, county, municipality, state, territory and council or
other Governmental Agency (other than Permitted Encumbrances), except where such Lien, levy or
assessment s stayed, vacated, paid or discharged within forty (40) days or is being contested in good faith
and by appropriate proceedings promptly initiated and diligently conducted, and a reserve or other
appropriate provision, if any, as shall be required by GAAP shall have been made therefor, or

(H)  Judament and Attachments. Any money judgment, writ or warrant of attachment, or
similar process involving (1) an amount In any individual case in excess of $500,000 or (2) an amount in the
aggregate at any time in excess of $2,000,000 is entered or filed agalnst any Loan Party or any of their
respective assets and remains unpaid, undischarged, unvacated, unbonded or unstayed and uncontested
by a Loan Party for a peried of 40 days or In any event later than five (5) days prior to the date of any
proposed sale thereunder; or .

()  Dissolution, Any application is made for, or order, judgment or decree is entered against

_any Loan Party decreeing, winding up or splitting such Person; or

(J)  Solvency. The Loan Parties, taken as a whoie, cease to be Solvent or any Loan Party
admits in writing the present or prospective inability to pay such Person's (as applicable) debts as they
become due; or

(K).  Ipjunction. Any Loan Party is enjoined, restrained or in any way prevented by‘ the order
of any court or any administrative or regulatory agency from conducting all or any material part of its
business and such order continues for Mmore than forty (40) days; or

(L) Invalidity of Loan Documents. Any of the Loan Documents for any reason ceases to be
In full force and effect (except pursuant to the express terms thereof) or is deciared to be null and void, or
any Loan Party denies that it has any further liability under any Loan Documents to which it Is party, or gives
notice to such effect; or any of the Loan Documents for any reason, except to the extent permitted by the
terms thereof, shali cease to create a valid and perfected first priority Lien other than a Permitted
Encumbrance on the Loan Party Property other than as a result of the action or Inaction of the Lender; or

(M)  Licenses and Permits. The loss, suspension or revocation of, or failure to renew, any
material license or permit now held or hereafter acqunred by any Loan Party and such loss, suspension or
revocaﬁon of, or failure to renew continues for more than twenty (20) days; or

(N)  Change of Control. Except as permitted pursuant to Section 6.3, a Change of Control
shall have occurred; or : : S o
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(0\ Encumbrancer. If an encumbrancer shall take possession or shall initiate or take steps

to take possesslon of all or any portion of the Loan Party Property or any similar process be initiated, levied

. or enforced in respect of Loan Party Property which constitutes rea! property, mining rights or claims or any
rights related thereto or any. other Loan Party Property having a fair market value in excess of $600,000; or

(P)  Materlal Adverse Change. Since the date of the Borrower's most recent Consolidated
financial statements, any event, development or condition which has had or could reasonably be expected
to have a Material Adverse Effect oceurs; or

(Q) . Consents, etc. Any law, decree, license, permit, consent, authorization, registration or
approval now or hereafter necessary to enable the Borrower or a Guarantor. to develop the Mining
Properties or to comply with its Obligations incurred in the Loan Documents shall be revoked withdrawn or
withheid or'shall cease to remain in full force and such status continues for more than ten (10) days; or

(R).: Abandonment. The Borrower or any other Loan Party ceases to maintain the current
level of ownership {(as of the Closing Date) of the Projects or abandons or threatens to abandon alt or a
material part of the silver-copper-zinc and lead min located in Quarteraro Mexico (the “La_Negra Mine”) or
any materiaf part of the La Negra Mine is abandoned, cancelled or terminated or the Borrower or any other
Loan Party suspends permanently or ceases to carry on (or threatens to suspend or cease to carry on) alf or
a material part of the La Negra Mine or suspends temporarily operations for a period of 45 days or longer at
the La Negra Mine; or

(8) Expropriation, condemnation, etc.  All or. any material part of the Projects shall be
natlonailzed exproprieted or condemned, or custody or control of such property or of the Borrower shall be
assumed by any Governmenta! Agency or any court of competent jurisdiction -at the instance of any
Governmental Agency, except where contested in good faith by proper legal proceedings difigently pursued
where a stay of enforcement is in effect;

{T) Non-Performance by Guarantor. Any Guarantees for any reason is revoked or

invalidated, or otherwise cease to be in fuli force and effect, or a Guarantor or any other Person shall
contest in any manner the valldity or enforceabllity thereof or deny that it has any further liability or obligation
thereunder; or.

Notwithstanding the foregoing, the facts underlying the Public Announcements shall not give rise to an
Event o_f Default hereunder.

7.2.  Acceleration.

it any Event of Default shali occur-and be continuing, the Lender may (i) by notice to the Borrower,
declare the entire unpald principal amount of the Loan, all Interest accrued and unpaid thereon and all other
Obiigations to be forthwith due and payable, whereupon the Loan, alf such accrued interest and all such
other Obligations shalf become and be forthwith due and payable, without presentment, demand, protest or
further notice of any kind, all of which are hereby expressly waived by the Loan Parties, provided that upon
the occurrence of an actual or deemed entry of an order for relief with respect to the Borrower under the
Bankruptcy Code, the result which would otherwise occur only upon giving of notice by the Lender to the
Borrower as specified in this clause {}) shafl occur automaticaly, without the giving of any such notice; and
(i) whether or not the actions referred to in clause (I) have been taken, (A) exercise any or all of the Lender's
rights and remedies under the Loan Documents, and (B) proceed to enforce all other rights and remedies
available to the Lender under the Loan Documents and applicable law.

7.3. Waivers: Non-Exclusive Remedies.

No faiture on the part of Lender to exercise, and no delay in exercising and no course of dealing with
respect to any right under this Agreement or the other Loan Documents, shalt operate as a waiver thereof
nor shall any single or partial exercise by Lender of any right under this Agreement or any other Loan
Document preclude any other or further exercise thereof or the exercise of any other right. The rights in this
Agreement and the other Loan Documents are cumulative and are not exciusive of any other remedies
provided by law.
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7.4, Performance of Covenants by Lender,

If any Loan Party shall fail to perform any of its covenants contained in this Agreement or in any
Loan Document, the Lender may itself perform any of such covenants capable of being performed by it, but
shall be under no obligation to do so. All sums so expended or advanced by the Lender shali be repayable
hereunder. No such performance or advance by the Lender shall be deemed to relieve any Loan Party of a
.defauit hereunder.

7.5, Credit Bid Rights Preserved.

In the event of any bankruptcy proceeding involving a Loan Party In the United States, whether
voluntary or otherwise, each Loan Party expressly agrees that the Lender is hereby granted an irrevocable
right to credit bid any or all amounts owed pursuant to this Agreement in any sales process as provided by
11 U.8.C. Section 363(k), whether such sale is conducted pursuant to a plan of reorganization under
Chapter 11 of the Bankruptcy Code or outside of a plan pursuant to 11 U.S.C. Section 363, The right of the
Lender to credit bid as set forth herein Is an express element of the consideration belng offered by the Loan
-Parties to induce Lender to enter into the Agreement.

SECTION 8
MISCELLANEOUS

8.1. Assignments and Participations.

The Lender may assign its rights and delegate its obligations under this Agreement and the Loan
and further may assign, or sell particlpations .in, all or any part of the Loan or any other interest herein, to
another Person without the prior written consent of the Bomower, provided that the Lender shall seek
consent in the event of an assignment to a Prohibited Person (unless at such time and Event of Default shall
have occurred or be continuing, in which case no such consent shall be required). In the case of an
assignment authorized under this Section 8.1, the assignee shall have, to the extent of such assignment, the
same rights, benefits and obligations as. it would if it were a Lender hereunder and Lender shall be relieved
of its obligations hereunder with respect to the commitments or assigned portion thereof; provided however,
an asslgnee shall not be entitled to receive any greater payment under Section 2.5(A) than the Lender wouid
have been entitled to receive. Each Loan Party hereby acknowledges and agrees that any assignment will
give rise to a direct obligation of Borrower to the assignee and that the assignee shall be consldered to be a
“Lender" hereunder. Lender may furnish any information concerning each Loan Party in its possesslon from
time to time to assignees and participants (Including prospective assignees and participants), provided that
any such assignee or participant or prospective assignee or participant agrees to maintain the confidentiality
of such information pursuant to a confidentiaiity agreement reasonably acceptable to each applicable Loan
Party. All communications by each Loan Party with Lender and every assignee shall be required to be sent
or given to only Lender or one of the assignees in place of Lender. Neither the Borrower nor the Guarantor
may assign any of its rights or interest in this Agreement or any other Loan Documents in whole or in part.

B.2. SetOff,

(A) Inaddition to any rights now or hereafter granted under applicable law and not by way of
limitation of any such rights, upon the occurrence and during the continuance of any Event of Defautt,
Lender, and each assignee of Lender's interest is hereby authorized by each Loan Party at any time or from
time to time, without notice to any Person, any such notice belng hereby expressly waived, to set off and to
appropriate and to apply any and all balances held by it at any of its offices for the account of any Loan
Party (regardless of whether such balances are then due to any Loan Party) and any other property at any
time heid or owing by that Lender or assignee to or for the credit or for the account of the Loan Parties
against and on account of any of the Obligations then outstanding.

8.3. Expenses and Attorneys' Fees

Whether or not the transactions contemplated hereby shali be consummated, éach Loan Party jointly
and severally agrees to promptly pay all reasonable fees, costs and expenses Incurred by Lender In
connectton with any matters contemplated by or arising out of this Agreement or the other Loan Documents
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includirig the fallowing, and all such reasonable fees, costs and expenses shall be part of the Obligations,
payable on demand: - (a) fees, Costs and expenses (including attorneys' fees, and fees of environmental
consultants, accountants and other professionals retained by Lender) incurred ih connection with the
- examihation, review; due diligence investigation, documentation and closing of the financing arangements
avidenced by: the Loan Documents; (b) fees, costs and expenses (including attorneys’ fees, and fees of
‘environmental consultants, accountants and other professionals retained by Lender) incurred in connection
with - (i) the révjew, negotiation, preparation, ‘documentation, execution and administration. of the .Loan
‘Documents, tha Loan, and (i) any amendments, waivers, consents, forbearance and other modifications
relating thereto:or any subordination or intercreditor agreements; (c) fees, out of pocket costs and expenses
incurred ‘in creating, perfecting and maintaining perfection of Liens in favour of Lender including title
Insurance premiums, real estate survey costs and mortgage or recording taxes and fees; (d) fees,-out of
pocket costs ‘and expenses incurred in connection with forwarding to Borrower the proceeds of the Loan
including Lerfder’s standard wire transfer fee; (e) fees, costs, expenses:(including attomeys' fees) and costs
of settlement iacurred in any action to enforce this Agreement or the other Loan Documents or to collect any
payments due. from any Loan Party under this Agreement or any other Loan Document or incurred in
connection with any refinancing or restructuring of the credit arrangements provided under this Agreement,
whether in the nature of a "workout’ or in connection with any insolvency or bankruptcy proceedings or
otherwise; (f) Lender's out of pocket expenses and disbursements, whenever incurred, in monitoring and
administering the Loan; and (g) the cost of procuring background checks or updating background checks
previously obtained by Lender relating to officers of the Loan Parties (the Loan Parties shall use its best
efforts to obtaln the consent of all officers to such checks or updated checks).

8.4. |ndemnity.

in addition to the payment of expenses pursuant to Section 8.3, whether or not the transactions
contemplated hereby shall be consummated, each Loan Party jointly and - severally agrees to.indemnify, pay
and hold Lender, its participants and assignees and their respective officers, directors, employees, agents,
consultants, partners, auditors, persons engaged by any of them to evaluate or monitor the Loan Parties,
Affiliates and attorneys of any of them (collectively called the *|ndemnitees”) harmless from and against any
and all liabiiities, obligations, losses, damages, penalties, actions, judgments, suits, claims, costs, expenses
and disbursements of any kind or nature whatsoever (including the reasonable fees and disbursements of
counsel for such Indemnitees in connection with any investigative, administrative or judicial proceeding
commenced or threatened, whether or not such Indemnitee shall be designated a party thereto) that may be
"imposed on, incurred by, or asserted against that indemnitee, in any manner relating to or arising out of any
inaccuracy in any material respect of any representation, warranty or statement made in this Agreement or
any certificate, statement or opinion delivered by a-Loan Party under any of the Loan Documents or in
connection therawith (the "Indemnified_Liabilities"); provided that no Loan Party shall have any obligation to
an Indemnitee. hereunder with respect to Indemnified Liabilities arising from the negligence or willfui
misconduct of that indemnitee as finally determined by a court of competent jurisdiction.

8.5, Amegdmen§ and Waivers.

No amendment, modification, termination or waiver of any provision of this Agreement or of the other

Loan Documents or consent to any departure by any Loan Party therefrom or any of the terms, conditions,

or provisions thereof, shall be effective unless the same shall be in writing and signed by Lender and each

Loan Party. Each amendment, modification, termination or waiver shall be effective only in the specific
“instance and for the specific purpose for which it was given.

8.6. Notices.

Unless. otherwise specifically provided herein, ali notices shall be in wriling addressed to the
respective party as set forth below and may be personally served, telecopied or sent by overnight courier
service and shall be deemed to have been given: (a) if delivered in person, whan delivered; (b) if delivered
by telecopy, on the date of transmission if transmitted on a Business Day before 4:00 p.m. local time in the
place of recelpt or, if not, on the next succeeding Business Day: (c) if delivered by overnight courier, on the
date of deliveryif deiivered on a Business Day before 4:00 p.m. local time in the place of receipt or, if not, on
the next succeeding Business Day,
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If to a Loan Party: Aurcana Corporation
Suite 1750
1188 West Georgla Street
Vancouver, B.C,, V6E 4A2
Attention: Chief Executive Officer. -
Facsimile; (604)633-9179

With a copy to Axium Law Corporation -
, Suite 3350 - 1055 Dunsmuir Street
Vancouver, British Columbia ‘
V7X L2

Attention: Linda Chow
Facsimile: 604-692-4800

. Ifto Lender: Orion Mine Finance (Master) Fund | LP
: o/o MUFG Fund Services Limited
26 Burnaby Street, Hamilton

HM 11, Bermuda

Attention: Jenny Dolan
Facsimile: +(441) 285-6759
Emall: ortonresourcepartners@bfgl.com

With a copy to: Norton Rose Fulbright Canada tLp
45 O'Connor Street, Suite 1500
Ottawa, Ontario K1P 1A4

Attentlon; Geoffrey Glibart
Facsimile; 613-230-5459

With a copy to: Orion Resource Partners (USA) LP
1211 Avenue of the Americas, Suite 3001
New York, NY 10036

Attention: Limor Nissan
Facsimile: (212) 696-3489
Emali: notices@orionresourcespartners.com

or to such other address as the party addressed shall have previously designated by written notice to the
serving party, given in accordance with this Section 8.6.

8.7. urvival of Warrantie Certain A ments.

(A) Al representations and warranties made hereunder and in any other Loan Document or
other document delivered pursuant hereto or thereto or in connection herewith or therewith shall survive the
execution and delivery hereof and theraof, Such representations and warranties have been or will be relled
upon by Lender regardless of any investigation made by Lender or on its behalf and notwithstanding that
Lender may have had notice or knowledge of any breach of a representation or warranty, and shail continue
in full force and effect as long as any Obligation shall remain outstanding

(B) This Agreement and the Loan Documents shail remain in full force and effect until such
time as the Obligations (other than contingent Obligations not yet due) have been paid and satisfied In full,
at which time this Agreement shali be terminated; provided, however, that the agreements set forth in
Sections 8.3 and 8.4 shall survive termination of this Agreement. Notwithstanding the foregoing, this
Agresment and the o Loan Documents shall continue to be effective or be automatically reinstated, as the
case may be, If at any time payment, in whole or in part, of any of the Obligations is rescinded or must
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otherWIse be restored or returned by Lender as a preference, fraudulent conveyance or otherwise, all as
though such payment had not been made

88 _._a_r;. aling Payments Set Aside.

Lender ¢!1a!| not be under any obhgatlon to marshal any assets in favour of any Loan Party or anyl

other party or agalnst or in payment of any or all of the Obligations. To the extent that any Loan Party makes
a payment or payments to Lender or Lender enforces its security interests or exercises its rights of setoff,

subsequently invalidated, declared to be fraudulent or preferential, set aside and/or requlred to be repaid to a

trustee, receiver or any other party under any bankruptcy law, state or federal law, common law or equitable

cause, then to the extent of such recovery, the Obligations or part thereof originally Intended to be satisfied,
and all Llens, rights and remedies thereof, shall be revived and continued in full force and effect as if such
payment had not been made or such enforcement or setoff had not occurred.

8.9. E_.j__!ire Agreement.

This Agreement and the other Loan Documents referred to herein embody the final, entire
agreement among the parties hereto and supersede any and all prior commitments, agreements,
representations, and understandings, whether written or oral, relating to the subject matter hereof and may
not be contradicted or varied by evidence of prior, contemporaneous, or subsequent oral agreements or
discussions of tha parties hereto. There are no oral agreements among the parties hereto.

8.10. Independence of Covenants.

All covenants hereunder shall be given independent effect so that if a particular action or condition is
not permitted by any of such covenants, the fact that it would be permitted by an exception to, or be
otherwise within the limitations of, another covenant shall not avoid the occurrence of a Default or an Event
of Default if such actlon Is taken or condition exists.

8.11. Sayerablity.

The invalidity, illegality or unenforceability in_any jurisdiction of any provision in or obligation under
this Agreement or the other Loan Documents shall not affect or impair the validity, iegality or enforceability of
the remaining provisions or obligations under this Agreement, or the other Loan Documents or of such
provision or obligation in any other jurisdiction.

8.12. Headings.
Section and subsection headings in fhis Agreement are included herein for convenience of reference

only and shall not constitute a part of this Agreement for any other purpose or be given any substantive
etfecl. .

8.13. Goveming Law.

This Agreement and all disputes and controversies arising hereunder shail be construed in
accordance with and governed by the laws of British Columbia, Canada and the laws of Canada generally
appilcable therein.

8.14. Successors and Assigns.

This Agreemenl shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns except that no Loan Party may assign its rights or obligations
hereunder in whole or in part.
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8,15, No Fiduciary Relationship: Limitation of Liabilities,

(A) o Fiduciary Relationship. No provision in this Agreement or in any of the other Loan
Documents and no course of dealing between the parties shall be deemed to create any fiduciary duty by
Lender to any Loan Party,

(B) Limitation of Liabliities. Neither Lender, nor any Affiliate, officer, director, shareholder,
employee, attorney, or agent of Lender shall have any liability with réspect to, and each Loan Party hereby
walves, releases, and agrees not to sue any of them upon, any claim for any speciai, indirect, incidental, or
consequential damages suffered or incurred by any Loan Party in connection with, arising out of, or In any
way related to, this Agreement or any of the other Loan Documents, or any of the transactions contemplated
by this Agreement or any of the other Loan Documents. Each Loan Party hereby waives, releases, and
agrees not to sue Lender or any of Lender's Affiliates, officers, directors, employees, attorneys, or agents for
punitive damages in respect of any ciaim in connectlon with, arlsing out of, or In any way related to, this
Agreement or any of the other Loan Documents, or any of the transactions contemplated by this Agreement
or any of the transactions contemplated hereby.

18,16, Consent to Jurisdiction: Consent to Service,

(a) Submission to Jurisdiction. EACH PARTY HEREBY IRREVOCABLY SUBMITS
TO THE NON-EXCLUSIVE JURISDICTION OF THE COURTS OF BRITISH COLUMBIA IN ANY
ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT AND
HEREBY IRREVOCABLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION
OR PROCEEDING MAY BE HEARD AND DETERMINED IN SUCH COURTS. EACH PARTY
AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE
JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY APPLICABLE LAW,

D) No __ Limitation. EACH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT T MAY LEGALLY AND
EFFECTIVELY DO 80, ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE
LAYING OF VENUE OF ANY SUIT, ACTION OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT IN ANY COURT REFERRED TO IN SECTION 8.16(a). EACH
OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY FORUM NON CONVENIENS DEFENSE TO THE
MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY SUCH COURT. EACH PARTY
TO THiIS AGREEMENT IRREVOCABLY CONSENTS TO SERVICE OF PROCESS IN THE
MANNER PROVIDED FOR HEREIN. NOTHING IN THIS AGREEMENT WILL AFFECT THE
RIGHT OF ANY PARTY TO THIS AGREEMENT TO SERVE PROCESS IN ANY OTHER
MANNER PERMITTED BY APPLICABLE LAW.

o 0y

Each Loan Party and Lender acknowledge that it has had the benefit of legal counse! of its own
choice and has been afforded an opportunity to review this Agreement and the other Loan Documents with
its legal counsel and that this Agreement and the other Loan Documents shall be construed as if jointly
drafted by each Loan Party and Lender.

8.18. Counterparts; Effectiveness.

This Agreement and any amendments, waivers, consents, or supplements may be executed i in any
number of counterparts and by different parlies hereto in separate counterparts, each of which when so
executed and dellvered shall be deemed an original, but all of which counterparts together shall constitute
but one and the same instrument. This Agreement shall become effective upon the execution of a
counterpart hereof by each of the parties hereto, Delivery of an executed counterpart of a signature page to
this Agreement, any amendments, waivers, consents or supplements, or to any other Loan Document by
facsimile or other electronic delivery shall be as effective as delivery of a manually executed counterpart
thereof,
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8.19. No Duty.

All attorneys. accountants, appralsers and other professional Persons and consultants retained by
Lender shall have the right to act exclusively in the interest of Lender and shall have no duty of disclosure,
duty of loyalty, duty of care, or other duty or obligation of any type or nature whatsoever to any Loan Party or
any of the shareholders of Loan Parties or any other Person. o

8.20, ‘Cbmr_ngﬂlcatlons by Loan Parties to Lender,

) Notheng contamed in any letter, email, written notification, financial statement or other
communication,. written or oral, from any Loan Party to Lender, shall be deemed to be binding on Lender,

unless Lender acknowledges same (n.writing (including by e-mail) and expressly agrees to be bound.

thereby:.

©8.21. 'US Patriot

The Lender hereby notifles the Borrower and each Guarantor that pursuant to the requirements of .

the USA Patriot Act (Title 1!l of Pub. L. 107-56 (signed Into law October 26, 2001)) (the "Patriot Act’), It is
required to obtain, verify and record information that identlfies the Borrower and Guarantor, which

information includes the name and address of the Borrower and Guarantor and other information that will .

allow the Lender to identify the Borrower and each Guarantor in accordance with the Patriot Act.

8.22, Confiict of Documents.

~ The Loan Parties and Lender acknowledge and agree that the terms, conditions and provisions of
this Agreement and each and all other Loan Documents (including any other documents (and/or terms and,
provisions thereof) pursuant to which any Liens, mortgages, security interests or pledges are created and/or
granted) are intended to be complementary to one another and mutually expansive of the rights of Lender,
and that therefore, to the extent possible, the terms, conditions and provisions of thls Agreement and all
other such Loan Documents shalt be interpreted and construed in such a manner as to glve effect to all of
such terms, conditions and provisions, provided that to the extent of any irreconcllable conflict between the
terms, conditions and provisions of this Agreement and any other Loan Document, the terms of this
Agreement shall prevail (unless the application of such rule of construction shall result in any Liens,
mortgages, security interests or pledges or other rights in favour of Lender created under any such other
Loan Document becoming unperfected, invalid or unenforceable against any Loan Party or any third parties
under the law of the jurisdiction whose law governs such other Loan Document , in which case the terms,
conditions and provisions of such other Loan Document shall prevall to the limited extent necessary to
prevent such result). Notwithstanding anything to the contrary contained in the foregoing, fo the extent that
the terms, conditlons and provisions of this Agreement and of any other Loan Document(s) shal! establish
different deadiines or time periods with respect to the taking of any particular actions by any Loan Party, the
shorter deadline shall control, for greater certainty, in the event of a breach under Section 18.1(a) of the
Offtake Agreement, a Loan Party shall only have the time period specified therein to remedy such breach
" and not any additional time periods or notice requirements as set out In Section 7.1(C) hereof,

8.23. Jiidgment Currency.

(AY If, for the purpose of obtaining or enforcing judgment against any Loan Party in any court
in any jurisdiction, it becomes necessary to convert into any other currency (such other currency being
herelnafter in this Section referred to as the "Judgment Currency”) an amount due under this Loan
Agreement or any other Loan Document in any currency (the “QObiligation Currency”) other than the
Judgment Currency, the conversion shall be made at the rate of exchange prevailing an the Business Day
Immed!ately preceding the date of actual payment of the amount due, in the case of any proceeding in the
courts of the Province of British Columbia or in the courts of any other jurisdiction that will give effect to such
conversion belng made on such date, or, if the courts of the applicable jurisdiction will not give effect to such
conversion being made on such date, on the date on which the judgment is given (the applicable date as of
which such conversion is made pursuant to this Section being hereinafter referred to as the "Judgment

Conversion Date”).
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(B) If, in the case of any proceeding In the court of any jurisdiction referred to in paragraph
(A) above, there is a change In the rate of exchange prevailing between the Judgment Conversion Date and
the date of actual recelpt for value of the amount due, the Loan Party shall pay such additionai amount (if
any, but in any event not'a lesser amount) as may be necessary to ensure that the amount actually recsived
In the Judgment Currency, when converted at the rate of exchange prevaliing on the date of payment, will
produce the amount of the Obligation Gurrency which could have been purchased with.the amount of the
Judgment Currency stipulated in the Judgment or judicial order at the rate of exchange prevalling on the
Judgment Conversion Date. Anyamount due from any Loan Party under this paragraph (B) shail be due as
a separate debt and shall not be affected by judgment being obtained for any other amounts due under or in
respect of any of the Loan Documents. '

(C) . The term "rate of exchange” In this Section means the rate of exchange as quoted by
the Royal Bank of Canada, on the relevant date at or about 1:00 p.m. (New York time), of the Obligation
Currency agalnst the Judgment Currency. C

-~ 8,24, Amendment and Restatement.

- This Agreement amends and restates the Original Loan Agreement In Its entirely, with the. parties
hereby agreeing that there Is no hovation of the Orlginal Loah Agreement. On the Amended and Restated
Closing Date, the rights anid obligatiens of the paities under the Original Loan Agreement shall be subsumed
within and be governed by this Agraement;, provided, however, that the “Loan” (as-such terms is defined in
the Original Loan Agreement) outstanding under the Original Loan Agreement on the Original Closing Date
shall, for purposes of this Agreement, be inciuded as the Loan hereunder.

(Slgnature Page Follows)
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IN WITNESS WHEREOQF, the parties hereto have caused this Agreement to be duly executed as of the day

and year first above written

Lender:

Borrower;

Other Loan Parties.

ORION MINE FINANCE (MASTER) FUND | LP, by its general
partner ORION MINE FINANGE GP | LIMITED

Name‘ M{” i/,‘“k“w & L A FoN1N
Title: FOY R e o Cugnamtonr ;/

AURCANA CORPORATION
By:

Name;
Title:

SILVER ASSETS, INC.
By:

Name:
Title:

CANE SIL.VER INC.
By.

Name:
Title:

Before me:
Name;
NOTARY PUBLIC

PERFORADORA AURCANA S. DER.L.DEC.V.
By: v

Name:
Title:

MINERA AURCANA S.A.DEC.V,
By:

Name:
Title:

RIO GRANDE MINING COMPANY
By:

Name;
Titie:

SHAFTER PROPERTIES INC.
By:

Name:
Tille:

Signature page 1 of 2 to Amended and Restated Loan Agreement
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the day

and year first above written.

Lenden

Borrower:

Other Loan Parties:

LINDA M. CHOW
XIUM LAW CORPORATION
Barrister and Solicitor
_uute 3350, Four Bentall Centra
5 Qunsmuir Street, PO Box 49222
‘ancouver, BC, V7X 1L2
TR Fay 604-502-4000

By

ORION MINE FINANCE (MASTER) FUND I LP, by its general
partner ORION MINE FINANCE GP | LIMITED

Name:
Title:

~ AURCANA CORPORATION

CANE SILNER ING.

By: MM&% 2

Namel-LDNC  Woowiciuse
Title: Dirtzxoz

Before me: ZW{/LULJ
eitex/

Name: L
NOTARY PUBLIC

PERFORADORA AURCANA S. DE R.L. DE C.V.

Namg?” LC)\J(C ' K_oomc,ueg
Title: P (oSt

MINERA URCANA S.A. DE C.V.
| P2y,
By / s //f ‘ﬂ@:m

l CN « KQO RACHIST
Tltl VEcs ionsT

RIO G DE (l\!!ﬁlﬁNlNG COMPANY

‘Na oG KRG uEsEe

Title: VLTS T

SHAFT! ERTIES INC.
By: % /4 & W
e

Nar;é’: LONC. RO RAS (U
Titie: Vs DONT

Signature page 1 of 2 to Amended and Restated Loan Agreement
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MINEI?A\\*K&NEQ\RA S.A. DEC.V.

) oy
oy | LV
Namg,<" cONCe mpceuq e
Title: Pl pyT

REAL DE :1.«2{cox~,mi S.A.DEC.V.

By: ;*x . M M

Name: (,CU LL Q&)O‘ZLC.‘ u_—;_mww o

Title: s posT =

Signature page 2 of 2 to Amended and Restated Loan Agreement
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THIS IS EXHIBIT “H”
TO THE AFFIDAVIT OF KEVIN DROVER
SWORN BEFORE ME ON OCTOBER 30, 2015

P 1 4 ] 7
A Commissioner of Q4

J. MORGAN HAY
er and Sollcitor
m 9!0- m we'! Pm sm
Phose Vancouver, BC V6C 2v6
¢ 604-683-6100 Pax: 604-692-4900
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SECOND AMENDMENT TO THE »
AMENDED AND RESTATED LOAN AGREEMENT

This SECOND AMENDMENT TO THE AMENDED AND RESTATED LOAN AGREEMENT (this -
“Amendment’).is dated as of October_-_, 2015 and entered into by and among Aurcana Corporation (the

“Borrower”), Silver Assets, Inc., Rio Grande Mining Company, -Shafter Properties Inc., Cane Silver Inc.,

‘Perforadora Aurcana S. de R.L. de C.V., Minera Aurcana S.A. de C.V., Minera La Negra, SA. de C.V.,

Real.de Maconi, S.A. de C.V. (each a “Guarantor’ and together the “Guarantors’, collectively with the

Borrower, the “Loan Parties”) and Orion Mine Finance: (Master) Fund | LP, by |ts generaI partner ‘Orion

Mine Finance GP I Limited (the “Lender”). ‘

RECITALS
WHEREAS:

(A).  The Loan Parties and Lender entered into an Amended and Restated Loan Agreement dated as
of April 29, 2014, as amended by an Amendment to the Amended and Reéstated Loan Agreement
and Offtake Agreements dated August 28, 2014 (together and as it may be further amended,
restated, supplemented or otherwrse modified from time to time, the “Loan. Agreement")

(B) The Borrower wishes to borrow from the Lender, and the Lender wrshes to lend to the Borrower

: an additional amount of up to USD $2,500,000 (the “Additional Advance”) pursuant to the terms

-of the Loan Agreement and related Loan Documents. (as such term is deflned in the Loan
-Agreement) to support operatlons at the La Negra mine; and

(C) .The Loan Parties and the Borrower wish to amend the Loan Agreement on the terms and
conditions set out herein to reflect the advance of the Additional Advance to the Borrower by the -
Lender, and have authorized and approved this Amendment to give effect to such amendment,

NOW. THEREFORE in consideration of the mutual covenants and agreements contained in this
Amendment, and for other good and valuable consideration, the receipt and sufficiency of which is hereby

acknowledged by each of the parties hereto, and intending to be legally bound hereby, the parties hereto
_ hereby covenant and agree as follows: .

: Article 1- INTERPRETATION

1.1 This Amendment and the recitals hereto, is supplemental to the Loan Agreement and as of and

from the date hereof, the Loan Agreement shall be read in conjunction with this: Amendment ‘and.
all the ‘provisions of -the Loan Agreement, except only.insofar as the same may be: 1ncons1stentf' S
with the express provisions hereof, shall apply and have the same effect’ as if-all the’ prowsrons of S

o the Loan Agreement and of this: Amendment were contarned in one rnstrument )

12 ) Except as otherwrse specrfled herein or as the context may othervvlse requrre ‘the capﬁalrzed;',‘ -
terms used’ here|n but not defined have the respective meanlngs set forth rn the Loan Agreement

1.3 -~ On and after the date hereof, each reference to the Loan Agreement as amendeols by this

Amendment, and each reference to the Loan Agreement in any other agreement certificate, :

document or instrument relating thereto, shall mean and refer to the' Loan" Agréement as
.~ amended hereby. Except as specifically amended by this Amendmerit,’ all other: terms and,
* conditions of the Loan Agreement shall remain in full force and unchanged ' e :
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Artlcle 2 — AMENDMENTS AND CONFIRMATION

The followmg is inserted immediately following Section 2.3(A) of the Loan Agreement as Section
-';2 3(A 1) of the Loan Agreement

o “Subject to the terms and condltlons of this Agreement and in reliance upon the representatlons
" and warranties-of the Loan Parties set forth herein and in the other Loan Documenits, the Lender

_ “shall, upon recelpt by it of a Drawdown Notice (as hereinafter defined) satisfactory to the- Lender
‘:ln its sole discretion,, advance an additional aggregate amount of up to $2,500,000 to the
' {Borrower: (the “Additional Advance' ). Subject to the terms and conditions hereof, the Borrower
~~'may have the Additional Advance advanced to it in amounts no lesser than $1,000,000 from time
. to time prior to October 22, 2015 by way of drawdown by giving to the Lender an irrevocable

i notice (“Drawdown Notice”) prior to 12:00 noon (Toronto time) at least ten (10) days prior to the

* ‘date of any drawdown of the Additional Advance, which Drawdown Notice shall (i} speeify the
date the. advance is to be made, (i) specify the principal amount-of the advance, and (iii). have

- attached thereto a certificate executed by the Chief Financial Officer of the Borrower in a form

- .satisfactory to'the Lender, in its sole discretion, setting out the following: (I) a description and

copies of the invoices or purchase orders that will be paid with the funds being advanced, (II)
confirmation that, other than to the extent of information affecting the operations and assets of the
Loan Parties. known to the Lender which has arisen since the closing date of the Loan
Agreement, no Default or Event of Default has occurred and is continuing or would result from the
advance being requested, (llly confirmation that, other than to the extent of information affecting
the operations and assets of the Loan Parties known to the Lender which has arisen since the
closing date of the Loan Agreement, no Material Adverse Effect has occurred since the Amended

" and Restated Closing Date, (IV) confirmation that the La Negra mine has not been abandoned,

and (V) confirmation that, other than to the extent of information affecting the operations and
assets of the Loan Parties known to the Lender which has arisen since the closing date of the
Loan Agreement, each of the representations and warranties of the Loan Parties contained in this
Agreement or in any other Loan Document is true, correct and complete as of the date such
advance is requested and as of the date such advance is made as though made on and as of
each such date (except where such representation or warranty is expressly stated to be made as

"at another date, in which case they were true, correct and complete in ali material respects on

and as of such earlier date). The parties hereto agree and acknowledge that the aggregate

- Additional 'Advance shall form part of the Loan. Notwithstanding anything to the contrary
".contained herern ‘the Lender shall have the option, in its sole discretion, to advance any amount

representing the Additional Advance directly to the vendors or suppliers whose invoices or

" purchase orders are to be paid with the funds being advanced, and the Lender shall notify the

Borrower of any such election by way of written notice at least one (1) day prior to the drawdown
date, in which case the Borrower shall promptly provide the Lender with the payment instructions

“of such vendors or suppliers along with any supporting documentation that may be requested by.

the Lender, acting reasonably. To the extent that the Lender, in its. sole discretion, elects to

- advance any amount representing the Additional Advance directly to the Borrower, the Lender

and Loan Parties further agree that all such amounts shall be deposited into. a bank account (the

“Additional Advance Account”) that is subject to a blocked account agreement to be entered into

'by the Lender; the Borrower-and the financial institution at which the Additional Advance Account:

~is_held  {the “Additional Advance Blocked Account Agreement”), which Additional. Advance

Blocked Account Agreement shall be in form satisfactory to the Lender, in its sole discretion, and
which Additional Advance Blocked Account Agreement shall provide for the Lender's unfettered
control of the Add|t|onal Advance Account and all funds held therein at all times.”

Section 2.4 of the Loan Agreement is hereby deleted in its entrrety and replaced Wlth the

- following:
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“The proceeds of the Loan shall be used to in accordance with the Annual Budget.
Notwithstanding the foregoing, the proceeds of the Additional Advance shall be used exclusively
to support operations at the La Negra mine.” :

Section 2.6(G) of the Loan Agreement is hereby deleted in its entirety and replaced with the
following: : . ‘ o

“Subject to Section 2.6(G.1), the Loan shall be repaid in 48 equal monthly installments with the
first such installment being due on the last Business Day of May 2014. Notwithstanding the
foregoing, the monthly installments due on the last Business Days of July, August and September
2014 shall not be paid on such dates, and the aggregate monthly installments due on such dates
shall instead be divided equally over and payable with the remaining 43 monthly installments.
For the avoidance of doubt, all unpaid amounts of principal and interest shall be repaid in full on
the Maturity Date. On the Repayment Date (or, in event the Loan is refinanced with a secured
loan, concurrent with such refinancing), the Lender will promptly, at the Borrower's sole expense,
execute _and deliver any termination statements (including the termination of ‘any outstanding
promissory notés), lien releases, mortgage or deed of trust releases, dlscharges of security
interests, and other similar discharge or release documents (and, if applicable, in recordable
form) as are reasonably necessary to release, as of record, the Lender's Liens and all notices of
securlty interests and liens previously filed by or on behalf of the Lender with respect to the
Obligations.”

The following is inserted immediately following Section 2.6(G) of the Loan Agreement as Section
2.6(G.1) of the Loan Agreement: ‘

“The Additional Advance shall be repaid in its entirety, including any interest accrued thereon, on
December 31, 2015.”

Each of the Loan Parties and the Lender acknowledge, agree and confirm that the aggregate
amount of the Additional Advance and any interest accrued thereon at any time shall form part of
the Obligations under the Loan Agreement and that all Loan Documents, including without
limitation the security granted by the Loan Parties under the Loan Documents to secure the
Obligations, shall.apply with respect to the Additional Advance and any interest accrued thereon

at any time.

Article 3 — INTENTIONALLY DELETED
Article 4 - GENERAL

Reservation of Rights. Other than as provided in Article 3 of this Amendment:

(@) the Lender has not waived, and is not by this Amendment waiving, and has no intention
" of waiving, any Events of Default which may be continuing on the-date hereof or any
Events of Default which may occur after the date hereof, and the Lender. has not agreed
to forbear with respect to any of its rights or remedies concerning-any Events of Default
which may have occurred or are continuing as of the date hereof or which may ocecur

after the date hereof; and :

(b) the Lender reserves the right, in its discretion, to exercise any or all of its- riéhts and
‘ remedies under the Loan Agreement and the other Loan Documents, or otherwise, as a
resuit of any Events of Default which may be continuing on the date hereof or any Events
of Default which may occur after the date hereof, and the Lender has.not waived any of
such nghts or remedies, and nothing in this Amendment, and. no delay.on its part in
exercising any such rights or remed|es should be construed as .a waiver of any such

" Tights or remedies. . .
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Representatmns and Warranties. In order to induce the Lender to enter into this Amendment,

- each of the Loan Parties represents and warrants to the Lender as follows, which representatlons
~and warranﬂes shall survive the execution and dellvery of this Amendment

(a) other than to the extent.of information affecting the operations and assets of the Loan
Parties known to the Lender which has arisen since the closing date of the Loan
Agreement, all of the representations and warranties in the Loan Agreement and the
other Loan Documents are true and correct as of the date hereof;

(b) other than to the extent of information affecting the operations and assets of the Loan

" Parties’ known to the Lender which has arisen since the closing date of-the Loan
Agreement, each of the Loan Parties is in compliance with all the covenants contained in
the Loan Agreement and the other Loan Documents;

(© other than to the extent of information affecting the operations and assets of the Loan
Parties known to the Lender which has arisen since the closing date of the Loan
Agreement, no Default or Event of Default exists or is continuing;

(d) the - execution, delivery and performance of this Amendment and the transactions
contemplated hereunder are all within each of the Loan Parties’ corporate powers, have
been duly authorized and are not in contravention of law or the terms of any Loan Party’s
certificate of incorporation, by-laws or other organizational documentation, or any
indenture, agreement or undertaking to which any of the Loan Parties is a party or by
which any of the Loan Parties’ property is bound,;

(e) - each-of the Loan Parties have duly executed and delivered this Amendment; and

(f)-  this-Amendment constitutes a legal, valid and binding obligation of each of the Loan
Parties, enforceable against them by the Lender in accordance with the terms of this
Amendment and the Loan Ag_reement.

Acknowledgement of Existing Security and Guarantees. It is agreed and confirmed that after
giving effect to this Amendment, all security and guarantees delivered by the Loan Parties in
connection with the Loan Agreement secures the payment and performance of all of the
Obligations including, without limitation, the obligations, liabilities and mdebtedness arising under
the Loan Agreement as a result of this Amendment.

Further Assurances. Each Loan Party shall execute and deliver such documents and take such
actions as may be necessary or desirable by the Lender to give effect to the provisions and
purposes of this Amendment, all at the expense of the Loan Parties.

Successors and Assigns. This Amendment is binding on the successors and assigns of the
parties hereto and may be relied upon by the parties hereto and their respective successors and
assigns. :

Loan Documents. This Amendment and the Additional Advance Blocked Account Agreement

- shall each constitute a Loan Document.

‘ Confidentiality. No press release or other public announcement with respect to this Amendment

or any transaction contemplated herein is to be made by the Borrower or Guarantors unless and

‘until the text-of the announcement and the time and manner of its release have been approved by

the Lender, provided that nothing herein shall prevent the Borrower from making any such public
disclosures as are necessary pursuant to applicable securities laws or the policies of any stock
exchange upon which the securities of the Borrower are listed.
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Applicable law. This Agreement and all disputes and controversies arising hereunder will be
construed in accordance with and governed by the laws of the Province of British Columbia,
Canada and the laws of Canada generally applicable therein.

Execution in Counterparts. This Amendment and any amendments, waivers, consents, or
supplements may be executed in any number of counterparts, each of which when so executed
and delivered will be deemed an original, but all of which counterparts together will constitute but
one and the same instrument. This Amendment will become effective upon the execution of a
counterpart. hereof by each of the parties hereto. Delivery of an executed counterpart of a
signature page to this Amendment, any amendments, waivers, consents or supplements, or to
any other document by facsimile or other electronic delivery will be as effective as delivery of a
manually executed counterpart thereof.

- [The rémainder of this page is-intentionally left blank.]
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IN WITNESS WHEREGF, the parties hereto have caused this Amendment to be duly executed as of the
date first above written.

NCE (MASTER) FUND | LP, by its general

Lender: ORION MINE EINAN
| = FINANCE GP | LIMITED

partner ORI. b

By‘

;lgme W\u SimeenS

Borrower: AURCANA CORPORATION
| By:

Name:
Title:

Guarantors: : SILVER ASSETS, INC.
By:

Name:
Title:

CANE SILVERINC.
By:

Name:
Title:

PERFORADORA AURCANA 8. DE R.L. DEC.V.
By:

Name:
Title:

MINERA AURCANA 8.A. DE C.V.
By:

Name:
Titte:

RIO GRANDE MINING COMPANY
By:

Name:;
Title;

SHAFTER PROPERTIES INC.

.By:

!
{ - Name:
i Title:

Signature Page 1 of 2 to Second Amendment to Amended and Restatéd Lbén Agreement
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MINERA LA NEGRA, S.A. DE C.V.

By:

Name:
Title:

REAL DE MACONI, S.A. DE C.V,

By:

- Name:
Title:

Signature Page 2 of 2 to Second Amendment to Amended and Restated Loan Agreement
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed as of the
date first above written.

Lender: ; ORION MINE FINANCE (MASTER) FUND | LP, by its general
partner ORION MINE FINANCE GP | LIMITED

By:

Name:
Title:

Borrower: ' AURCARNA

By:

Name: /f.p A z;/e;t
Ttle: O Ahesiapn/ &0

Guarantors: SILVER ASSETSZINC.
By A= /‘M,{//(
,/é@ ﬂ

CAN?
S

Name: / 7074 TS Z .
Title: ~;4 éc,é/ﬁ

PERFORADORA; ANA 8. DER.L. DE C.V.
By: //,«ﬂ//,///

Name: ¢ w/c/ TRRINC
Title: ) /Zép Lo T

MINERA A ANAS DEC\I

1%// c

N ﬁfé )
e

RIO GWOMPANY
By: /M/é/

Name: fgvv Z %«i/uwz
T‘tle 9//"{(06

SHAFTER ERTIES INC.

R 7 g7 4
Title: 705 REp }[T/’/’C/

Signature Page 1 of 2 to Second Amendment to Amended and Restated Loan Agreement
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MiNEA .A.DE C.V.
By: e el

Neme: % &0 v 2772/1/5/3
e Zireels
: REAL DE ' S A.DEC.V.

By:

Name:

il vt T VR,

F R (I

Signature Page 2 of 2 to Second Amendment to Amended and Restated Loan Agreement
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THIS IS EXHIBIT “I”
TO THE AFFIDAVIT OF KEVIN DROVER
SWORN BEFORE ME ON OCTOBER 30, 2015

A Commissioner gf£@th

J. MORGAN BAY
AXIUM LAW CORPORATION
Barrister and Solicior
Suite 910 - 80O West Pender Street
Vanoouver, BC V6C2VE
Phone: 604-683-6100 Paxn: §04-602-4900
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ARRANGEMENT AGREEMENT

THIS ARRANGEMENT AGREEMENT is made as of October 30, 2015.

AMONG:

AURCANA CORPORATION, a corporation governed by the laws of
Canada (“Aurcana”)

—and —

9490248 CANADA CORPORATION, a corporation incorporated
under the laws of Canada (“Aurcana ArrangeCo”)

—and —

SILVER ASSETS, INC., RIO GRANDE MINING COMPANY,
SHAFTER PROPERTIES [INC.,, CANE SILVER INC,,
PERFORADORA AURCANA S. DE R.L. DE C.V., MINERA
AURCANA S.A. DE C.V., MINERA LA NEGRA, S.A. DE C.V
AND REAL DE MACONI, S.A.DE C.V.

—and —

ORION MINE FINANCE (MASTER) FUND | L.P.,, BY ITS
GENERAL PARTNER ORION MINE FINANCE GP | LIMITED
(the “Lender”)
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WHEREAS the Parties intend to effect a transaction pursuant to which Aurcana will retire all of its senior
secured debt in exchange for the transfer of certain of its subsidiaries to the Lender;

AND WHEREAS Aurcana and the Lender have entered into a Support Agreement and Term Sheet
pursuant to which the Lender has agreed to support the Transaction on the terms and subject to the conditions
contained in the Support Agreement and the Term Sheet;

AND WHEREAS the parties wish to provide for the matters referred to in the foregoing recitals and for
other matters relating to the transactions contemplated by this Agreement,

NOW THEREFORE THIS AGREEMENT WITNESSES THAT, in consideration of the premises and
the covenants and agreements herein contained and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties covenant and agree as follows:
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ARTICLE 1
INTERPRETATION

1.1 Definitions.

In this Agreement, the following terms have the following meanings:

(a)
(b)

(©)

(d)

(€)

()

()]

(h)

(i)

)
(k)
(0

(m)

(n)
(0)
(p)
(@)

“Agreement” means this arrangement agreement;

“Applicable Law” means any law, statute, order, decree, judgment, rule, regulation, ordinance or
other pronouncement having the effect of law whether in Canada, the United States or any other
country, or any domestic or foreign state, county, province, city or other political subdivision of
any Governmental Entity, and includes any securities or stock exchange rules or regulations;

“Arrangement” means the arrangement under Section 192 of the CBCA, on the terms and subject
to the conditions set forth in the Plan;

“Articles of Arrangement” means the articles of arrangement of Aurcana in respect of the Plan
that are required by the CBCA to be filed with the Director after the Final Order is made in order
for the Plan to become effective;

“Aurcana” means Aurcana Corporation;

“Aurcana ArrangeCo” means 9490248 Canada Corporation, a corporation incorporated under
the laws of Canada;

“Aurcana Companies” means Aurcana and all of its direct or indirect subsidiaries in existence at
this time or from time to time, including Silver Assets, Rio Grande, Shafter Properties, Cane
Silver, Cane Insurance, Real de Maconi, Minera La Negra, Minera Aurcana, Perforadora Aurcana
and Aurcana ArrangeCo;

“Business Day” means any day, other than a Saturday or a Sunday or a statutory or civic holiday,
that banks are open for business in Toronto, Ontario, Vancouver, British Columbia and New York,
New York;

“Cane Insurance” means Cane Insurance Company Limited, a corporation incorporated under the
laws of Barbados;

“Cane Silver” means Cane Silver Inc., a corporation incorporated under the laws of Barbados;
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended;

“Certificate” means the certificate of arrangement to be issued by the Director giving effect to the
Plan;

“Credit Agreement” means the amended and restated credit facility agreement dated April 29,
2014 entered into by Aurcana, the Lender and each of the Guarantors (as the same may have been
and may further be amended, restated, modified or varied from time to time);

“Court” means the Ontario Superior Court of Justice (Commercial List);

“Director” means the Director appointed under Section 260 of the CBCA,

“Effective Time” means the time on the Implementation Date that the Plan is implemented;

“Final Order” means the Order of the Court approving the Plan;



(r)
©)

(®)

(u)

v)

(w)

)

v)

(2)

(aa)
(bb)

(cc)

(dd)

(ee)

(ff)

(99)

(hh)

(i)
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“GAAP” has the meaning given to such term in Section 1.2;

“Guarantors” means, collectively, Silver Assets, Rio Grande, Shafter Properties, Cane Silver,
Real de Maconi, Minera Aurcana, Minera La Negra and Perforadora Aurcana, as guarantors under
the Credit Agreement;

“Governmental Entity” means any government, regulatory authority, governmental department,
agency, commission, bureau, official, minister, crown corporation, court body, board, tribunal or
dispute settlement panel or other law, rule or regulation-making organization or entity: (a) having
or purporting to have jurisdiction on behalf of any nation, province, territory or state or any other
geographic or political subdivision of any of them; or (b) exercising, or entitled or purporting to
exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority
or power;

“Implementation Date” means the date on which the Plan is implemented,;

“Lender” means Orion Mine Finance (Master) Fund | L.P., as lender under the Credit Agreement;
“Mexican Subsidiaries” means, collectively, those of Real de Maconi, Minera La Negra, Minera
Aurcana and Perforadora Aurcana as shall be designated by the Lender in writing prior to the

Implementation Date;

“Minera Aurcana” means Minera Aurcana S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Minera La Negra” means Minera La Negra S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Newco” means an entity to be incorporated by the Lender in advance of the Implementation
Date;

“Obligations” has the meaning given to such term in the Credit Agreement;
“Order” means any order of the Court in the CBCA proceedings;

“Outside Date” means December 4, 2015 (or such other date as the Aurcana Companies and the
Lender may agree);

“Parties” means, collectively, Aurcana, Silver Assets, Rio Grande, Shafter Properties, Cane
Silver, Perforadora Aurcana, Minera Aurcana, Minera La Negra, Real de Maconi, Aurcana
ArrangeCo and the Lender, and “Party” shall mean any one of the Parties;

“Perforadora Aurcana” means Perforadora Aurcana S. de R.L. de C.V., a corporation
incorporated under the laws of Mexico;

“Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an
unincorporated association, a Governmental Entity or any agency, instrumentality or political
subdivision of a Governmental Entity, or any other entity or body;

“Plan” means the plan of arrangement pursuant to Section 192 of the CBCA, attached hereto as
Schedule “A”;

“Real de Maconi” means Real de Maconi, S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Rio Grande” means Rio Grande Mining Company, a corporation incorporated in Nevada;
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an “Shafter Properties” means Shafter Properties Inc., a corporation incorporated in Texas;
(KKk) “Silver Assets” means Silver Assets, Inc., a corporation incorporated in California;
(1 “Support Agreement” means the support agreement dated as of October 15, 2015 entered into by
Aurcana, the Guarantors and the Lender;
(mm)  “Term Sheet” means the term sheet dated as of October 15, 2015, attached as Schedule “A” to the
Support Agreement; and
(nn) “Transaction” means the transaction contemplated by the Plan.
1.2 Accounting Terms.

All accounting terms not otherwise defined herein shall have the meaning ascribed to them in accordance
with Canadian generally accepted accounting principles including those prescribed by the Canadian Institute of
Chartered Accountants (“GAAP”).

1.3 Currency.

Unless otherwise stated, all monetary amounts contained herein are expressed in U.S. dollars.

14 Articles of Reference.

(a)

(b)

(©)

(d)

(€)

()

(s))

References to a specific article, section or subsection shall, unless something in the subject matter
or context is inconsistent therewith, be construed as references to that specific article, section or
subsection of this Agreement, whereas the terms “this Agreement”, “hereof”, “herein”, “hereto”,
“hereunder” and similar expressions shall be deemed to refer generally to the Agreement and not
to any particular article, section or subsection or other portion of this Agreement and include any
documents supplemental hereto.

A reference to an article, section, subsection, clause or paragraph shall, unless otherwise stated,
refer to an article, section, subsection, clause or paragraph of this Agreement.

Unless otherwise expressly stated herein, any reference to an instrument, agreement or an Order or
an existing document or exhibit filed or to be filed means such instrument, agreement, Order,
document or exhibit as it may have been or may be amended, modified, or supplemented in
accordance with its terms.

The use of words in the singular or plural, or with a particular gender, including a definition, shall
not limit the scope or exclude the application of any provision of this Agreement to such Person
(or Persons) or circumstances as the context otherwise permits.

The words “includes” and “including” and similar terms of inclusion shall not, unless expressly
modified by the words “only” or “solely”, be construed as terms of limitation, but rather shall
mean “includes but is not limited to” and “including but not limited to”, so that references to
included matters shall be regarded as illustrative without being either characterizing or exhaustive.

Unless otherwise specified, all references to time herein and in any document issued pursuant
hereto mean local time in Toronto, Ontario and any reference to an event occurring on a Business
Day shall mean prior to 5:00 p.m. on such Business Day.

Unless otherwise specified, time periods within or following which any payment is to be made or
act is to be done shall be calculated by excluding the day on which the period commences and
including the day on which the period ends.
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(h) The word “or” is not exclusive.
1.5 Interpretation Not Affected by Headings.

The division of this Agreement into articles, sections, subsections, clauses and paragraphs and the insertion
of a table of contents and headings are for convenience of reference only and shall not affect the construction or
interpretation of this Agreement.

1.6 Date for Any Action.

In the event that any date on which any action is required to be taken hereunder is not a Business Day, such
action shall be required to be taken on the next succeeding day which is a Business Day.

1.7 Time.
Time shall be of the essence in this Agreement.
1.8 Definitions in the CBCA.

A word or words with initial capitalized letters used herein and not defined herein but defined in the CBCA
shall have the meaning(s) ascribed thereto in the CBCA as of the date hereof unless the context otherwise requires.

1.9 Statutory References.

Except as provided herein, any reference in this Agreement to a statute includes all regulations made
thereunder, all amendments to such statute or regulations in force from time to time, and any statute or regulation
that supplements or supersedes such statute or regulation.

1.10 Successors and Assigns.

This Agreement shall be binding upon and shall enure to the benefit of the heirs, administrators, executors,
legal personal representatives, successors and assigns of any Person named or referred to herein, affected hereby or
subject to this Agreement.

1.11 Governing Law.
This Agreement shall be governed by and construed in accordance with the laws of Ontario and the federal

laws of Canada applicable therein. All questions as to the interpretation or application of this Agreement and all
proceedings taken in connection with this Agreement shall be subject to the exclusive jurisdiction of the Court.

ARTICLE 2
THE ARRANGEMENT

2.1 Arrangement.

The Parties hereby agree, subject to such changes as may be mutually agreed to by the Parties in
accordance with this Agreement, that the Arrangement will be implemented in accordance with and subject to the
terms and conditions contained in this Agreement and the Plan.

2.2 Articles of Arrangement and Implementation Date.
The Certificate shall implement the Plan. As soon as practicable after the satisfaction or waiver of the

conditions set forth in Article 3 (excluding conditions that, by their terms, cannot be satisfied until the
Implementation Date, but subject to the satisfaction of those conditions as of the Implementation Date), unless
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another time or date is agreed to in writing among Aurcana and the Lender, the Articles of Arrangement shall be
filed by Aurcana with the Director.

ARTICLE 3
CONDITIONS

3.1 Conditions Precedent.

The implementation of the Arrangement shall be conditional upon the fulfilment, satisfaction or waiver (in
accordance with Section 6.3 of the Plan) by the Aurcana Companies and/or the Lender of the conditions precedent
set out in Section 6.2 of the Plan.

3.2 Implementation Provisions.

If the conditions contained in Section 6.2 of the Plan are not satisfied or waived in accordance with Section

6.3 of the Plan by the Outside Date, unless the Aurcana Companies and the Lender agree in writing to extend such

period, the Plan and the Final Order shall cease to have any further force or effect and will not be binding on any
Person.

ARTICLE 4
MUTUAL COVENANTS

4.1 Regarding the Arrangement.

Subject to the terms and conditions of this Agreement, each of the Parties hereto covenants that it will
perform the obligations required to be performed by it under this Agreement and the Plan.

ARTICLE 5
TERMINATION

5.1 Termination.

This Agreement may be terminated and the Arrangement may be abandoned at any time prior to the
Implementation Date (notwithstanding any approval of this Agreement or the Plan by the Court) by mutual written
agreement of all of the Parties.

5.2 Effect of Termination; Limited Recourse.

If this Agreement is terminated pursuant to Section 5.1, this Agreement shall become void and of no effect
without liability of any Party (or any shareholder, director, officer, employee, agent, consultant or representative of
such Party) to any other Party hereo.

5.3 Payment in Full before Implementation.

The Aurcana Companies shall at all times have the right to pay, in cash, all Obligations at any time prior to
implementation of the Transaction.
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ARTICLE 6
GENERAL PROVISIONS

6.1 Amendments to the Agreement.

This Agreement may, at any time and from time to time, but not later than the Implementation Date, be
amended in any respect whatsoever by written agreement of the Parties hereto without, subject to Applicable Law,
further notice to or authorization on the part of their respective security holders.

6.2 Severability.

If, prior to the Effective Time, any term or provision of this Agreement is held by the Court to be invalid,
void or unenforceable, at the request of any member of the Aurcana Companies, made with the consent of the
Lender, the Court shall have the power to either (a) sever such term or provision from the balance of this Agreement
and provide the Aurcana Companies and the Lender with the option to proceed with the implementation of the
balance of this Agreement as of and with effect from the Effective Time, or (b) alter and interpret such term or
provision to make it valid or enforceable to the maximum extent practicable, consistent with the original purpose of
the term or provision held to be invalid, void or unenforceable, and such term or provision shall then be applicable
as altered or interpreted, provided that the Lender has approved such alteration or interpretation. Notwithstanding
any such holding, alteration or interpretation, and provided that the Plan is implemented, the remainder of the terms
and provisions of this Agreement shall remain in full force and effect and shall in no way be affected, impaired or
invalidated by such holding, alteration or interpretation.

6.3 Notices.

Any notices or communications to be made or given hereunder shall be in writing and shall reflect this
Agreement and may, subject as hereinafter provided, be made or given by the Person making or giving it or by any
agent of such Person authorized for that purpose by personal delivery, ordinary mail, email or by facsimile
addressed to the respective parties as follows:

0] if to any member of the Aurcana Companies:

Aurcana Corporation

1090 West Georgia Street, Suite 250
Vancouver, BC V6E 3V7

Canada

Attention: Chief Executive Officer
Facsimile No.:  604.633.9179

with a required copy (which shall not be deemed notice) to:
Goodmans LLP

333 Bay Street, Suite 3400
Toronto, ON M5H 257

Canada
Attention: Robert J. Chadwick / Brendan O’Neill
Email: rchadwick@goodmans.ca / boneill@goodmans.ca

Facsimile No.:  416.979.1234

(i) if to Orion or to Newco:
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Orion Mine Finance (Master) Fund | LP
c/o MUFG Fund Services Limited

26 Burnaby Street, Hamilton

HM 11

Bermuda

with a required copy (which shall not be deemed notice) to:
Orion Resource Partners

1211 Avenue of the Americas
New York, NY 10036

US.A.

Attention: Limor Nissan, Chief Operating Officer and General Counsel
Email: Inissan@orionresourcepartners.com

and to:

Norton Rose Fulbright Canada LLP
Royal Bank Plaza, South Tower

200 Bay Street, Suite 3800, P.O. Box 84
Toronto, ON M5J 274

Canada
Attention: Geoffrey Gilbert / Evan Cobb
Email: geoffrey.gilbert@nortonrosefulbright.com/

evan.cobb@nortonrosefulbright.com

or to such other address as any party may from time to time notify the others in accordance with this Section 6.3.
Any such communication so given or made shall be deemed to have been given or made and to have been received
on the day of delivery if delivered, or on the day of faxing or emailing, provided that such day in either event is a
Business Day and the communication is so delivered, faxed, emailed or sent before 5:00 p.m. on such day.
Otherwise, such communication shall be deemed to have been given and made and to have been received on the
next following Business Day.

6.4 Further Assurances.

Notwithstanding that the Transaction shall occur and be deemed to occur in the order set out in the Plan
without any other additional act or formality, each of the Persons named or referred to herein, affected hereby or
subject to, this Agreement shall make, do and execute, or cause to be made, done and executed all such further acts,
deeds, agreements, transfers, assurances, instruments or documents as may reasonably be required to accomplish the
purpose of the Agreement or to assure other parties the benefits of this Agreement.

6.5 Counterparts, Execution.

This Agreement may be executed in counterparts, each of which shall be deemed to be an original but all of
which together shall constitute one and the same instrument. The Parties shall be entitled to rely upon delivery of an
executed facsimile or similar executed electronic copy of this Agreement, and such facsimile or similar executed
electronic copy shall be legally effective to create a valid and binding agreement between the Parties.

[REMINDER OF PAGE INTENTIONALLY LEFT BLANK.]



IN WITNESS WHEREOF the Parties have caused this Agreement to be executed as of the date first written above.

W%ﬂ

Name: /L@ A JZQ?@}% ‘

Title: JA 0% olegf & CED

I/we have authority to bind the corporation.

Minera Aurcana S,A. de C.V,

Per: T ke el

Name: /é: L e A
Title: 13,?)265?7"&;&

I/we have authority to bind the corporation.

Perforadora

ca‘na’S,, de R.L.de C.V.

Per: Ao A

Name: /{ng/ 2y 4 u??/?ﬂ[/«’ffz’
Title: 77> ;‘Z(,;‘/ﬁjg

I/we have authority to bind the corporation.

Cane ?fﬁm .
oo C A et

Name: /(QL//;V 7 /‘Z’Z’/gza
Title: 72,47,

T/we have authority to bind the corporation.

Minera La Negra de C.V.

Per:

Title: 27/*/25;5)9Z

I/we have authority to bind the corporation.

A el _
Name: 4 gy’ T2 pbX.
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Name: /@, 8 T 22467
Title: 52,77 @59 K.

I/we have authority to bind the corporation.

Silver Assets, In¢.—>"

Per: e gt

Name: /{/g k=%
Title: _, % /<€ 77 R

I/we have authority to bind the corporation.

Per:

Name: //é%y,(y ,SD’?(//K/Z .
Title: 5> K @A

I/we have authority to bind the corporation.

Shafter Propertie

Name: /@ﬂj}“ﬁ" ;?,«?/p’f U
Title: Df/f@ﬂéz

I/we have authority to bind the corporation.

0’77tion

rd
Name: /{{5// i TR
Title: IR Z

I/we have authority to bind the corporation.

Signature Page to Arrangement Agreement
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Orion Mine Finance (Master) Fund I L.P., by its
general partner Orion Mine Finance GP I Limited

Per:

Name: Limor Nissan
Title: Authorized Signatory
I/we have authority to bind the corporation.

Signature Page to Arrangement Agreement
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SCHEDULE “A”

Plan of Arrangement
Under Section 192 of the
Canada Business Corporations Act

6508584
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Court File No. CV-15-11157-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF THE CANADA
BUSINESS CORPORATIONS ACT, R.S.C. 1985, C. C-44, AS AMENDED, AND RULES
14.05(2) AND 14.05(3) OF THE RULES OF CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF AURCANA
CORPORATION AND 9490248 CANADA CORPORATION AND INVOLVING SILVER
ASSETS, INC., CANE SILVER INC., PERFORADORA AURCANA S. DE R.L. DE C.V,,
MINERA AURCANA S.A. DE C.V,, RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA, S.A. DE C.V. AND REAL DE MACONI, S.A.

DE C.V.
AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants

PLAN OF ARRANGEMENT

October 30, 2015
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ARTICLE 1
INTERPRETATION

Definitions.

In this Plan of Arrangement, unless otherwise stated:

(a)

(b)

(©)
(d)
(€)

(f)

()]

(h)

(i)

@)

(k)

(h

(m)
(n)
(0)

“Applicable Law” means any law, statute, order, decree, judgment, rule, regulation, ordinance or
other pronouncement having the effect of law whether in Canada, the United States or any other
country, or any domestic or foreign state, county, province, city or other political subdivision of
any Governmental Entity, and includes any securities or stock exchange rules or regulations;

“Amalgamation” means the amalgamation of Aurcana and Aurcana ArrangeCo to form Amalco
pursuant to this Plan;

“Amalco” has the meaning given to such term in Section 4.2;
“Aurcana” means Aurcana Corporation;

“Aurcana Companies” means Aurcana and all of its direct or indirect subsidiaries in existence at
this time or from time to time, including Silver Assets, Rio Grande, Shafter, Cane Silver, Cane
Insurance, Real de Maconi, Minera La Negra, Minera Aurcana, Perforadora Aurcana and Aurcana
ArrangeCo;

“Arrangement” means the arrangement under Section 192 of the CBCA, on the terms and
subject to the conditions set forth in this Plan;

“Arrangement Agreement” means the arrangement agreement dated October 30, 2015 between
Aurcana, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Perforadora Aurcana, Minera
Aurcana, Minera La Negra, Real de Maconi, Aurcana ArrangeCo and the Lender, as amended or
restated from time to time, pursuant to which such parties have agreed to implement the steps
required to complete the Arrangement;

“Articles of Arrangement” means the articles of arrangement of Aurcana in respect of the
Arrangement that are required to be filed with the Director after the Final Order is made in order
for the Arrangement to become effective on the Implementation Date;

“Aurcana ArrangeCo” means 9490248 Canada Corporation, a corporation incorporated under
the laws of Canada;

“Aurcana Released Parties” means Aurcana and all of its direct and indirect subsidiaries,
including Aurcana ArrangeCo, other than the Mexican Subsidiaries;

“Business Day” means any day, other than a Saturday or a Sunday or a statutory or civic holiday,
that banks are open for business in Toronto, Ontario, Vancouver, British Columbia and New York,
New York;

“Cane Insurance” means Cane Insurance Company Limited, a corporation incorporated under the
laws of Barbados;

“Cane Silver” means Cane Silver Inc., a corporation incorporated under the laws of Barbados;
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended;

“Certificate” means the certificate of arrangement to be issued by the Director giving effect to
this Plan;
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“Claim” means any right or claim of any Person that may be asserted or made in whole or in part
against any member of the Aurcana Companies, in any capacity, whether or not asserted or made,
in connection with any indebtedness, liability or obligation of any kind whatsoever, and any
interest accrued thereon or costs payable in respect thereof, whether at law or in equity, including
by reason of the commission of a tort (intentional or unintentional), by reason of any breach of
contract or other agreement (oral or written), by reason of any breach of duty (including, any legal,
statutory, equitable or fiduciary duty) or by reason of any equity interest, right of ownership of or
title to property or assets or right to a trust or deemed trust (statutory, express, implied, resulting,
constructive or otherwise), and together with any security enforcement costs or legal costs
associated with any such claim, and whether or not any indebtedness, liability or obligation is
reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed,
undisputed, legal, equitable, secured, unsecured, perfected, unperfected, present or future, known
or unknown, by guarantee, warranty, surety or otherwise, and whether or not any right or claim is
executory or anticipatory in nature including any claim arising from or caused by the termination,
disclaimer, resiliation, assignment or repudiation by any member of the Aurcana Companies of
any contract, lease or other agreement, whether written or oral, any claim made or asserted against
any member of the Aurcana Companies through any affiliate, subsidiary, associated or related
person, or any right or ability of any Person to advance a claim for an accounting, reconciliation,
contribution, indemnity, restitution or otherwise with respect to any matter, grievance, action
(including any class action or proceeding before an administrative tribunal), cause or chose in
action, whether existing at present or commenced in the future;

“Credit Agreement” means the amended and restated credit facility agreement dated April 29,
2014 entered into by Aurcana, the Lender and each of the Guarantors (as the same may have been
and may further be amended, restated, modified or varied from time to time);

“Common Shares” means the common shares in the capital of Aurcana;
“Court” means the Ontario Superior Court of Justice (Commercial List);
“Director” means the Director appointed under Section 260 of the CBCA,

“Effective Time” means the time on the Implementation Date that the Transaction is
implemented,;

“Equipment” means certain equipment of Aurcana and/or certain of the Guarantors, as set out in
the list attached as Schedule A to the Term Sheet;

“Final Order” means the Order of the Court approving the Plan;
“GAAP” has the meaning given to such term in Section 1.2;

“Guarantors” means, collectively, Silver Assets, Rio Grande, Shafter Properties, Cane Silver,
Real de Maconi, Minera Aurcana, Minera La Negra and Perforadora Aurcana, as guarantors under
the Credit Agreement;

“Governmental Entity” means any government, regulatory authority, governmental department,
agency, commission, bureau, official, minister, crown corporation, court body, board, tribunal or
dispute settlement panel or other law, rule or regulation-making organization or entity: (a) having
or purporting to have jurisdiction on behalf of any nation, province, territory or state or any other
geographic or political subdivision of any of them; or (b) exercising, or entitled or purporting to
exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority
or power;

“Implementation Date” means the date on which the Plan is implemented,;
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“Intercompany Claims” means all intercompany claims and indebtedness existing between (i)
any of the Remaining Aurcana Entities, and (ii) any of the Mexican Subsidiaries, or between any
of the Mexican Subsidiaries amongst themselves;

“La Negra” means the La Negra silver-copper-zinc-lead mine located in Querétaro, Mexico,
indirectly owned by Real de Maconi;

“Lender” means Orion Mine Finance (Master) Fund | L.P., as lender under the Credit Agreement;
“Lender Claims” means the Claims of the Lender in connection with the Obligations;
“Lender Released Parties” means the Lender, Newco and their respective affiliates;

“Material Adverse Change” means any change, development, effect, event, circumstance, fact or
occurrence that individually or in the aggregate with other such changes, developments, effects,
events, circumstances, facts or occurrences is or would reasonably be expected to be materially
adverse to the assets, properties, business, operations or liabilities of the Mexican Subsidiaries
except, any change, development, effect, event, circumstance, fact or occurrence resulting from or
relating to: (a) any change in generally accepted accounting principles as applied in the relevant
jurisdiction; (b) any change in currency exchange rates or commodity prices; (c) any adoption,
proposal, implementation or change in Applicable Law or any interpretation thereof by any
Governmental Entity (provided that in the case of (b) and (c) above, such conditions do not have a
materially disproportionate effect on the Mexican Subsidiaries relative to other companies in their
industry); (d) the execution, announcement or performance of the Support Agreement, the Term
Sheet, the Plan or any other related agreement and the completion of the transactions contemplated
thereby; (e) the failure, in and of itself, of any entity in the Aurcana Companies to meet any
internal or public projections, forecasts or estimates of future revenues or future earnings; (f) any
action taken by any entity in the Aurcana Companies which is contemplated in the Support
Agreement or is consented to by the Lender; or (g) any change in the market price or trading
volume of any securities of the Aurcana Companies (it being understood that the causes
underlying such change in market price or trading volume (other than those in items (a) to (f)
above) may be taken into account in determining whether a Material Adverse Change has
occurred);

“Mexican Subsidiaries” means, collectively, those of Real de Maconi, Minera La Negra, Minera
Aurcana and Perforadora Aurcana as shall be designated by the Lender in writing prior to the
Implementation Date;

“Mexican Subsidiary Shares” means the shares and/or partners interests held, either directly or
indirectly, by Aurcana of the Mexican Subsidiaries;

“Minera Aurcana” means Minera Aurcana S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Minera La Negra” means Minera La Negra S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Newco” means an entity to be incorporated by the Lender in advance of the Implementation
Date;

“Newco Consultants” means, collectively, Kevin Drover, the President and Chief Executive
Officer of Aurcana, and Salvador Huerta, the Chief Financial Officer of Aurcana;

“Newco Consulting Agreements” means the agreements to be entered into by Newco and
Aurcana, pursuant to which Aurcana shall agree to provide the Newco Consultants to provide
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services to Newco as consultants in connection with the operations of the Mexican Subsidiaries
for a total period of twelve (12) months following the Implementation Date;

(00) “Obligations” has the meaning given to such term in the Credit Agreement;
(pp) “Order” means any order of the Court in the CBCA proceedings;

(q9) “Outside Date” means December 4, 2015 (or such other date as the Aurcana Companies and the
Lender may agree);

(rr) “Perforadora Aurcana” means Perforadora Aurcana S. de R.L. de C.V., a corporation
incorporated under the laws of Mexico;

(ss) “Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an
unincorporated association, a Governmental Entity or any agency, instrumentality or political
subdivision of a Governmental Entity, or any other entity or body;

(tt) “Plan” means this plan of arrangement pursuant to Section 192 of the CBCA;

(uu) “Purchase Price” means $3,500,000, being the purchase price for the Equipment;

(w) “Real de Maconi” means Real de Maconi, S.A. de C.V., a corporation incorporated under the
laws of Mexico;

(ww)  “Released Claims” has the meaning given to such term in Section 5.1;

(xx) “Remaining Aurcana Entities” means, collectively, Aurcana or any of the Aurcana Companies
other than the Mexican Subsidiaries;

(yy) “Rio Grande” means Rio Grande Mining Company, a corporation incorporated in Nevada;
(z2) “Shafter Properties” means Shafter Properties Inc., a corporation incorporated in Texas;
(aaa)  “Silver Assets” means Silver Assets, Inc., a corporation incorporated in California;

(bbb)  “Support Agreement” means the support agreement dated as of October 15, 2015 entered into by
Aurcana, the Guarantors and the Lender;

(ccc)  “Term Sheet” means the term sheet dated as of October 15, 2015, attached as Schedule “A” to the
Support Agreement;

(ddd)  “Transaction” means the transaction contemplated by this Plan;

(eee)  “Unaffected Claimholders” means holders, whether directly or indirectly, of Unaffected Claims;
and

(fff) “Unaffected Claims” means Claims other than the Lender Claims, the Released Claims and the
Intercompany Claims.

12 Accounting Terms.
All accounting terms not otherwise defined herein shall have the meaning ascribed to them in accordance

with Canadian generally accepted accounting principles including those prescribed by the Canadian Institute of
Chartered Accountants (“GAAP”).
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Currency.
Unless otherwise stated, all monetary amounts contained herein are expressed in U.S. dollars.
Articles of Reference.

References to a specific article, section or subsection shall, unless something in the subject matter or
context is inconsistent therewith, be construed as references to that specific article, section or subsection of
this Plan, whereas the terms “this Plan”, “hereof”, “herein”, “hereto”, “hereunder” and similar expressions
shall be deemed to refer generally to this Plan and not to any particular article, section or subsection or
other portion of this Plan and include any documents supplemental hereto.

A reference to an article, section, subsection, clause or paragraph shall, unless otherwise stated, refer to an
article, section, subsection, clause or paragraph of this Plan.

Unless otherwise expressly stated herein, any reference to an instrument, agreement or an Order or an
existing document or exhibit filed or to be filed means such instrument, agreement, Order, document or
exhibit as it may have been or may be amended, modified, or supplemented in accordance with its terms.

The use of words in the singular or plural, or with a particular gender, including a definition, shall not limit
the scope or exclude the application of any provision of this Plan to such Person (or Persons) or
circumstances as the context otherwise permits.

The words “includes” and “including” and similar terms of inclusion shall not, unless expressly modified
by the words “only” or “solely”, be construed as terms of limitation, but rather shall mean “includes but is
not limited to” and “including but not limited to”, so that references to included matters shall be regarded as
illustrative without being either characterizing or exhaustive.

Unless otherwise specified, all references to time herein and in any document issued pursuant hereto mean
local time in Toronto, Ontario and any reference to an event occurring on a Business Day shall mean prior
to 5:00 p.m. on such Business Day.

Unless otherwise specified, time periods within or following which any payment is to be made or act is to
be done shall be calculated by excluding the day on which the period commences and including the day on
which the period ends.

The word “or” is not exclusive.

Interpretation Not Affected by Headings.

The division of this Plan into articles, sections, subsections, clauses and paragraphs and the insertion of a

table of contents and headings are for convenience of reference only and shall not affect the construction or
interpretation of this Plan.

1.6

Date for Any Action.

In the event that any date on which any action is required to be taken hereunder is not a Business Day, such

action shall be required to be taken on the next succeeding day which is a Business Day.

1.7

Time.

Time shall be of the essence in this Plan.
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1.8 Definitions in the CBCA.

A word or words with initial capitalized letters used herein and not defined herein but defined in the CBCA
shall have the meaning(s) ascribed thereto in the CBCA as of the date hereof unless the context otherwise requires.

1.9 Statutory References.

Except as provided herein, any reference in this Plan to a statute includes all regulations made thereunder,
all amendments to such statute or regulations in force from time to time, and any statute or regulation that
supplements or supersedes such statute or regulation.

1.10 Successors and Assigns.

This Plan shall be binding upon and shall enure to the benefit of the heirs, administrators, executors, legal
personal representatives, successors and assigns of any Person named or referred to herein, affected hereby or
subject to this Plan.

1.11 Governing Law.

This Plan shall be governed by and construed in accordance with the laws of Ontario and the federal laws
of Canada applicable therein. All questions as to the interpretation or application of this Plan and all proceedings
taken in connection with this Plan shall be subject to the exclusive jurisdiction of the Court.

ARTICLE 2
PURPOSE AND EFFECT OF THIS PLAN

2.1 Arrangement Agreement.
This Plan is made pursuant to the Arrangement Agreement.
2.2 Purpose.

The purpose of this Plan is to effect the Arrangement, pursuant to which the Obligations will be
compromised and extinguished in exchange for the Mexican Subsidiary Shares and other good and valuable
consideration as contemplated by the Support Agreement and the Term Sheet, all pursuant to this Plan to be
implemented pursuant to the CBCA, in order to allow the Aurcana Companies to retain sufficient liquidity to enable
the Aurcana Companies to continue their business as a going concern.

2.3 Effectiveness.

Subject to the satisfaction, completion or waiver (to the extent permitted pursuant to Section 6.3) of the
conditions precedent set out herein, this Plan will become effective in the sequence described in Section 4.2 from
and after the Effective Time and shall be binding on and enure to the benefit of the Aurcana Companies, the Lender,
Newco, past and present directors and officers of the Aurcana Companies, the Aurcana Released Parties, the Lender
Released Parties and all other Persons named or referred to herein, affected hereby or subject to this Plan and their
respective successors and assigns and their respective heirs, executors, administrators and other legal
representatives, successors and assigns.

2.4 Persons Not Affected.

For greater certainty, this Plan does not affect the Unaffected Claimholders with respect to and to the extent
of their Unaffected Claims. Nothing in this Plan shall affect the Aurcana Companies’ rights and defences, both legal
and equitable, with respect to any Unaffected Claims, including but not limited to all rights with respect to legal and
equitable defences or entitlements to set-offs or recoupments against such Unaffected Claims.
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ARTICLE 3
TREATMENT OF THE LENDER

3.1 Treatment of the Lender.

(D) On the Implementation Date and in accordance with the steps and transactions set forth in this Plan, all of
the Obligations shall be extinguished in consideration for the transfer by Aurcana to Newco of the Mexican
Subsidiary Shares on an “as is, where is” basis as they shall exist on the Implementation Date.

2 After giving effect to the terms of Section 3.1(1) above, the Lender shall, and shall be deemed to, have
irrevocably and finally extinguished all of its right, title and interest in and to the Obligations through the
receipt of the Mexican Subsidiary Shares, and no payment of any kind in connection with the Obligations,
including of principal, interest, default interest, any other interest of any kind, additional amounts, fees,
expenses, costs, charges, make-whole payments, penalties or any other amounts, whether imposed in
connection with a payment default, a prepayment or otherwise, shall be payable to or on behalf of the
Lender or Newco.

ARTICLE 4
IMPLEMENTATION

4.1 Corporate Authorizations.

The adoption, execution, delivery, implementation and consummation of all matters contemplated under
this Plan involving corporate action of any members of the Aurcana Companies will occur and be effective as of the
Implementation Date (or such other date as Aurcana and the Lender may agree), and will be authorized and
approved under this Plan and by the Court, where appropriate, as part of the Final Order, in all respects and for all
purposes without any requirement of further action by shareholders, directors or officers of any member of the
Aurcana Companies. All necessary approvals to take actions shall be deemed to have been obtained from the
shareholders or directors of the Aurcana Companies.

4.2 Implementation Date Transactions.

Commencing at the Effective Time, the following events or transactions will occur, or be deemed to have
occurred and be taken and effected, in the following order and at the times set out in this Section 4.2 (or in such
other manner or order or at such other time or times as the Aurcana Companies and the Lender may agree, acting
reasonably), without any further act or formality required on the part of any Person, except as may be expressly
provided herein:

©) at the Effective Time, the Aurcana Companies shall transfer to Newco all of the Mexican
Subsidiary Shares;

(b) at the Effective Time, all rights of the Aurcana Companies in and to the Mexican Subsidiary
Shares shall have been fully, finally and absolutely settled;

(© at two minutes after the Effective Time, the Aurcana Companies shall have been absolutely
released and discharged of and from all Obligations arising under the Credit Agreement;

(d) at two minutes after the Effective Time, the releases referred to in Article 5 shall become
effective; and

(e as soon as reasonably possible upon completion of the foregoing, Aurcana and Aurcana
ArrangeCo shall be amalgamated with the same effect as under Section 184 of the CBCA to form
one corporation (“Amalco”) in accordance with the following:

(i) Name: Aurcana Corporation;
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Registered Office: Suite 250 — 1090 West Georgia Street, Vancouver BC, V6E 4A2;

Restrictions on Business: None;

Avrticles: The articles of Aurcana amended prior to the Amalgamation shall be deemed to
be the articles of amalgamation of Amalco;

Number of Directors: Amalco shall have the same number of directors and same first
directors as that of Aurcana immediately prior to the Amalgamation;

Shares: All shares of Aurcana ArrangeCo shall be cancelled without any repayment of
capital in respect thereof; no shares will be issued by Amalco in connection with the
Amalgamation and all shares of Aurcana prior to the Amalgamation shall be unaffected
and continue as shares of Amalco;

Stated Capital: The stated capital account of the shares of Amalco shall be equal to the
stated capital account in respect of the Common Shares of Aurcana immediately prior to
the Amalgamation;

By-laws: The by-laws of Amalco shall be the same as those of Aurcana immediately
prior to the Amalgamation; and

Effect of Amalgamation: The provisions of Sections 186(a) to (g) of the CBCA shall
apply to the Amalgamation with the result that:

(A) the amalgamation of the amalgamating corporations and their continuance as
one corporation become effective;

(B) the property of each amalgamating corporation continues to be the property of
the amalgamated corporation;

© the amalgamated corporation continues to be liable for the obligations of each
amalgamating corporation;

(D) an existing cause of action, claim or liability to prosecution is unaffected,;

(E) a civil, criminal or administrative action or proceeding pending by or against an
amalgamating corporation may be continued to be prosecuted by or against the
amalgamated corporation;

(F) a conviction against, or ruling, order or judgment in favour of or against, an
amalgamating corporation may be enforced by or against the amalgamated
corporation; and

(G) the articles of amalgamation are deemed to be the articles of incorporation of the
amalgamated corporation and the certificate of amalgamation is deemed to be
the certificate of incorporation of the amalgamated corporation.

4.3 Payment in Full before Implementation.

The Aurcana Companies shall at all times have the right to pay, in cash, all Obligations at any time prior to
implementation of the Transaction.
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ARTICLES
RELEASES

5.1 Release of Aurcana Released Parties.

On the Implementation Date, each of the Lender (in its capacity as lender and shareholder of Aurcana),
Newco, the Mexican Subsidiaries, and their respective affiliates and present and former direct and indirect
shareholders and limited partners shall and shall be deemed to forever irrevocably release and discharge the Aurcana
Released Parties, and each of the Aurcana Released Parties’ respective present and former officers, directors,
employees, auditors, advisors (including, without limitation, financial advisors), legal counsel and agents from any
and all present and future demands, claims, liabilities, actions, causes of action, counterclaims, suits, damages,
judgments, executions, debts, sums of money, expenses, accounts, indebtedness, liens, recoveries, and obligations of
whatever nature (whether direct or indirect, known or unknown, absolute or contingent, accrued or unaccrued,
liquidated or unliquidated, matured or unmatured or due or not yet due) based in whole or in part on any act or
omission, transaction, dealing or other occurrence existing or taking place on or prior to the Implementation Date
(the “Released Claims”), including without limitation in connection with the Aurcana Released Parties, the business
and affairs of the Aurcana Released Parties whenever or however conducted, the administration and/or management
of the Aurcana Released Parties, any document, instrument, matter or transaction involving the Aurcana Released
Parties, the Credit Agreement, the Loan Documents (as defined in the Credit Agreement) and the Obligations.

5.2 Release of the Lender Released Parties.

On the Implementation Date, each of the Remaining Aurcana Entities and Aurcana ArrangeCo shall and
shall be deemed to forever irrevocably release and discharge each of the Lender Released Parties and each of the
Lender Released Parties’ respective present and former officers, directors, employees, auditors, advisors (including,
without limitation, financial advisors), legal counsel and agents from any and all Released Claims, including without
limitation in connection with the Aurcana Released Parties, the business and affairs of the Aurcana Released Parties
whenever or however conducted, the administration and/or management of the Aurcana Released Parties, any
document, instrument, matter or transaction involving the Aurcana Released Parties, the Credit Agreement, the Loan
Documents (as defined in the Credit Agreement) and the Obligations.

5.3 Intercompany Claims.
Unless transferred as directed by the Lender in writing in advance of the Implementation Date, all
Intercompany Claims shall be deemed satisfied in full and forever irrevocably released and discharged on the

Implementation Date.

ARTICLE 6
COURT SANCTION, CONDITIONS PRECEDENT AND IMPLEMENTATION

6.1 Application for a Final Order.

Aurcana shall apply for the Final Order on the date set for the hearing for the Final Order or such later date
as the Court may set.

6.2 Conditions Precedent.

The implementation of the Plan shall be conditional upon the fulfilment, satisfaction or waiver (in
accordance with Section 6.3) by the Aurcana Companies and/or the Lender of the following conditions precedent:

@) the Arrangement Agreement shall have been entered into and become effective, and shall not have
been terminated in accordance with its terms;

(b) the Lender shall have voted to approve the Arrangement consistent with its obligations under the
Support Agreement;
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the Plan shall have been approved by the Court in a form consistent with the Support Agreement
or otherwise acceptable to Aurcana and the Lender, each acting reasonably;

the Implementation Date shall have occurred no later than the Outside Date;

the Aurcana Companies shall have taken all necessary or desirable corporate actions and
proceedings in connection with this Plan;

no Applicable Law shall have been passed and become effective, the effect of which makes the
consummation of this Plan illegal or otherwise prohibited;

all required stakeholder, regulatory and Court approvals, consents, waivers and filings shall have
been obtained or made, as applicable, on terms satisfactory to the Aurcana Companies and the
Lender, each acting reasonably;

all documents necessary to give effect to all material provisions of the Plan shall have been
executed and/or delivered by all relevant Persons in form and substance satisfactory to Aurcana
and the Lenders;

there shall not be in effect any preliminary or final decision, order or decree by a Governmental
Entity, no application shall have been made to any Governmental Entity, and no action or
investigation shall have been announced, threatened or commenced by any Governmental Entity,
in consequence of or in connection with the Transaction that restrains, impedes or prohibits (or if
granted would reasonably be expected to restrain, impede or inhibit), the Transaction or any part
thereof or requires or purports to require a variation of the Transaction;

the Support Agreement shall not have been terminated in accordance with its terms;

the Aurcana Companies and the Lender shall each have complied with their obligations under the
Support Agreement;

all conditions set out in the Support Agreement, including the Term Sheet, shall have been
satisfied or waived by the applicable parties pursuant to the terms of the Support Agreement or
Term Sheet, as applicable;

Newco shall have entered into a joinder agreement to the Support Agreement;

Newco shall have assumed from the Remaining Aurcana Entities the contractual obligations and
the contractual rights of the Remaining Aurcana Entities relating to, arising from, or in connection
with La Negra that will be set out on a schedule to be agreed among Aurcana and Newco, and to
the extent that any contract counterparty’s consent for any such assumption and assignment is
required, such consent shall have been obtained, including to the extent that any such consent is
required to avoid triggering any change of control provision;

all matters set out in the Term Sheet under the headings Definitive Documents and Other
Approvals and Conditions shall have been completed:;

there shall have been no Material Adverse Change;
all Intercompany Claims shall either be transferred as may be directed by the Lender in writing in
advance of the Implementation Date, or shall be deemed satisfied in full, in either case as agreed

by the Lender and Aurcana, each acting reasonably;

Newco shall have purchased the Equipment on an “as is, where is” basis as it shall exist on the
Implementation Date, for the Purchase Price (excluding the $1,000,000 portion of the Purchase
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Price to be paid on April 30, 2016) that shall have been paid in accordance with the Term Sheet to
Aurcana ArrangeCo or Aurcana as Aurcana Arrangeco may direct;

(s) the Newco Consulting Agreements shall have been agreed to and entered into;

® Aurcana shall obtain, if not already obtained, and maintain in good standing directors’ and
officers’ insurance coverage for the Newco Consultants (or any replacements provided by Newco
pursuant to the terms and conditions agreed to by Newco and Aurcana) in respect of their
respective capacities for Aurcana, and will enter into, if not already entered into, and maintain
indemnification agreements with the Newco Consultants, in a form satisfactory to Aurcana and the
Lender, acting reasonably, in respect of their respective capacities for Aurcana;

(v) the Articles of Arrangement shall have been filed pursuant to Section 192 of the CBCA in form
and substances satisfactory to the Lender, acting reasonably; and

(v) the Director shall have issued the Certificate.
6.3 Waiver of Conditions.

Aurcana and the Lender may at any time and from time to time waive the fulfillment or satisfaction, in
whole or in part, of the conditions set out herein, to the extent and on such terms as such parties may agree to in
writing.

6.4 Implementation Provisions.
If the conditions contained in Section 6.2 are not satisfied or waived in accordance with Section 6.3 by the

Outside Date, unless the Aurcana Companies and the Lender agree in writing to extend such period, this Plan and
the Final Order shall cease to have any further force or effect and will not be binding on any Person.

ARTICLE 7
GENERAL
7.1 Binding Effect.
At the Effective Time:
@) the Plan will become effective;
(b) the treatment of (i) the Aurcana Companies, (ii) the Lender and (iii) Newco shall be final and

binding for all purposes and shall enure to the benefit of the Aurcana Companies, the Lender and
Newco, all Aurcana Released Parties, past and present directors or officers of the Aurcana
Companies, the Lender Released Parties and all other Persons and parties named or referred to
herein, affected hereby or subject to this Plan and their respective heirs, executors, administrators,
legal representatives, successors and assigns;

(c) all rights of the Aurcana Companies in and to the Mexican Subsidiary Shares shall have been
fully, finally and absolutely settled, and the Aurcana Companies shall have been absolutely
released and discharged of and from all Obligations arising under the Credit Agreement;

(d) the Lender shall be deemed to have consented and agreed to all of the provisions of this Plan in its
entirety;
(e) the Lender shall be deemed to have executed and delivered to the Aurcana Companies all

consents, releases, assignments and waivers, statutory or otherwise, required to implement and
carry out this Plan in its entirety; and
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j] all consents, releases, assignments and waivers, statutory or otherwise, required to implement and
carry out this Plan in its entirety shall be deemed to have been executed and delivered to the
Aurcana Companies.

7.2 Waiver of Defaults based on the Arrangement.

From and after the Effective Time, all Persons shall be deemed to have waived any and all defaults or
events of default of any member of the Aurcana Companies then existing or previously committed by any of them,
or caused by any of them, any of the provisions in this Plan or steps contemplated in this Plan, or non-compliance
with any covenant, warranty, representation, term, provision, condition or obligation, expressed or implied, in any
contract, instrument, credit document, lease, licence, guarantee, agreement for sale or other agreement, written or
oral, in each case relating to, arising out of, or in connection with any Support Agreement, the Arrangement, the
Arrangement Agreement, this Plan, the Transaction contemplated hereunder and any proceedings commenced with
respect to or in connection with this Plan, and any and all amendments or supplements thereto, and any and all
notices of default and demands for payment or any step or proceeding taken or commenced in connection therewith
under any of the foregoing shall be deemed to have been rescinded and of no further force or effect, provided that
nothing shall be deemed to excuse any member of the Aurcana Companies and their respective successors from
performing its obligations under this Plan.

7.3 Deeming Provisions.
In this Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.
7.4 Non-Consummation.

If the Implementation Date does not occur by the Outside Date, (a) this Plan shall be null and void in all
respects, and (b) nothing contained in this Plan, and no acts taken in preparation for consummation of this Plan, shall
(i) constitute or be deemed to constitute a waiver or release of any Claims by or against any of the Aurcana
Companies or their respective successors or any other Person; (ii) prejudice in any manner the rights of the Aurcana
Companies, their respective successors or any other Person in any further proceedings involving the Aurcana
Companies or their respective successors; or (iii) constitute an admission of any sort by the Aurcana Companies,
their respective successors or any other Person.

7.5 Amendment.

@ Subject to the prior consent of the Lender, the Aurcana Companies reserve the right, at any time and from
time to time, to amend, restate, modify and/or supplement this Plan, provided that any such amendment,
restatement, modification or supplement must be contained in a written document which is filed with the
Court and, to the extent that any such amendment substantively affects any Person other than the Lender,
approved by the Court.

2 Notwithstanding Section 7.5(1), any amendment, restatement, modification or supplement may be made by
the Aurcana Companies to this Plan at any time and from time to time with the consent of the Lender and
without requiring filing with, or approval of, the Court, provided that it concerns a matter which is of an
administrative nature and is required to better give effect to the implementation of this Plan and the Final
Order or to cure any errors, omissions or ambiguities.

3 Any amended, restated, modified or supplementary plan or plans of arrangement and reorganization filed
with the Court and, if required by this Section 7.5, approved by the Court with the prior consent of the
Lender, shall, for all purposes, be and be deemed to be a part of and incorporated in this Plan.

7.6 Severability of Plan Provisions.
If, prior to the Effective Time, any term or provision of this Plan is held by the Court to be invalid, void or

unenforceable, at the request of any member of the Aurcana Companies, made with the consent of the Lender, the
Court shall have the power to either (a) sever such term or provision from the balance of this Plan and provide the



174

-13 -

Aurcana Companies and the Lender with the option to proceed with the implementation of the balance of this Plan
as of and with effect from the Effective Time, or (b) alter and interpret such term or provision to make it valid or
enforceable to the maximum extent practicable, consistent with the original purpose of the term or provision held to
be invalid, void or unenforceable, and such term or provision shall then be applicable as altered or interpreted,
provided that the Lender has approved such alteration or interpretation. Notwithstanding any such holding, alteration
or interpretation, and provided that this Plan is implemented, the remainder of the terms and provisions of this Plan
shall remain in full force and effect and shall in no way be affected, impaired or invalidated by such holding,
alteration or interpretation.

7.7 Paramountcy.

From and after the Implementation Date, any conflict between this Plan and the covenants, warranties,
representations, terms, conditions, provisions or obligations, expressed or implied, of any contract, mortgage,
security agreement, indenture, trust indenture, loan agreement, commitment letter, by-laws or other agreement,
written or oral, and any and all amendments or supplements thereto existing between the Lender and any of the
Aurcana Companies as at the Implementation Date shall be deemed to be governed by the terms, conditions and
provisions of this Plan and the Final Order, which shall take precedence and priority.

7.8 Notices.

Any notices or communications to be made or given hereunder shall be in writing and shall reflect this Plan
and may, subject as hereinafter provided, be made or given by the Person making or giving it or by any agent of
such Person authorized for that purpose by personal delivery, ordinary mail, email or by facsimile addressed to the
respective parties as follows:

0] if to any member of the Aurcana Companies:

Aurcana Corporation

1090 West Georgia Street, Suite 250
Vancouver, BC V6E 3V7

Canada

Attention: Chief Executive Officer
Facsimile No.:  604.633.9179

with a required copy (which shall not be deemed notice) to:
Goodmans LLP

333 Bay Street, Suite 3400
Toronto, ON M5H 2S7

Canada
Attention: Robert J. Chadwick / Brendan O’Neill
Email: rchadwick@goodmans.ca / boneill@goodmans.ca

Facsimile No.:  416.979.1234
(i) if to Orion or to Newco:

Orion Mine Finance (Master) Fund I LP
c/o MUFG Fund Services Limited

26 Burnaby Street, Hamilton

HM 11

Bermuda



175

-14 -
with a required copy (which shall not be deemed notice) to:
Orion Resource Partners

1211 Avenue of the Americas
New York, NY 10036

US.A

Attention: Limor Nissan, Chief Operating Officer and General Counsel
Email: Inissan@orionresourcepartners.com

and to:

Norton Rose Fulbright Canada LLP
Royal Bank Plaza, South Tower

200 Bay Street, Suite 3800, P.O. Box 84
Toronto, ON M5J 274

Canada
Attention: Geoffrey Gilbert / Evan Cobb
Email: geoffrey.gilbert@nortonrosefulbright.com/

evan.cobb@nortonrosefulbright.com

or to such other address as any party may from time to time notify the others in accordance with this Section 7.8.
Any such communication so given or made shall be deemed to have been given or made and to have been received
on the day of delivery if delivered, or on the day of faxing or emailing, provided that such day in either event is a
Business Day and the communication is so delivered, faxed, emailed or sent before 5:00 p.m. on such day.
Otherwise, such communication shall be deemed to have been given and made and to have been received on the
next following Business Day.

7.9 Further Assurances.

Notwithstanding that the Transaction shall occur and be deemed to occur in the order set out herein without
any other additional act or formality, each of the Persons named or referred to herein, affected hereby or subject to,
this Plan shall make, do and execute, or cause to be made, done and executed all such further acts, deeds,
agreements, transfers, assurances, instruments or documents as may reasonably be required to accomplish the
purpose of the Plan or to assure other parties the benefits of this Plan.

6505892
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THIS IS EXHIBIT “J”
TO THE AFFIDAVIT OF KEVIN DROVER
SWORN BEFORE ME ON OCTOBER 30, 2015

J. MORGAN HAY
AXIUM LAW CORPORATION
Basrister and Sollclsor
Suite 910 - 800 West Ponder Street
Vascouver, BC V6C 2Vé
Phone: 604-685-6100 Faxs 604-692-4900
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NOTICE TO READER

The accompanying unaudited condensed interim consolidated financial statements of the Company for the
three and six months ended June 30, 2015 have been prepared by and are the responsibility of management in
accordance with International Financial Reporting Standards applicable to unaudited condensed interim
consolidated financial reporting.

The Company’s independent auditor has not audited or performed a review of these financial statements, in
accordance with standards established by the Chartered Professional Accountants of Canada for a review of
unaudited consolidated condensed interim financial statements by an entity’s auditor.
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Aurcana Corporation
Condensed Interim Consolidated Statements of Financial Position
{(Unaudited and expressed in United States dollars)

June 30 December 31
Notes 2015 2014
Assets
Current assets
Cash and cash equivalents 13 $ 292,217 $ 1,606,762
Trade and other receivables 3 2,788,562 4,691,317
Inventories 4 -+ 2,144,771 2,255,986
Insurance proceeds receivable 12 - 4,000,000
Prepaid expenses and advances 552,335 514,180
Prepaid income tax 1,163,633 1,230,803
Assets held for sale 287,174 495,284
7,228,692 14,794,332
Non Current assets
Non-current prepaid expenses 446,032 598,554
Property, plant and equipment 5 61,035,917 62,087,730
Mineral Properties 6 17,205,449 17,329,176
Deferred tax asset 2,565,278 2,779,702
S 88,481,368 $ 97,589,494
Liabilities
Current liabilities
Accounts payable and accrued liabilities 7 $ 12,754,428 $ 12,873,431
Settlement claim payable 12 - 4,000,000
Current portion of long-term debt 103,691 340,445
Current portion of borrowings 8 14,494,602 9,128,477
27,352,721 26,342,353
Non Current liabilities
Borrowings 8 19,156,013 23,510,079
Derivative liability 9 2,627,929 2,690,031
Deferred tax liability 5,696,371 6,818,737
Provision for environmental rehabilitation 1,908,187 1,946,338
56,741,221 61,322,351
Equity 10
Share capital 181,814,354 181,814,354
Contributed surplus 34,260,229 34,256,203
Accumulated other comprehensive income {loss) 873,157 (471,711)
Deficit (185,238,806) (179,368,164)
Total equity attributable to equity holders of the parent 31,708,934 36,230,682
Non-controlling interest 31,213 36,461
Total equity 31,740,147 36,267,143
‘ $ 88,481,368 $ 97,589,494
Nature of Operations and Going concern (Note 1)
Commitments and contingencies (Note 12)
See accompanying notes to these condensed interim consolidated financial statements.
Approved on behalf of the Board of Directors:
“Robert J. Tweedy” “Adrian Aguirre”

Director Director
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Aurcana Corporation
Condensed Interim Consolidated Statements of Comprehensive Loss
(Expressed in United States dollars, unless otherwise stated)

Three months ended June 30, Six months ended June 30,
Notes 2015 2014 2015 2014
Revenues

Mining operations 15 S 7,360,294 S 9,241,156 S 15,397,811 S 22,286,936

Cost of sales 6,672,942 9,701,942 13,568,173 18,465,857

Depreciation, depletion and amortization 1,262,450 922,043 2,573,037 1,843,208
Costs of sales 16 7,935,392 10,623,985 16,141,210 20,309,065
{Loss) from mine operations (575,098) (1,382,829) (743,399) 1,977,871
Other items

General and administrative costs 17 719,687 782,257 1,328,121 1,525,504

Financing expense and others 18 1,297,639 1,634,984 2,426,958 4,382,357

Stock-based compensation 10 - 91,249 4,026 220,011

Shafter mine care & maintenance costs 68,556 123,418 492,368 1,032,900

Foreign exchange loss 105,364 (502,629) 1,780,975 1,787,562

Loan and offtake agreement restructure loss and related

costs 8,9 20,120 5,592,399 20,120 5,592,399

Change in fair value of derivatives 9 (47,332) (943,697) (62,102) (949,721)

Severance payments 87,893 - 111,813 -

Loss on sale of equipment - - 9,898 -

Other expenses (income) 9,040 4,850 62,953 57,729

2,260,967 6,782,831 6,175,130 13,649,141
(Loss) before income taxes (2,836,065) (8,165,660) (6,918,529) (11,671,270)
Current income tax expense 42,754 (231,605) 61,883 603,678
Deferred income tax (benefit) {1,104,522) {494,518) {1,104,522) {338,799)
Net (loss) for the period S (1,774,297) S (7,439,537) $  (5,875,890) $ (11,936,149)
Items of other comprehensive income

Items of other comprehensive income that may be

reclassified subsequently to net income (loss):

Currency translation adjustment 18,798 (91,359) 1,344,868 1,757,490
Comprehensive (loss) for the period $  (1,755,499) S (7,530,896) S (4,531,022) S (10,178,659)
Total net income (loss) attributable to:

Non-controlling interest (2,303) (2,502) (5,248) (657)

Equity holders of the Company (1,771,994) (7,437,035) (5,870,642) (11,935,492)

$  (1,774,297) S (7,439,537) s  (5,875,890) S (11,936,149)
Total comprehensive income (loss) attributable to:
Non-controlling interest (2,303) (2,502) (5,248) (657)
Equity holders of the Company (1,753,196) (7,528,394) (4,525,774) (10,178,002)
$  (1,755,499) S (7,530,896) S (4,531,022) S (10,178,659)
Weighted average number of shares — basic 84,644,973 58,409,564 84,644,973 58,412,564
Weighted average number of shares — difuted 84,644,973 58,409,564 84,644,973 58,412,564
Net (loss) per share — basic & diluted
Basic S (0.02) $ (0.13) S (0.07) $ (0.20)
Diluted $ (0.02) $ (0.13) S (0.07) $ (0.20)

See accompanying notes to these condensed interim consolidated financial statements.

4| Page



181

Aurcana Corporation

Condensed Interim Consolidated Statements of Changes in Equity

(Expressed in United States dollars, unless otherwise stated)

Accumulated Total Equity
Other Attributable to Non-
Share Capital Contributed Comprehensive Shareholders of controlling Total

# S Surplus Income (Loss) Deficit the Company Interest Equity
Balance, December 31, 2013 58,412,564 $ 168,678,333 $ 32,329,060 (1,295,529) (158,354,262) $ 41,357,602 S 45,484 S 41,403,086
Currency translation adjustment - - - 1,757,450 - 1,757,490 1,757,490
Net (loss) for the Period - - - (11,935,492) (11,935,492) (657) (11,936,149)
Shares issued for: -
Debt Restructuring 16,499,501 10,333,333 - - - 10,333,333 - 10,333,333
Private Placement 9,732,908 3,497,859 1,367,036 - - 4,864,895 - 4,864,895
Share Issue Costs - (336,290) - - - (336,290) - (336,290)
Stock-based compensation - - 220,011 - - 220,011 - 220,011
Balance, june 30, 2014 84,644,973 182,173,235 33,916,107 461,961 (170,289,754) 46,261,549 44,827 46,306,376
Currency translation adjustment - - - (933,672) - (933,672) - (933,672)
Net (loss) for the period - - - - (9,078,410) (9,078,410) (8,366) (9,086,776)
Shares issued for:
Debt Restructuring - - - - - - - -
Private Placement - 28,085 140,241 - - 168,326 - 168,326
Share Issue Costs - (386,966) 324,145 - - (62,821) - (62,821)
Stock-based compensation - - (124,290) - - (124,2390) - (124,290)
Balance, December 31,2014 84,644,973 181,814,354 34,256,203 (471,711)  (179,368,164) 36,230,682 36,461 36,267,143
Currency translation adjustment - - - 1,344,868 - 1,344,868 - 1,344,868
Net (loss) for the period - - - - (5,870,642) (5,870,642) (5,248) (5,875,890)
Stock-based compensation - - 4,026 - - 4,026 - 4,026
Balance, June 30, 2015 84,644,973 S 181,814,354 $ 34,260,229 $ 873,157 $ (185,238,806) $ 31,708,934 $ 31,213 $ 31,740,147

See accompanying notes to these condensed interim consolidated financial statements.
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Aurcana Corporation
Condensed Interim Consolidated Statements of Cash Flows
(Expressed in United States dollars, unless otherwise stated)

Six months ended June 30,

2015 2014
Cash flows from operating activities
Net (loss) for the period S (5,875,890) S (11,936,149)
ltems not involving cash:
Depreciation, depletion and amortization 2,575,458 1,843,209
Financing expense and other 2,360,446 4,382,357
Loss on sale of equipment 9,898 -
Amortization of insurance lease operating 145,649 -
Stock-based compensation 4,026 220,011
Unrealized foreign exchange loss 1,985,660 1,674,262
Change in fair value of derivatives (62,102) (949,721)
Cost of Orion loan restructure and offtake agreement
cancellation - 5,066,159
Deferred Income Tax expense (1,104,522) (338,799)
Operating Cash Flow before movements in working capital
items 38,623 (38,671)
Net change to non-cash working capital balances
Trade and other receivables 1,902,755 (2,195,781)
Inventories 111,215 1,126,935
Prepaid expenses and advances o o (31,282) (89,610)
Accounts payable and accrued liabilities 40,425 (508,115)
Cash provided by operating activities 2,061,736 (1,705,242)
Cash flows from investing activities
Proceeds from the sale of equipment 11,547 986,119
Purchase of property, plant and equipment (1,945,588) (4,482,139)
Cash used in investing activities (1,934,041) (3,496,020)
Cash flows from financing activities
Share capital issued {private placement), net of share issue costs - 4,528,605
Financing cost and interest (1,177,849) (1,729,062)
Payments on borrowings - (10,333,333)
Payments on capital equipment contracts (251,567) (4,075,741)
Cash provided by financing activities ' (1,429,416) (11,609,531)
Decrease in cash and cash equivalents (1,301,721) (16,810,793)
Effect of exchange rate changes on cash (12,824) (26,107)
Cash and cash equivalents, beginning of the period 1,606,762 20,277,510
Cash and cash equivalents, end of the period S 292,217 S 3,440,610

Supplemental Cash Flow information (Note 13)

See accompanying notes to these condensed interim consolidated financial statements.




183

AURCANA CORPORATION
Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

1. Nature of Operations and going concern

Aurcana Corporation (the “Company” or “Aurcana”) was originally incorporated in Canada under the laws of
Ontario in 1917 and on September 14, 1998 was continued under the Canada Business Corporations Act
(“CBCA”). The Company is currently engaged in the production and sale of silver, copper, lead and zinc
concentrates and the exploration, development and operation of natural resource properties. The
Company’s principal operating unit is the La Negra mine, located in Queretaro State, Mexico and the
Company’s main development property is the Shafter silver property (“Shafter”), located in Presidio County,
S.W. Texas.

The Company’s shares are listed on the TSX Venture Exchange and the head office, principal address, and
registered office is located at Suite 250-1090 West Georgia Street, Vancouver, B.C., V6E 3V7, Canada. These
consolidated:financial statements have been prepared in accordance with generally accepted accounting
principles applicable to a going concern which contemplates the realization of assets and the satisfaction of
liabilities and. .commitments in the normal course of business operations. Liquidity risk is the risk that the
Company will not be able to meet its financial obligations as they become due,

These condensed interim consolidated financial statements have been prepared on the basis that the
Company will continue as a going concern, which assumes that the Company will be able to meet its
commitments, continue operations and realize its assets and discharge its liabilities in the normal course
of business. The Company operates in a cyclical industry where levels of cash flow have historically been
correlated to market prices for commodities. Several adverse conditions and material uncertainties,
including low metal prices, cast significant doubt upon the going concern assumption. The Company had
cash and cash equivalents of $0.3 million, a consolidated working capital deficit of $20.1 million,
consolidated deficit of $185.2 million and losses of $5.9 million as at and for the six months ended June 30,
2015.

The Company anticipates that silver and base metals prices will remain under pressure through 2015,
which will continue to impact the Company’s margins and liguidity. To improve its short-term liquidity,
the Company’s principal lender permitted the Company to make interest only payments and defer until
August 2015, payments on the principal amount owed from January to July 2015 under its current debt
facility agreement. The Company is engaged in discussions with its principal lender to restructure its
current debt In order to address ongoing liquidity concerns, while continuing to be focused on minimizing
uncommitted capital expenditures and preserving the Company’s growth options. If it does not do so, or if
it fails to secure additional capital or otherwise restructure or refinance its business in order to address its
cash requirements through June 30, 2016, then the Company is unlikely to have sufficient capital
resources or cash flows from mining operations to be able to satisfy its ongoing obligations and future
contractual commitments. As a result, the Company may not be able to continue as a going concern.

If for any reason, the Company is unable to secure the additional sources of finahcing and continue as a

going concern, then this could result in adjustments to the amounts and classifications of assets and
liabilities in the Company’s consolidated financial statements and such adjustments could be material.

7|Page
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AURCANA CORPORATION
Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

2. Basis of Preparation

These interim financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”)
applicable to the preparation of interim financial statements, including 1AS 34, Interim Financial
Reporting. These interim financial statements do not include all the information required for a complete
set of IFRS statements. However, selected notes are included to explain events and transactions that are
significant to an understanding of the changes in the Company’s financial position and performance since
the last annual consolidated financial statements as at and for the year ended December 31, 2014.

These financial statements were approved for issue by the Board of Directors on August 11, 2015.

Use of Estimates and Judgments

Information about judgments and estimates in applying accounting policies that have the most significant
effect on the amounts recognized in the Company’s consolidated financial statements are included in

Note 3 to the Company’s December 31, 2014 consolidated annual financial statements. There were no
significant changes to the significant accounting judgments and estimates from Décember 31, 2014.

3. Trade and Other Receivables

June 30 December 31
2015 2014

Trade receiva‘bﬁles ‘ - $ ‘ 2,1‘17,‘164 $ 1,929,817
Equipment sales receivable 542,184 2,680,279
Other receivables 129,214 81,221

S 2,788,562 S 4,691,317

4. Inventories

June 30 December 31

2015 2014

Supplies inventory $ 2,122,092 $ 1,995,136
Stockpile inventory 17,668 76,345
Concentrates and in-process inventory 5,011 184,505
) 2,144,771 S 2,255,986

Cost of sales includes change in finished goods inventory for the six months ended June 30, 2015 of
$230,547 (Year ended December 31, 2014: $2,946,543).

Cost of inventories recognized as expense in cost of sales for the six months ended June 30, 2015 totalled
$16,141,209 (Year ended December 2014: $40,291,539).
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AURCANA CORPORATION 185
Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

5. Property, Plant and Equipment

o A Mine Development . Computer Assets Under
Buildings Plant and Equipment Vehicles R Other i Total
Cost Equipment Construction
Balance at December 31, 2013 6,015,037 44,886,873 28,730,411 724,167 523,741 846,523 547,651 82,274,403
Additions - 4,285,857 4,082,477 16,944 10,364 - 501,657 8,897,299
Reclassification (2,953,951) 2,936,507 - 17,444 - - ' - -
Reclassification to assets held for sale - (5,200,000) - - - - - (5,200,000)
Disposals - (7,142,134) - (97,400) - - - (7,239,534)
Write-down of property, plant and
equipment - (600,000) - - - (479,838) - (1,079,838)
Balance at December 31, 2014 3,061,086 39,167,103 32,312,888 661,155 534,105 366,685 1,049,308 77,652,330
Additions - 135,715 921,565 8,950 - - 147,023 1,213,253
Reclassification 36,613 - - ‘ - - - (36,613) -
Reclassification from assets held for sale :
- 198,212 - - - - - 198,212

Disposals - - - (11,547) - - - (11,547)
Balance at June 30, 2015 S 3,097,699 S 39,501,030 S . 33,734453 S 658,558 S 534,105 S 366,685 S 1,159,718 S 79,052,248
Accumulated depreciation
Balance at December 31, 2013 202,846 10,656,087 514,127 403,632 437,920 94,275 - 12,308,887
Reclassification (30,268) 30,268 - - T ’ - . - -
Charge for the year 132,981 3,209,591 134,242 110,072 51,611 34,670 - 3,673,167
Disposals ) - (417,454) - - - - - (417,454)
Balance at December 31, 2014 305,559 13,478,492 648369 513,704 489531 128,945 - 15,564,600
Charge for the period 125,476 2,185,678 88,189 33,700 ‘9,355 15,280 - 2,457,678
Disposals - - - (5,947) - - - (5,947)
Balance at June 30, 2015 S 431,035 S 15,664,170 S 736,558 S 541457 S 498,886 S 144,225 S. : - S 18,016,331
Net book value
Balance at December 31, 2013 S 5812,191 $ 34,230,786 S 28,216,284 S 320535 $ 85,821 S 752,248 $ 547651 $ 69,965,516
Balance at December 31, 2014 S 2,755,527 S 25,688,611 S 32,164,519 S 147,451 S 44,574 S 237,740 S 1,049,308 S 62,087,730
Balance at June 30, 2015 S 2,666,664 S 23,836,860 S 32,997,895 $ 117,101 § 35219 S 222,460 S 1,159,718 S 61,035,917

*Mining and plant equipment and assets under construction, which are not in production, are not subject to amortization.
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AURCANA CORPORATION

Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

6. Mineral Properties

Property taxes
Salaries, payroll deductions and employee benefits
Employees’ statutory profit sharing
Mine suppliers - operating

Mine suppliers - capital

Balance at December 31, 2013
Impairment of mining interests

Balance at December 31, 2014
Expenditures

Balance at June 30, 2015

Accumulated depletion
Balance at December 31, 2013
Charge for the year

Balance at December 31, 2014
Charge for the period

Balance at June 30, 2015

Net book value
Balance at December 31, 2013

Balance at December 31, 2014
Balance at June 30, 2015

Accounts Payable and Accrued Liabilities
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LaNegra,  Shafter, Texas,
Mexico, USA, in Care &

Producing Mine Maintenance Total
S 12,717,017 S 15,500,000 S 28,217,017
(1,500,000) (1,500,000)
12,717,017 14,000,000 26,717,017
S 12,717,017 S 14,000,000 S 26,717,017
S 9,166,476 S - S 9,166,476
221,365 - 221,365
9,387,841 - 9,387,841
123,727 - 123,727
S 9,511,568 S - S 9,511,568
S 3,550,541 S 15,500,000 S 19,050,541
3,329,176 S 14,000,000 17,329,176
3,205,449 S 14,000,000 17,205,449

Mineral properties subject to depreciation on the basis of unit of production method will not have
depreciation when there is no production.

June 30 December 31

2015 2014

S 614,236 S 588,659
1,611,962 1,390,934
33,982 39,096
5,124,900 4,850,236
648,433 1,292,079
4,720,915 4,712,427

S 12,754,428 S 12,873,431
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AURCANA CORPORATION
Notes to the Condensed Interim Consolidated Financial Statements

(Expressed in United States dollars, unless otherwise stated)

8. Borrowings

Interest on the Company’s debt facility agreement accrues at a rate equal to LIBOR (subject to a minimum
of 1%) plus 5.5% per annum. The loan is to be repaid in equal monthly instaliments with the last payment
due in April 2018. Early prepayment may occur at any time without charges. '

Aurcana entered into offtake agreements with its principal lender in respect of 100% of the copper, zinc
and lead concentrates produced at its La Negra mine for the period from January 1, 2017 to December 31,
2021 {concentrates also have silver content). The Company agreed to sell the concentrates at the prices
selected by the principal lender as an average day spot price for any one of the 10 days following the

delivery.

The Company’s principal lender permitted the Company to make interest only payments and defer until
August 2015, payments on the principal amount owed from January to July 2015 under the current debt
facility agreement. The Company is engaged in discussions with its principal lender to restructure its
current debt In order to address ongoing liquidity concerns.

Accretion of $0.5 million has been recognized for the quarter ended June 30, 2015.

June 30 December 31

2015 - 2014

Fair value of amended loan $ 32,638,556 S 35,538,573

Accretion 1,012,059 1,484,763

Repayments - (4,384,780)

Total Borrowings $ 33,650,615 S 32,638,556

Schedule of principal repayments is as follows:

h ’ ‘ June 30
2015
2015 10,872,455
2016 10,872,455
2017 10,872,455
2018 3,624,151

$ 36,241,516
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AURCANA CORPORATION
Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

8. Borrowings (continued)

Carrying amounts and fair value of the current and non-current borrowings are as follows:

Carrying amount Fair value
D 1
June 30, 2015 ecember 31, June 30, December 31,
2014 2015 2014
Orion Loan 33,650,615 32,638,556 31,929,135 31,836,912
Derivatives (note 9) 2,627,929 2,690,031 2,627,929 2,690,031
Total : 36,278,544 35,328,587 34,557,064 34,526,943

These financial instruments are classified under level 3 hierarchy, as they are not based on observable
market data.

9. Derivatives

The Company’s debt facility agreement includes offtake agreements with the lender that contain
derivatives.

Valuation methodoldgy

The floor option derivative was valued upon initial measurement and subsequent periods using the
Bloomberg swap valuation template. The prepayment option derivative was valued upon initial
measurement and subsequent periods using a methodology, which is based on Monte-Carlo simulation.
The default intensities of the Company are generated using a square root diffusion process. Monte Carlo
simulation is a technique that relies on random sampling and is often used when there is no analytic or
exact solution to the valuation. Key inputs used by the Company in its valuation include: the USD
discount curve and the USD 1 month forward curve.

The offtake agreement derivative was decomposed into the sum of cash flows which depends on silver,
copper, zinc and lead prices. Future metals prices were estimated using consensus analyst forecasts of
top tier financial institutions. Key inputs used by the Company include: the USD risk free rate, historical
silver, copper, zinc and lead prices and the Company’s standard discount to spot price.

Valuation assumptions

The Company’s credit spread as of the inception date of the Original Loan of September 19, 2013 was
calibrated by setting the fair value of the credit facility and the silver agreement equal to total proceeds
of transaction, resulting in a credit spread of 31.33% as at the inception date (“the calibrated spread”) of
the Original Loan and Original Offtake. The spread as at April 30, 2014 and December 31, 2014 is based
on the market borrowing interest rate for the Company of 15.4%.
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Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

9. Derivatives (continued)

Sensitivity of the derivatives valuation to changes in the assumptions
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5% decrease in credit | 5% increase in credit
spread spread
Increase/(decrease) in fair value at June
30,2015 $34,934 ($34,136)
The fair value of the derivatives as at June 30, 2015 is as follows:
Derivative liability under the Amended Loan and New $3,944,891
Offtake agreement at April 30, 2014
Change in fair value as a result of loan modification 631,771
Change in fair value (1,886,631)
Derivative liability — December 31, 2014 $2,690,031
Change in fair value (62,102)
Derivative liability — June 30, 2015 $2,627,929

10. Equity

Authorized - An unlimited number of common shares with no par value.

Stock options

On August 25, 2014 the TSX Venture Exchange approved an amendment to the Company’s Stock Option
Plan (the “Plan”), which is a fixed plan, to increase the maximum number of shares reserved for issuance
to directors, officers, employees and consultants of the Company under the Plan to 8,379,852 common
shares. The exercise price, term and vesting period of each option are determined by the board of
directors within regulatory guidelines and the terms of the Plan. The maximum number of common
shares reserved for issuance remains less than 10% of the total issued and outstanding common shares

of the Company.

Stock options

Balance, December 31, 2013
Expired

Forfeited

Balance, June 30, 2014
Expired

Forfeited

Balance, December 31, 2014
Expired

Balance, June 30, 2015

 Number of
Common Share
Purchase Options

Weighted Average
Exercise Price per
Share (5CDN)

3,459,374 5.89
(120,311) 7.29
(10,938) 8.16
3,328,125 5.82
(893,750) 491
(18,750) 6.32
2,415,625 6.23
(1,031,250) 6.22
1,384,375 6.24
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Notes to the Condensed Interim Consolidated Financial Statements
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10. Equity (continued)

Exercise Price

Outstanding Vested (SCDN) Expiry Date
43,750 43750 $ 4.88 January 14, 2016
415,625 415,625 $ 6.08 February 22, 2016
9,375 9,375 § 6.08 May 4, 2016
487,500 487,500 S 5.52 May 30, 2016
18,750 18,750 S 5.60 December 5, 2016
240,625 240,625 S 8.16 June 11, 2017
12,500 12,500 $ 7.76 December 6, 2017
156,250 ’ 156,250 §$ 6.32 February 28, 2018
1,384,375 1,384,375 S 6.24

Stock based compensation

For the period ended June 30, 2015, the stock-based compensation expense was $4,026 (2014:
$220,011).

Warrants
As at June 30, 2015, details of outstanding common share purchase warrants are as follows:

Number of Common

Share Purchase Exercise Price
Warrants (CDN) Expiry Date
532,908 $0.55 June 20, 2016
9,732,908 $0.80 June 20, 2017
10,265,816
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Notes to the Condensed Interim Consolidated Financial Statements

(Expressed in United States dollars, unless otherwise stated)

11. Related Party Transactions

Except as noted elsewhere in these consolidated financial statements, the Company conducted the
following related party transactions:

a) Trading transactions

The Company’s related parties consist of companies owned by executive officers and directors and
payments to these parties are as follows:

June 30 June 30

Note 2015 2014

Technical and consulting fees (i) S 19,329 S 25,620
Management fees (ii) - 210,553
Consulting fees 3 19,329 3 236,173

i) To a company controlied by a director of the Company.
ii) Toa company controlled by the former President and CEO for management services performed.

b) Compensation of key management personnel

June 30 June 30

Note 2015 2014

" Consulting fees (as above) S 19,329 S 236,173
Directors' fees 106,056 86,433
Officer salaries (iii) 242,876 153,477
Stock-based compensation 4,026 220,011
S 372,287 S 696,094

iii) Includes the salaries of the President and CEO, and CFO of the Company for the six months
ended June 30, 2015. :

c) Transactions with principal lender:

June 30 June 30

‘ 2015 2014
Repayment of loan principal $ - $ 5,833,333
Payment of interest 1,177,849 1,218,750
Loss on offtake agreement cancelation - 4,500,000
S 1,177,849 S 11,552,083
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Notes to the Conde’nsed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

12. Commitments and contingencies

Supply agreements )

In March 2011, the Company signed a contract with Metagri S.A. de C.V. {"Metagri”) (a subsidiary of
Glencore) whereby Metagri agreed to purchase 100% of the lead concentrate to be produced at the La
Negra mine until the end of 2013. During 2013, the agreement with Metagri was extended to 2016 and
amended to include all lead, copper and zinc concentrates.

On April 29, 2014, Aurcana entered into new offtake agreements with its principal lender in respect of
copper, zinc and lead concentrate produced at its La Negra mine for the period from January 1, 2017 to
December 31, 2020. In order to improve Aurcana’s liquidity in the short term, the principal lender agreed
to waive principal and interest payments on the Amended Loan for July 31st, August 31st, and September
30th 2014, amounting to approximately $3.1 million. This amount was amortized over the remainder of
the foan period commencing October 2014. In return, the Company extended the new offtake agreements
by one year to 2021.

In January 2015, the Company signed a contract with Mercuria S.A. de C.V. whereby Mercuria agreed to
purchase 100% of the copper concentrate to be produced at the La Negra mine during 2015. The Company
was granted permission by Metragri to sell the copper concentrate to Mercuria during 2015.

Shafter equipment operating lease

On December 1, 2013 the Company signed an operating lease agreement for mining equipment for
Shafter in the amount of $1,227,024 with a term of 30 months and equal payments of $44,467. During
the quarter ended March 31, 2015, the Company signed an early lease termination agreement with the
lessor. Under the terms of the agreement, the Company paid $100,000 to the lessor and will make 15
monthly payments of $10,000 each with the first payment due April 1, 2015. The outstanding balance as
at June 30, 2015 was $120,000.

La Negra equipment operating lease

in December, 2014, the Company entered into an operating lease agreement with a third party for
equipment to be used at the La Negra Mine with a total value of $2.5 million. The lease terms call for
equal monthly payments over a 36 month term.

Property Taxes

included in accounts payable is $0.6 million in property taxes owed on the Shafter property for 2013 and
2014. Subsequent to the quarter ended June 30, 2015, the Company and state officials agreed on a
payment plan to settle the outstanding balance through 24 equal monthly payments of $28,000
commencing July 30, 2015. ’
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(Expressed in United States dollars, unless otherwise stated)
12. ~ Commitments and contingencies (continued)

Class action
In February 2015, the Company entered into an agreement (the “Settlement Agreement”}) to settle the

class action litigation commenced by Nunzio Cardillo and John Witiluk in the Ontario Superior Court of
Justice (the “Action”) against the Company and two former executives of the Company (the
“Settlement”). The Settlement provides for the full and final settlement, release and dismissal of all
claims brought under the Action. The Settlement was subject to a number of customary conditions,
including the receipt of court approval of the Settlement, which approval was received on April 10,

2015. .

Under the terms of the Settlement, the Company agreed to pay an aggregate of $4,000,000 (the
”Settlement.‘gmount"), which amount, net of legal fees and other costs, will be divided among members
of the plaintiff class on a pro rata basis. The Settlement Amount was fully funded by insurance

maintained by the Company.

The Company elected to enter into the Settlement in order to avoid the expense, burden and
inconvenience associated with the continuance of the Action. The Settlement does not constitute an
admission by the Company of any violation of law or other wrongdoing.

A schedule of commitments due by period is as follows ($000s):

Total 2015 2016 2017 2018 2019

S S S $ S S

Operating leases $1,975 $395 $790 $790 S Nil $ Nil
Rent 297 54 108 108 27 Nil
Total $2,272 $449 $898 $898 $27 S Nil

Claims by the Company

The Company commenced a claim against a third party with regards to previous royalty charges against
the Company’s mining operations. The Company asserts that it is not responsible for these amounts and
has not made any related payments for 2013 and 2014, An amount payable of $3.2 million, not-inclusive
of interest, is included in accounts payable and accrued liabilities to reflect the amount owing for 2013
and 2014 should the Company not be successful in its claim. No amounts have been recognized or

accrued for the six months ended June 30, 2015.
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13. Supplemental Cash Flow Information

Cash and cash equivalents of the Company are comprised of bank balances and short-term investments,
which are convertible to cash, with an initial term of 90 days or less as follows:

June 30 December 31

2015 2014

Cash S 288,482 $ 1,602,720
Short-term investments v 3,735 4,042
Cash and cash equivalents S 292,217 S 1,606,762

Supplemental disclosures of cash flow information for the year ended:

June 30 December 31

2015 2014

Cash interest paid S 1,244,361 S, 3,219,236
Amounts receivable for equipment sold 542,184 2,680,279

The short-term investments were made on an overnight basis and at rates from 0.2% to 1.1% per
annum.

Non-cash investing and financing activities are as follows:

June 30 December 31
2015 2014
Decrease in accounts payable related to construction
in progress and equipment suppliers
$ (643,646) $  (220,102)

18| fage



195

AURCANA CORPORATION
Notes to the Condensed Interim Consolidated Financial Statements
(Expressed in United States dollars, unless otherwise stated)

14. Segmented Information

The reportable operating segments have been identified as the La Negra mine, the Shafter Property and
Corporate and other segments. The Company manages its business, including the allocation of resources
and assessment of performance, on a project by project basis, except where the Cbmpany’s projects are
substantially connected and share resources and administrative functions.

Corporate and other

June 30, 2015 La Negra Shafter segments Total
Sales to external customers $ 15,397,811 § . -8 ' - § 15,397,811
Mining operating expenses 12,741,729 - - 12,741,729
Freight and delivery 826,444 - : - 826,444
Depreciation and amortization 2,449,310 - 2,449,310
Depletion of mineral properties 123,727 - - 123,727
Earnings (loss) from mine operations (743,399) - - (743,399)
Shafter mine Care & Maintenance cost - 492,368 - 492,368
G&A expenses and other (income) expense 150,756 163,696 5,368,310 5,682,762
Intersegment charges (recovery) 2,298,004 - (2,298,004) -
income (loss) before income taxes (3,192,159) (656,064) (3,070,306) (6,918,529)
Income tax expense (recovery) (1,104,522) 1,321 60,562 (1,042,639)
Net income (loss) for the period (2,087,637) (657,385) (3,130,868) (5,875,890)
Property, plant and equipment 49,376,364 11,629,721 29,833 61,035,918
Mineral properties 3,205,449 14,000,000 - 17,205,449
Total capital assets 52,581,813 25,629,721 29,833 78,241,367
Total assets 59,720,293 25,931,035 2,830,040 88,481,368
Total liabilities 19,146,403 1,338,483 36,256,335 56,741,221

Corporate and other

June 30, 2014 La Negra Shafter segments Total
Sales to external customers $ 22,286,936 S - S A - $ 22,286,936
Mining operating expenses 16,782,020 - - 16,782,020
Royalties 612,581 - - 612,581
Freight and delivery 1,071,256 - - 1,071,256
Depreciation and amortization 1,804,553 - 1,804,553
Depletion of mineral properties 38,655 - - 38,655
Gross income 1,977,871 - - 1,977,871
Shafter production delay and other costs Co- 1,032,900 - 1,032,900
General and administrative expenses 444,374 135,943 12,035,924 12,616,241
Intersegment charges (recovery) 2,182,586 - (2,182,986) -
Income (loss) before income taxes (649,489) (1,168,843) (9,852,938) (11,671,270)
Income tax expense 204,646 - 60,233 264,879
Net income (loss) for the year - (854,135) (1,168,843) (9,913,171) (11,936,149)
Property, plant and equipment 56,143,734 12,628,947 39,466 68,812,147
Mineral properties 3,511,885 15,500,000 - 15,011,885
Total capital assets 59,655,619 28,128,947 39,466 87,824,032
Total assets 69,008,058 34,246,078 8,759,874 112,014,010
Total liabilities 22,858,863 3,009,564 39,839,207 65,707,634
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15. Revenue from mining operations

196

Revenues: Three months ended June 30, Six months ended June 30,
La Negra mine ’ 2015 2014 2015 2014

Gross revenues from mining operai ons $ 9,971,459 S 12,407,361 $ 21,046,873 S 29,546,009
Deductions treatment charges, refining and

smelting charges deducted by the customers 2,611,165 3,166,205 5,649,062 7,259,073
Revenues from mining operations $ 7,360,294 S 9,241,156 $ 15,397,811 S 22,286,936
Net Revenues by customer: ‘

Customer "A" $ 3,644,854 S - $ 8010513 S -
Customer "B" 3,715,440 : 9,241,156 7,387,298 22,286,936
Revenues from mining operations S 7,360,294 S 9,241,156 $ 15,397,811 S 22,286,936

16. Cost of Sales

Three months ended June 30,

Six months ended June 30,

2015 2014 2015 2014
Mine and mill supplies S 2,801,558 S 3,328,730 S 5,582,594 S 6,434,724
Power 363,492 812,252 895,744 1,665,151
Wages, salaries and benefits 2,750,344 3,949,797 5,480,759 7,659,008
Profit sharing employees - (5,717 - 166,253
Royalties ‘ - 262,473 - 612,581
Freight and delivery 434,910 563,427 826,444 1,071,256
Change in inventories 50,123 790,980 230,547 856,884
Operating lease 272,514 - 552,084 -
Depreciation and amortization 1,225,156 912,119 2,449,310 1,804,553
Depletion of mineral properties 37,294 9,924 123,727 38,655
Total cost of sales S 7,935,391 S 10,623,985 S 16,141,209 S 20,309,065
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17. General and administrative costs

Three months ended June 30, Six months ended June 30,

2015 2014 . 2015 2014

Salaries and consulting fees S 398,520 S 323,846 S 748,695 S 702,120
Professional fees 93,430 120,296 177,569 227,798
investor relations 30,613 45,912 55,968 84,909
Marketing 6,272 14,408 14,181 60,801
Listing and filing fees 25,285 84,853 34,313 95,862
Other 165,567 192,942 297,395 - 354,014
S 719,687 S 782,257 S 1,328,121 S 1,525,504

18. Financing expense and other
- Three months Six months
ended June 30, nths ended June 30, ended June 30, nths ended June 30,
2015 2014 2015 - 2014
Accretion of provision for

environmental rehabilitation S 25,804 S 23,397 S 50,538 S 44,233
Accretion of Orion loan (Note 8) 514,364 824,940 1,012,059 2,609,062
Financing expense and bank charges 757,471 786,647 1,364,361 1,729,062

$ 1,297,639 $ 1,634,984 $ 2,426,958 $ 4,382,357

19. Impairment

The Company reviews each asset or cash generating unit at each reporting date to determine whether
there are any indicators of impairment. If any such indicators exist, a formal estimate of recoverable
amount is performed and an impairment loss is recognized to the extent that the carrying amount
exceeds the recoverable amount. The recoverable amount of an asset or cash generating unit is
measured at the higher of fair value less costs of disposal and value in use.

The determination of fair value less cost of disposal and value in use requires management to make
estimates and assumptions about expected production and sales volumes, metal prices, production and
grades, ‘operating costs, future capital expenditures and appropriate discount rates for future cash
flows. The estimates and assumptions are subject to risk and uncertainty, and as such there is the
possibility that changes in circumstances could alter these projections materially, which could impact
the recoverable amount of the assets.

As at June 30, 2015, management of the Company determined that the decline in market capitalization

of the Company and the decline in the price of silver and copper metals constituted impairment
indicators for the La Negra mine.
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19.

Impairment (continued)

La Negra mine

The recoverable amount of the La Negra mine is based on its future after-tax cashflows expected to be
derived from its mineral resources value-in-use. The projected cash flows used in impairment testing are
significantly affected by changes in assumptions for metal prices, future capital expenditures, changes in
the amount of recoverable resources, and exploration potential, production costs estimates, discount
rates, inflation and exchange rates. The Company's testing resulted in no impairment losses for the La
Negra mine and incorporated the following assumptions:

(i)

(ii)

(i)

Weighted average cost of capital

Projected cash flows were discounted using an after-tax discount rate of 9% which represented
the Company’s weighted average cost of capital and which included estimates for risk-free
interest rates, market value of the Company’s equity, market return on equity, share volatility
and debt-to-equity financing ratio.

Pricing assumptions

Metal pricing included in the cash flow projections for the next five years is based on consensus
analyst pricing. The metal prices assumptions used in the Company's impairment assessment
were as follows:

Precious Metals

Silver Price (US$/0z) $17.03 $17.70 $18.31 $18.93 $19.15
Base & Other Metals .

Copper Price (US$/Ib) $2.76 $2.90 $3.04 $3.21 $3.02

Lead Price (US$/Ib) $0.89 $0.96 $0.99 $1.01 $0.95

Zinc Price (US$/Ib) $1.01 $1.12 $1.21 $1.26 $1.06
Life of mine (“LOM”)

As a result of an updated LOM which included revised levels of mineralization, the projected
LOM for La Negra was reduced to five years for the purposes of the impairment test.

(iv) Sensitivity

The Company undertook a sensitivity analysis to identify the impact of changes in long-term
metal pricing and production costs relative to current assumptions that would cause La Negra’s
carrying amount to exceed its recoverable amount.

The Company determined that a reduction in metal prices of 4.1% would cause the recoverable
amount to equal the carrying value, although, this could be partially offset by the impact on
prices of certain other inputs. An increase of 6.9% in production cost assumptions would also
cause the recoverable amount to equal the carrying value.
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20. - Fair Value Measurements

The Company’s financial instruments include cash and cash equivalents, trade and other receivables,
short-term investments, amounts receivable, accounts payable and accrued liabilities, borrowings,
embedded derivative liability and long-term debt. The carrying values of cash and cash equivalents,
trade and other receivables and accounts payable and accrued liabilities, approximate their fair values
due to the relatively short-term nature of these amounts.

The Company classifies the fair value of financial instruments within a hierarchy that prioritizes the
inputs to fair value measurement. The three levels of the fair value hierarchy are: Level 1, which are
inputs that are unadjusted quoted prices in active markets for identical assets or liabilities; Level 2,
which are inputs other than Level 1 quoted prices that are observable for the asset or liability, either
directly or indirectly; and Level 3, which are inputs for the asset or liability that are not based on
observable market data.

The following table summarizes the fair value hierarchy, as of June 30, 2015:

Fair Value Other Financial .
] . Loans and Fair Value
Recurring measurements Through Profit ) Assets and Tota R
Receivables o Hierarchy
or Loss : Liabilities
Financial Liabilities
Derivative liabilities S (2,627,929) $ - S - $ (2,627,929) Level 3
$ (2,627,929) $ - 8 - $ (2,627,929)
The following table summarizes the fair value hierarchy, as of December 31, 2014;
Fair Value Other Financial )
o Loans and Fair Value
Recurring measurements Through Profit . Assets and Total .
Receivables v Hierarchy
or Loss Liabilities
Financial Liabilities
Derivative liabilities ’ $ (2,690,031) $ -8 - $ (2,690,031) Level 3
$ (2,690,031) $ -8 ' - $ (2,690,031)

The carrying value and fair value of trade and other receivable and accounts payable and accrued
liabilities as of June 30, 2015 are approximately the same. The Company assesses its financial
instruments and non-financial contracts on a regular basis to determine the existence of any embedded
derivatives which would be required to be accounted for separately at fair value and to ensure that any
embedded derivatives are accounted for in accordance with the Company’s policy.

The valuation technique used in the determination of fair values within Level 3 of the hierarchy, and the
key unobservable inputs used in the valuation model are disclosed in Note 9.
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THIS IS EXHIBIT “K”
TO THE AFFIDAVIT OF KEVIN DROVER
SWORN BEFORE ME ON OCTOBER 30, 2015

A Commissioner #Oath

J. MORGAN HAY
AXTUM LAW CORPORATION
Barrister and
Suite 910 - 800 West Pender Strest
Vancouver, BC V4C 26
Phones 604:685-6100 Ragi §04-692-4500

200




201

PRIMARY

CAPLIAL

October 15, 2015

The Special Independent Committee of the Board of Directors of
Aurcana Corporation

Suite 250

1090 West Georgia Street

Vancouver BC, Canada

V6E 3V7

To the Special Independent Committee of the Board of Directors:

Primary Capital Inc. (“Primary”) understands that Aurcana Corporation (“Aurcana” or the
“Company”) and which term shall, to the extent required or appropriate in the context, include
the affiliates of Aurcana) has entered into a Support Agreement dated October 15, 2015 (the
“Support Agreement”) with Orion Mine Finance (Master) Fund | L.P. (the “Lender”) as lender
under the amended and restated senior secured credit facility dated April 29, 2014 (the
“Facility”) to effect a restructuring transaction in connection with the debt obligations under the
Facility and certain amendments to the Facility (the “Restructuring Transaction”). The terms of
the Restructuring Transaction are described in detail in the Support Agreement and the
Second Amendment to the Amended and Restated Loan Agreement dated October 15, 2015
(the "Second Amendment to the Amended and Restated Loan Agreement") and posted on the
System for Electronic Document Analysis and Refrieval (SEDAR). The Lender is a
shareholder of Aurcana, holding a 19.5% interest in the common shares of Aurcana, as of the
date of this opinion. '

We understand that a significant component of the Restructuring Transaction is to be
implemented by way of a plan of arrangement (the "Arrangement") under section 192 of the
Canada Business Corporations Act (the “CBCA”) and that the completion of the Arrangement
is subject to court approval.

Engagement

By an engagement letter effective October 9, 2015 (the “Engagement Letter”), the Special
Independent Committee of the Board of Directors of Aurcana (the “Special Committee”)
retained Primary to act as independent financial advisor to Aurcana and the Special
Committee in connection with the Restructuring Transaction and to, among other things,
prepare and deliver an opinion as to the fairness, from a financial point of view, of the
consideration offered by the Lender in connection with the Restructuring Transaction (the
“Fairness Opinion”). Following a review of the terms of the Restructuring Transaction and the
Support Agreement by Primary, Primary rendered its oral opinion to the Special Committee as
to the fairness, from a financial point of view, of the consideration offered by the Lender in
connection with the Restructuring Transaction. This Fairness Opinion confirms the oral opinion
rendered by Primary to the Special Committee on the date hereof.
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The terms of the Engagement Letter provide that Primary is to be paid a fee for its services in
connection with this Fairness Opinion, whether or not the Restructuring Transaction is
completed. In addition, Aurcana has agreed to reimburse Primary for any reasonable out-of-
pocket expenses and to indemnify Primary and its directors, officers, employees, direct and
indirect shareholders and its affiliated entities in certain circumstances.

Credentials of Primary

Primary is a privately-owned exempt market dealer based in Toronto, Canada. Primary’'s
principal activities include providing strategic financial advice to exploration, development and
production resource companies as well as financing resource companies requiring
development capital for growth. The opinion expressed herein is the opinion of Primary and
the form and content herein have been approved for release by a committee of its senior
management and legal counsel, each of whom is experienced in merger, acquisition,
divestiture and fairness opinion matters.

Relationship with Interested Parties

Neither Primary nor any of its affiliates or associates, is an insider, associate or affiliate (as
such terms are defined in the Securities Act (Ontario)) of Aurcana or the Lender or of any of
their respective associates or affiliates.

Primary has been retained by Aurcana as an independent financial advisor to provide the
Fairness Opinion to the Special Committee in respect of the Restructuring Transaction.

Scope of Review

In connection with preparing this presentation, Primary has reviewed and relied upon, or
carried out, among other things, the following:

a) The Support Agreement and the Second Amendment to the Amended and Restated
Loan Agreement;

b) Public filings of Aurcana, and other companies available on SEDAR deemed relevant
to the Restructuring Transaction;

c) Other public information relating to the business, operations, and financial performance
of Aurcana and other companies deemed relevant to the Restructuring Transaction,
including published research and industry reports;

d) The Company's National Instrument 43-101 Technical Report prepared by AMC
Mining Consultants (Canada) Ltd. titted “Minera La Negra Property” effective date
September 30, 2014,

e) Certain internal information, including capital and operating budgets and projections,
conceptual models and other reports prepared or provided by or on behalf of
management of Aurcana;

f) The status and prospects of a process run by the Company, including with and by its

financial advisor BMO Capital Markets, to identify feasible alternative transactions to
the Restructuring Transaction including a sale of the Company;

15574776.2
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Q) A review of current debt capital market and equity capital market conditions;

h) Discussions with representatives of the Special Committee, senior management of
Aurcana, and legal counsel to Aurcana;

i) Current and historic trading information relating to common shares of Aurcana, and
other companies;

j) Information with respect to other transactions considered by Primary;

k) A certificate of representation as to certain factual matters provided by senior
management of Aurcana addressed to Primary; and

) Such other information, analyses, investigations and discussions as considered
relevant, necessary or appropriate by Primary in the circumstances.

Primary has not, to the best of its knowledge, been denied access by Aurcana to any
information requested by Primary.

Assumptions and Limitations

This Fairness Opinion is subject to the assumptions, qualifications and limitations set forth
below.

Primary has not been engaged to provide, and has not provided: (i) an opinion as to the
relative fairness of the Restructuring Transaction among and between all securityholders, and
(ii) a formal valuation or appraisal of any of the assets or securities of Aurcana, the Lender, or
any of their respective affiliates, and this Fairness Opinion should not be construed as such.
We have assumed, with your agreement, that the Restructuring Transaction is not an "insider
bid", "issuer bid", "business combination" or "related party transaction" for the purposes of
Multilateral Instrument 61-101 — Protection of Minority Security Holders in Special
Transactions.

With permission from the Special Committee, Primary has relied upon, and has assumed the
completeness, accuracy and fair presentation of all financial and other information, data,
advice, opinions and representations obtained by Primary from public sources, or provided to
Primary by Aurcana or its affiliates or advisors or otherwise obtained by Primary pursuant to
Primary’s engagement by Aurcana, and this Fairness Opinion is conditional upon such
completeness, accuracy and fair presentation. Primary has not been requested to, or
attempted to, independently verify the accuracy, completeness or fairness of presentation of
any such information, data, advice, opinions or representations. Primary has not met
separately with the independent auditors of Aurcana in connection with preparing this Fairness
Opinion and, with permission from the Special Committee, Primary has assumed the accuracy
and presentation of, and relied upon, Aurcana’s audited financial statements and interim
unaudited financial statements and the respective reports of the auditors.

With respect to the historical financial data, operating and financial forecasts and budgets
provided to Primary concerning Aurcana and relied upon in Primary’s financial analyses,
Primary has assumed that they have been reasonably prepared on bases reflecting the most

165674776.2
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reasonable assumptions, estimates and judgement of management of Aurcana, giving regard
to Aurcana’s business plans, financial condition and prospects.

We have also assumed that all of the representations and warranties contained in the Support
Agreement and the Second Amendment to the Amended and Restated Loan Agreement are
correct as of the date hereof and that the Restructuring Transaction will be completed
substantially in accordance with terms of the Support Agreement and the Second Amendment
to the Amended and Restated Loan Agreement and all applicable laws and that the Company
will publically disclose all material facts relating to the Restructuring Transaction.

Aurcana has represented to Primary, in a certificate signed by two of its senior officers and
dated the date hereof, among other things, that the information, data and other material
(financial or otherwise) provided to Primary in writing by or on behalf of Aurcana, including the
written information concerning Aurcana referred to above under the heading “Scope of
Review” (collectively, the “Information”), is complete and correct in all material respects as at
the date the Information was provided to Primary and that, since the date of the Information,
there has been no material change, financial or otherwise, in the financial condition, assets,
liabilities (contingent or otherwise), business, operations or prospects of Aurcana or any of its
affiliates and there has been no change in material fact or no new material fact which is of a
nature as to render the Information or any part thereof untrue or misleading in any material
respect or which could reasonably be expected to have a material effect on this Fairness
Opinion.

Primary is not a legal, tax or accounting expert and it expresses no opinion concerning any
legal, tax or accounting matters concerning the Restructuring Transaction or the sufficiency of
this letter for the purpose it is intended by Aurcana. In preparing the Fairness Opinion, we
have made several assumptions, including that all of the conditions required to complete the
Restructuring Transaction will be met and any disclosure provided with respect to Aurcana,
the Lender and their respective subsidiaries and affiliates and the Restructuring Transaction
will be accurate in all material respects.

This Fairness Opinion is rendered on the basis of: securities markets; economic, general
business and financial conditions prevailing as at the date hereof; and the conditions and
prospects, financial and otherwise, of Aurcana as they are reflected in the Information and as
they were represented to Primary in Primary’s discussions with management of Aurcana and
its affiliates and advisors. In Primary’s analyses and in connection with the preparation of this
Fairness Opinion, Primary made numerous assumptions with respect to industry performance,
general business, markets and economic conditions and other matters, many of which are
beyond the control of any party involved in the Restructuring Transaction.

This Fairness Opinion is being provided to the Special Committee and Aurcana for their
exclusive use only in considering the Restructuring Transaction and may not be published,
disclosed to any other person, relied upon by any other person, or used for any other purpose,
without the prior written consent of Primary. This Fairness Opinion is not intended to be and
does not constitute a recommendation to any shareholder of Aurcana to approve the
Restructuring Transaction. Furthermore, this Fairness Opinion is not, and should not be
construed as, advice as to the price at which the common shares of Aurcana (before or after
the announcement of Restructuring Transaction) may trade at any future date.

Primary believes that its financial analyses must be considered as a whole and that selecting
portions of its analyses and the factors considered by it, without considering all factors and
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analyses together, could create a misleading view of the process underlying this Fairness
Opinion. The preparation of a fairness opinion is complex and is not necessarily susceptible to
partial analysis or summary description and any attempt to carry out such could lead to undue
emphasis on any particular factor or analysis.

This Fairness Opinion is given as of the date hereof and, although Primary reserves the right
to change or withdraw this Fairness Opinion, if Primary learns that any of the information that
it relied upon in preparing this Fairness Opinion was inaccurate, incomplete or misleading in
any material respect, Primary disclaims any obligation to change or withdraw this Fairness
Opinion or to advise any person of any change that may come to Primary’s attention.

Approach to Fairness

For the purposes of the Fairness Opinion, we considered that the Restructuring Transaction
would be fair, from a financial point of view, to shareholders of Aurcana other than the Lender

if the Restructuring Transaction:

o Materially improves the Company’s capital structure, by eliminating the total amount of
debt outstanding;

e Reduces the risk that the Company’s cash flow from operations and available liquidity
would be insufficient to permit continued operations in the near-term and service its

debt;

¢ Provides the Company with the opportunity to regain access to capital to execute its
business plan should such capital be available in an improved commodity price
environment; and

o Based on these criteria, is better than other known, feasible alternatives.

Approach to Fairness — Analysis

In preparing the Fairness Opinion, we have relied upon the discussions, documents and
materials referred to under “Scope of Review”, reviewed with Aurcana’s management the
alternatives reasonably available to the Company, and considered the following matters:

¢ In the current commodity price environment Aurcana is not able to produce sufficient
cash flow from its operations at the La Negra mine or otherwise to meet its internal
capital needs or its debt obligations;

e Aurcana, with its current capital structure, is unable to execute its business plan or
service its debt;

e The Company is currently in default under the Facility and the Lender is in a position to
take enforcement proceedings against the Company and all of its assets;

e The Company has been unable to attract a buyer for itself or its assets;

« The Company has been unable to arrange additional debt or equity;

16674776.2
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e« The Restructuring Transaction allows the Company to retain the Shafter mine,
eliminate its negative working capital position and continue as a going concern without
disruption; and

e Primary and the Company are not aware of any feasible alternatives that are better
than the Restructuring Transaction.

Opinion

Based upon and subject to the foregoing and such other matters as Primary considers
relevant, it is Primary’s opinion that, as of the date hereof, the Restructuring Transaction is

fair, from a financial point of view, to the Company.

Yours truly,

pé;/v%@fﬁ CapiaL Jue.

PRIMARY CAPITAL INC.

185574776.2
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PRIMARY

CAPITAL

October 15, 2015

The Special Independent Committee of the Board of Directors of
Aurcana Corporation

Suite 250

1090 West Georgia Street
Vancouver BC, Canada
V6E 3V7

To the Special Independent Committee of the Board of Directors:

Primary Capital Inc. (“Primary”) understands that Aurcana Corporation (“Aurcana’ or the
“Company”) and which term shall, to the extent required or appropriate in the context, include
the affiliates of Aurcana) has entered into a Support Agreement dated October 15, 2015 (the
“Support Agreement”) with Orion Mine Finance (Master) Fund | L.P. (the “Lender”) as lender
under the amended and restated senior secured credit facility dated April 29, 2014 (the
. “Facility”) to effect a restructuring transaction in connection with the debt obligations under the
Facility and certain amendments to the Facility (the “Restructuring Transaction”). The terms of
the Restructuring Transaction are described in detail in the Support Agreement and the
Second Amendment to the Amended and Restated Loan Agreement dated October 15, 2015
(the "Second Amendment to the Amended and Restated Loan Agreement") and posted on the
System for Electronic Document Analysis and Retrieval (SEDAR). The Lender is a
shareholder of Aurcana, holding a 19.5% interest in the common shares of Aurcana, as of the
date of this opinion.

We understand that a significant component of the Restructuring Transaction is to be
implemented by way of a plan of arrangement (the "Arrangement") under section 192 of the
Canada Business Corporations Act (the “CBCA”) and that the completion of the Arrangement
is subject to court approval.

Engagement

By an engagement letter effective October 9, 2015 (the “Engagement Letter”), the Special
Independent Committee of the Board of Directors of Aurcana (the “Special Committee”)
retained Primary to act as independent financial advisor to Aurcana and the Special
Committee in connection with the Restructuring Transaction and to, among other things, the
provision to the Special Committee this opinion (the “CBCA Opinion”).

The terms of the Engagement Letter provide that Primary is to be paid a fee for its services in
connection with this CBCA Opinion, whether or not the Restructuring Transaction is
completed. In addition, Aurcana has agreed to reimburse Primary for any reasonable out-of-
pocket expenses and to indemnify Primary and its directors, officers, employees, direct and
indirect shareholders and its affiliated entities in certain circumstances.
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Credentials of Primary

Primary is a privately-owned exempt market dealer based in Toronto, Canada. Primary’s
principal activities include providing strategic financial advice to exploration, development and
production resource companies as well as financing resource companies requiring
development capital for growth. The opinion expressed herein is the opinion of Primary and
the form and content herein have been approved for release by a committee of its senior
management and legal counsel, each of whom is experienced in merger, acquisition,
divestiture and fairness opinion matters.

Relationship with Interested Parties

Neither Primary nor any of its affiliates or associates, is an insider, associate or affiliate (as
such terms are defined in the Securities Act (Ontario)) of Aurcana or the Lender or of any of
their respective associates or affiliates.

Primary has been retained by Aurcana as an independent financial advisor to provide the
CBCA Opinion to the Special Committee in respect of the Restructuring Transaction.

Scope of Review

In connection with preparing this presentation, Primary has reviewed and relied upon, or
carried out, among other things, the following:

a) The Support Agreement and the Second Amendment to the Amended and Restated
Loan Agreement;

b) Public filings of Aurcana, and other companies available on SEDAR deemed relevant
to the Restructuring Transaction;

c) Other public information relating to the business, operations, and financial performance
of Aurcana and other companies deemed relevant to the Restructuring Transaction,
including published research and industry reports;

d) The Company’'s National Instrument 43-101 Technical Report prepared by AMC
Mining Consultants (Canada) Ltd. titled “Minera La Negra Property” effective date
September 30, 2014;

e) Certain internal information, including capital and operating budgets and projections,
conceptual models and other reports prepared or provided by or on behalf of
management of Aurcana;

f) The status and prospects of a process run by the Company, including with and by its
financial advisor BMO Capital Markets, to identify feasible alternative transactions to
the Restructuring Transaction including a sale of the Company;

g) A review of current debt capital market and equity capital market conditions;

h) Discussions with representatives of the Special Committee, senior management of
Aurcana, and legal counsel to Aurcana;

16601060.1
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i) Current and historic trading information relating to common shares of Aurcana, and
other companies;

j) Information with respect to other transactions considered by Primary;

k) A certificate of representation as to certain factual matters provided by senior
management of Aurcana addressed to Primary; and

I) Such other information, analyses, investigations and discussions as considered
relevant, necessary or appropriate by Primary in the circumstances.

Primary has not, to the best of its knowledge, been denied access by Aurcana to any
information requested by Primary.

Assumptions and Limitations

This CBCA Opinion is subject to the assumptions, qualifications and limitations set forth
below.

Primary has not been engaged to provide, and has not provided: (i) an opinion as to the
relative fairness of the Restructuring Transaction among and between all securityholders, and
(if) a formal valuation or appraisal of any of the assets or securities of Aurcana, the Lender, or
any of their respective affiliates, and this CBCA Opinion should not be construed as such. We
have assumed, with your agreement, that the Restructuring Transaction is not an "insider bid",
"issuer bid", "business combination" or "related party transaction" for the purposes of
Multilateral Instrument 61-101 — Protection of Minority Security Holders in Special

Transactions.

With permission from the Special Committee, Primary has relied upon, and has assumed the
completeness, accuracy and fair presentation of all financial and other information, data,
advice, opinions and representations obtained by Primary from public sources, or provided to
Primary by Aurcana or its affiliates or advisors or otherwise obtained by Primary pursuant to
Primary’s engagement by Aurcana, and this CBCA Opinion is conditional upon such
completeness, accuracy and fair presentation. Primary has not been requested to, or
attempted to, independently verify the accuracy, completeness or fairness of presentation of
any such information, data, advice, opinions or representations. Primary has not met
separately with the independent auditors of Aurcana in connection with preparing this CBCA
Opinion and, with permission from the Special Committee, Primary has assumed the accuracy
and presentation of, and relied upon, Aurcana’'s audited financial statements and interim
unaudited financial statements and the respective reports of the auditors.

With respect to the historical financial data, operating and financial forecasts and budgets
provided to Primary concerning Aurcana and relied upon in Primary’s financial analyses,
Primary has assumed that they have been reasonably prepared on bases reflecting the most
reasonable assumptions, estimates and judgement of management of Aurcana, giving regard
to Aurcana’s business plans, financial condition and prospects.

We have also assumed that all of the representations and warranties contained in the Support
Agreement and the Second Amendment to the Amended and Restated Loan Agreement are
correct as of the date hereof and that the Restructuring Transaction will be completed
substantially in accordance with terms of the Support Agreement and the Second Amendment

16601060.1
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to the Amended and Restated Loan Agreement and all applicable laws and that the Company
will publically disclose all material facts relating to the Restructuring Transaction.

Aurcana has represented to Primary, in a certificate signed by two of its senior officers and
dated the date hereof, among other things, that the information, data and other material
(financial or otherwise) provided to Primary in writing by or on behalf of Aurcana, including the
written information concerning Aurcana referred to above under the heading “Scope of
Review” (collectively, the “Information”), is complete and correct in all material respects as at
the date the Information was provided to Primary and that, since the date of the Information,
there has been no material change, financial or otherwise, in the financial condition, assets,
liabilities (contingent or otherwise), business, operations or prospects of Aurcana or any of its
affiliates and there has been no change in material fact or no new material fact which is of a
nature as to render the Information or any part thereof untrue or misleading in any material
respect or which could reasonably be expected to have a material effect on this CBCA

Opinion.

Primary is not a legal, tax or accounting expert and it expresses no opinion concerning any
legal, tax or accounting matters concerning the Restructuring Transaction or the sufficiency of
this letter for the purpose it is intended by Aurcana. In preparing the CBCA Opinion, we have
made several assumptions, including that all of the conditions required to complete the
Restructuring Transaction will be met and any disclosure provided with respect to Aurcana,
the Lender and their respective subsidiaries and affiliates and the Restructuring Transaction
will be accurate in all material respects.

This CBCA Opinion is rendered on the basis of: securities markets; economic, general
business and financial conditions prevailing as at the date hereof; and the conditions and
prospects, financial and otherwise, of Aurcana as they are reflected in the Information and as
they were represented to Primary in Primary’s discussions with management of Aurcana and
its affiliates and advisors. In Primary’s analyses and in connection with the preparation of this
CBCA Opinion, Primary made numerous assumptions with respect to industry performance,
general business, markets and economic conditions and ,other matters, many of which are
beyond the control of any party involved in the Restructuring Transaction.

This CBCA Opinion is being provided to the Special Committee and Aurcana for their
exclusive use only in considering the Restructuring Transaction and may not be published,
disclosed to any other person, relied upon by any other person, or used for any other purpose,
without the prior written consent of Primary. This CBCA Opinion is not intended to be and
does not constitute a recommendation to any shareholder of Aurcana to approve the
Restructuring Transaction. Furthermore, this CBCA Opinion is not, and should not be
construed as, advice as to the price at which the common shares of Aurcana (before or after
the announcement of Restructuring Transaction) may trade at any future date.

Primary believes that its financial analyses must be considered as a whole and that selecting
portions of its analyses and the factors considered by it, without considering all factors and
analyses together, could create a misleading view of the process underlying this CBCA
Opinion. The preparation of a fairness opinion is complex and is not necessarily susceptible to
partial analysis or summary description and any attempt to carry out such could lead to undue
emphasis on any particular factor or analysis.

This CBCA Opinion is given as of the date hereof and, although Primary reserves the right to
change or withdraw this CBCA Opinion, if Primary learns that any of the information that it
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relied upon in preparing this CBCA Opinion was inaccurate, incomplete or misleading in any
material respect, Primary disclaims any obligation to change or withdraw this CBCA Opinion
or to advise any person of any change that may come to Primary’s attention.

Terms of Reference

Industry Canada's Policy Statement 15.1 — "Policy concerning Arrangements Under
Section 192 of the CBCA" recommends that corporations seeking to implement a plan of
arrangement pursuant to s. 192 of the CBCA that contemplates the compromise of debt
securities obtain an opinion as to whether "each class of security holders would be in a better
position under the arrangement than if the corporation were liquidated".

For the purposes of the CBCA Opinion, Primary considered that the shareholders of Aurcana
(the “Shareholders”) would be in a better financial position under the Arrangement than if the
Company were liquidated if the estimated aggregate trading value of the consideration made
available to the Shareholders pursuant to the Arrangement exceeds the estimated value such
Shareholders would receive if the Company were liquidated.

Approach to Fairness — Analysis

In preparing the CBCA Opinion, we have relied upon the discussions, documents and
materials referred to under “Scope of Review”, reviewed with Aurcana’'s management the
alternatives reasonably available to the Company, and considered the following matters:

¢ In the current commodity price environment Aurcana is not able to produce sufficient
cash flow from its operations at the La Negra mine or otherwise to meet its internal
capital needs or its debt obligations;

e Aurcana, with its current capital structure, is unable to execute its business plan or
service its debt;

e The Company is currently in default under the Facility and the Lender is in a position to
take enforcement proceedings against the Company and all of its assets;

* The Company has been unable to attract a buyer for itself or its assets;
o The Company has been unable to arrange additional debt or equity;

e In a liquidation process, prospective buyers or investors will be aware that the
Company is compelled to sell the assets, which may have a negative impact on the
value realized;

e Additional legal and financial advisory costs would be incurred to implement the
liquidation and engage in the associated legal proceedings. These costs would be
recovered out of sale proceeds that would otherwise be available to the Shareholders;

e The Restructuring Transaction allows the Company to retain the Shafter mine,
eliminate its negative working capital position and continue as a going concern without
disruption.

e Primary and the Company are not aware of any feasible alternatives that are better
than the Restructuring Transaction.

16601060.1
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Opinion

Based upon and subject to the foregoing and such other matters as Primary considers
relevant, it is Primary’s opinion that, as of the date hereof, the Shareholders would be in a
better financial position under the Arrangement than if the Company were liquidated.

Yours truly,

Remm CaTAL Juc.

PRIMARY CAPITAL INC.

16601060.1
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Since 2006, Primary Copitaf Inc.
has been dedicated to serving
compaonies in the Mining Sector.

216

2015 marks Primary
Capital’s 9™ year serving
companies in the Mining
Sector.

Our focus on the Mining

Sector is supported by a
veteran team of seasoned
Industry professionals with
backgrounds in Canadian
Capital Markets,
Exploration, Development
and Mining Operations.

Our professionals offer
clients financing options
and merger and acquisition
advice.

Primary’s Mining Team

consists of 9 professionals

all with expertise in
Canadian Capital Markets
and combined extensive
operational experience in

‘Metallurgical Engineering,

Geology, and Construction

‘and Operations.

We invite you to get to
know us a little better and-
allow us to assist you in
your strategic growth.




As your business evolves so do
‘your needs. Primary Capital’s -
team approd(;h gives you access
to.our-entire team of '
,;,'brofessiohals.
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As an independent Exempt
Market Dealer we leverage
off our relationships
fostered over decades of

~experience in the Canadian

Capital Markets to provide

" you with access to both
--equity and debt fgnding

options.’

When your firm is
considering a strategic
transformation our Mining
Team provides an
independent perspective
backed by individuals
providing deep bench
strength in Capital Markets,
Exploration, Development
and Operations.

We offer comprehensive
independent solutions to
your strategic needs:

Access to Capital
e Equity financing
e Private equity financing

.. Debt

Strategic Solutions
e . Mergers '
e Acquisitions

‘e Valuations

e Fairness Opinions
e Divestures




Primary Capitol has on intimate
~understanding of the capital
markets influence on the Mining

Sector. Our Mining Team’s
network allows access to o
“variety of financing sources.
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Access to Capital

We understand that

growth requires capital.
Our network provrdes a:
wide array of fmancmg '
options depending onyour

corporate situation.

‘Our team members have

decades of experience in
the private plaoéme‘nt |
market and public equity
issuance.

Market Presence

Prowdmg marketmg
support through our Sales

Team has been one’ of

Primary Capital’s core

‘business values since our

mceptnon Our network has
the ab|I|ty to put you in:

front of interested .

institutional and high net

worth mvestorq B
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Advisory Services
o . : The core of our Mi.nin isiti ,

Primary.Capital’s Mining : . g * Mergers & Acquisitions

; 5O SRR Team has been working e Strategic Advisory
ream’s members have heen together for over 20 years ic '
, invo/ved_in structuring - & idi tratesic c}/ i * Val.u?tlons & Falrnessb
trahsactions with junior ErOVI 'r,‘g'S ra e{i Val Vlte Opinions .

explorers to producers for r.om minor asse S_a es to  Takeover Bids &

decades. | highly tr.ans_formatlonal Defenses

- ~ transactions. . e Joint Ventures

Backed by strong Capital
Markets experience and
education, our team'’s
strength comes from our
experience in Mining and
Exploration. Our team’s
background includes

Co e - Mining Engineering,
Mechanical Engineering
and Geology. We bring this
experience in industry and
Capital Markets to every
transaction. We are proud
of this competitive
advantage. Let us put it to
work for you.




Primary Capital’s Mining Team
brhu;ourexpeﬁenceinihdushy
and Capital Markets to zvery
transaction. We are proud of
this competitive advantage. Let
us put it to work for you. '

220

Select 'Advisbry Tr_dnsactions |

E
Ar;them

@ BOSS

Bayfield

wox o v w <@ om o

Aevvgild

Financial Advisor & Faimass ]
Opinion to Bayfield on sale to
New God ine.

Financial Adwisor &
- Fatness Opinon o Ardhem
on merger with Boss

2018

2018

cFawness Upiion o Gorona

Corana Gold
Corporation

Iy 1N

Financial Advisor &

o mefger with Oban
2015

g
"> 'ﬁ%@
LAMELGND T

RERBEHRIE .

Falmess Opnion 0 Alphia

Favanoint Advisor & " N
o trerger with Lakeland

Fairmess Opinion I Ryan
ofy mrger with Oban

2018

20%8

SRRCE TR

AURYN

FCEETE ERAREERE

Financial Advisw and
Fajrness Qpirdon 1o MOG
o IRRET wWith Aunyn

018

~unav

& soannreet Tl

Financiat Adwisar &
Fadmess Opison o Avala
on the merger with, Dunay

Fsancial Advisor

2018 2073

Fioancial Advisor &
Falmess Opirdon i Bigin
o1 sake bo Mandatay

2014

Y

Financial Advisor to

" Faimess Opiniof on, v
Brigus on sale to Primero

Sa44M Production
Famancing Transaction

© Faness Oprion 4o
Bedr Laké Gold on”
saie to Kerr Mines

2014,

o e
BIRGLE

ks bethism Shagp

Financial Advisor 8
Faimess Opiraon o
Canada Lithivm on

ACGuisition of Sireceo

Financial Advisor &

Faimess Opinion 10 Kimber
on sate o inveciurs Group

2014 2074

Financial Agvisar &
Faimess Cpinien o
San Gold on merger
withy Keer Mines

2014




Primary Capital’s Mining Team
bring our experience in Industry
and Capital Markets to every
transaction. We are proud of

" this competitive advantage. Let
us put it to work for you.
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Select Advisory Transactions
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Sirice 2006, Primary Capital has
shown an.unwavering
commitment to the Mining
Sector with the ab‘i/ity.»tb bring
together duaijty companies and
capable “/’.‘n‘vvgésto‘rs. :
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Select Mining Sector

Financings
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‘The heart of our business is solid advice backed by years of experience in both the Capital Markets and
- Industry regardless of market conditions. Our combined experience stretches back through many business -

- cycles beginning in the late-1970's.

We believe a good partnér adds value through fully understanding your business. Because our roots are in

Mining, we see things others miss.

Rick Cohen
Managing Director

+1-604-566-8722 ’
rcohen@primarycapital.ca

“Rick Cohen joined Primary Capital as a
Managing Director in 2011. Prior to that he
‘was with Dundee Securities from 1998-2010

- as a Managing Director in Investment
Banking. Rick was also a mining analyst with
“Goepel McDermid (1991-1998), BBN James

Capel (1986-1991) and Prudential Bache

-Securities (1983-1986). From 1979 to 1981,
Rick worked as a mill metallurgist for Utah
Mines Ltd. at their Island Copper Mine.

He has traveled to more than 50 countries
looking at mining projects over his career.

Rick received his B.A.Sc. in Mineral -
Engineering from the University of British
- Columbia in 1979 and his MBA from the
‘University of Western Ontario in 1983. Mr.
Cohen is designated as a Professional
“Engineer in the Provinces of British Columbia
+and Ontario. ' |
“He is currently a director of Peregrine
‘Diamonds Ltd. and a former director of
“Peregrine Metals Ltd. which was acquired by
*Stillwater Mining Company in 2011.

Rob Klassen
Managing Director

+1-604-566-8721
“rklassen@primarycapital.ca -

Rob Klassen served as the Managing

Director of Investment Banking at Dundee
Securities from 2001 to 2010. Prior to that, .
he was Vice President of Mining Research
with Goepel Shields from 1996 to 2001.

Rob worked as an exploration geologist

from 1987 until transitioning to the Capital
Markets in 1996. He earned a Bachelor of
Science (Geology) from the University of
Saskatchewan and MBA from the

University of Western-Ontario. He’s also a
Member of the Association of Professional
Engineers and Geoscientists of British
Columbia and the Canadian Institute of |
Mining, Metallurgy and Petroleum (CIM). ...
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~ Olav Langelaar
~Managing Director

~+1-604-566-8723

Olav Langelaar served as a Director, Dundee

Securities Investment Banking from 2007 to
2011. Prior to that, he had industry roles
with OspraieGold and Amerigo Resources
(VP Corporate Development), Placer Dome
(Manager of Corporate Finance and

Insurance), Cameco, Cominco, and Agrium

(Engineer, Maintenance and Construction).
Olav has 15 years in the Canadian capital
markets with specific expertise in mining

operations and investment banking. He

earned his BASc in Mechanical Engineering
from the University of Waterloo, and a MBA
from the Richard Ivey School of Business. He
is also a member of the Association of
Professional Engineers and Geoscientists of
British Columbia. |

olangelaar@primarycapital.ca

- “Vancouver

Justin Ginetz ,
Exchtivé Vice President

+1-604-566-8724
- jginetz@primarycapital.ca

Justin Ginetz joined Primary Capital in early
2011. Prior to that he advanced through
several roles in Investment Banking and
Advisory at Dundee Securities between 2001
and 2011. Justin was appointed to the

“Investment Banking Mining Team in 2004

starting as an associate and later promoted
to Vice President in 2007 until his departure
in 2011. Between 2001 and 2004 he worked
as an advisor to both retail and institutional
investors. Justin began his career at
Canadian Western Capital as a Research
Associate in 1999 until moving to Dundee
Securities in 2001. He has earned multiple
undergraduate degrees, holds the Chartered
Financial Analyst designation and the
Canadian Investment Manager Designation.
Justin continues to leverage his years of
experience in Mining Finance and M&A to
create value for our clients.
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‘Barry Gordon :
’Chalrman

+1 416- 619 3169

bgordon@primarycapitalca

Barry Gordon’s career began.in 1966, when
he joined PIa'yfair & Company as a research
assistant. By-age 26, Barry was retail saIes

vmanager and a shareholder. Durmg the

, ,'19‘70s<,‘ Barry-worked as an |nst|tut|onal
~salesman. In 1979, he joined BBN in Toronto,

and became President of the company eight

- years later. By 1994, Barry had founded a

new brokerage firm called Eagle and |

Partners Inc., an equal partnership with

Dundee Bahcorp Inc. In 1998, Barry

expanded the firm by purchasing Deacon

- and.Company. Dundee event‘uallyfpurchased
Barry’s interest in Eagle and Partnersand
changed the name of the firm to Dundee

‘Securities Inc., where Barry assumed the role
of Vice-Chairman and Director of Dundee

‘Securities. In the spring of 2006, Barry
founded Primary Capital Inc. as a limited
market dealer. He continues to leverage his |
decades of experience in the Canadian
Capital Markets and relationships with
investors to create value for his clients.

~ Toronto

- Robert Polldi;jkﬂ' L
- CEO i}
| +1-416-619-3166 -

i rﬁpjc")rlvlack@primahj'cép'i"tél'cé

| Rob PoIIock served as Senlor V|ce

President of Quest Capital Corp from
September 2003 to October 2006. Rob
was formerly Vice President —
Investment Banklng at Dundee
Securities Corporation and has many
years of experience in the Canadian
capital markets with specific experience

'lin merchant bankihg,_ institutional sales

and investment banking. Rob holds an
MBA from St. Mary’s University and BA
from Queen’s University.
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‘Tim Sorensen
“President

i 416-619-3163

L tsorensen@prlmarycapltal ca

- T|m Sorensen served as the Head of ' |
“”Instrtutlonal Sales Macquarle Capltal Markets
Canada, from January 2008 until September
2010. Prior to that, he was an institutional
sales person with Orion Financial Inc., which
became Macquarie Group in 2007. He has a
CFA designation and holds an MBA and A
BComm from the University of Windsor. |

| »Joe Hamllton served as the CEO of 7

~Joe Hamilton o
‘Managing Director L .

+1-416- 619-3164 e
_;hamnlton@pnmarycapltal ca e

exploratlon/development companles DR
(London AIM/TSX ilsted) in Afrlca and
Canada from 2005 to 2010. As well as, '

‘being a Corporate Director (Aurelian

Resources Inc, Mirabela Nickel Limited,
Noront Resources Ltd, Unigold Inc: Malbex
Resources Inc, African Copper Plc, Atikwa

- Resources Inc, GA capital Corp) from 2005

to 2010. Prior to that, he was a Senior
Mining Analyst at Eagle and Partners, "
Dundee Securities and RBC Capltal Markets -
from 1997 to 2004. He earned his Bachelor
of Science (Geology) from the Unlver5|ty of
Toronto, M.Sc. (Applled) in Mmeral

, Exploratlon from Queen 5 Umver5|ty
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Chris Naprawa
. Managing Director

+1-416-705-1144
cnaprawa@primarycapital.ca

" Prior to 'joining Primary, Chris was EVP
and Head of Institutional Equity Sales at

Dundee C'ap'i\tvail Markets from 2011 to 2013.

He was previgusly Co-Head, Institutional

- Equity Sales z;fMacquarie Capital Markets,
“having been ﬁromoted from Senior Vice-
President, Institutional Equity Sales a
position he held from 2004 to 2011. Before
‘entering the capital markets arena, Chris
founded and was CEO of Startcast |
Solutions, an Internet software company
that was sold to Bell Canada in 2003

and also served as President of GDI Global
Data Wireless from 1998 to 2000. Chris has
a Bachelor of Arts degree from Queens
University. |

~ Toronto
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Court File No.  CV-15-11157-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE @ ) FRIDAY, THE 13TH

)
JUSTICE @ ) DAY OF NOVEMBER, 2015

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF
THE CANADA BUSINESS CORPORATIONS ACT, R.S.C. 1985, C. C-44, AS
AMENDED, AND RULES 14.05(2) AND 14.05(3) OF THE RULES OF
CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF
AURCANA CORPORATION AND 9490248 CANADA CORPORATION
AND INVOLVING SILVER ASSETS, INC., CANE SILVER INC,
PERFORADORA AURCANA S. DE R.L. DE C.V., MINERA AURCANA
S.A. DE CV., RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA, S.A. DE C.V. AND REAL DE
MACONI, S.A.DE C.V.

AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants
ORDER

THIS APPLICATION made by Aurcana Corporation (“Aurcana”) and 9490248
Canada Corporation (collectively, the “Applicants”) pursuant to section 192 of the Canada
Business Corporations Act, R.S.C. 1985, c. C-44, as amended (the “CBCA”), for an Order
approving the Plan of Arrangement dated October 30, 2015, attached to this Order as Schedule

“A” (the “Plan”), was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Application issued on October 30, 2015, the affidavit of

Kevin Drover sworn October 30, 2015, together with the exhibits thereto, and
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ON HEARING the submissions of counsel for the Applicants and Orion Mine Finance
(Master) Fund I L.P., in its capacity as the Lender under the amended and restated credit facility
agreement dated April 29, 2014 between Aurcana, the Lender and the guarantors thereto, and on
being advised that the Director appointed under the CBCA does not consider it necessary to
appear on this application, no-one appearing for any other person, including any shareholder of
the Applicants, and having determined that the Arrangement, as described in the Plan attached as
Schedule “A” to this Order, is an arrangement for the purposes of section 192 of the CBCA and

is fair and reasonable in accordance with the requirements of that section,

1. THIS COURT ORDERS that all capitalized terms not otherwise defined herein shall be

as defined in the Plan.

2. THIS COURT ORDERS that the Arrangement, as described in the Plan attached as
Schedule “A” to this Order, is an arrangement within the meaning of section 192 of the CBCA

and is fair and reasonable.

3. THIS COURT ORDERS that the Arrangement, as described in the Plan attached as
Schedule “A” to this Order, shall be and is hereby approved, subject to and in accordance with

the terms of this Order.

4. THIS COURT ORDERS that the Applicants and the Lender are authorized to take all
steps and actions necessary or appropriate to implement the Arrangement and the transactions
contemplated thereby in accordance with and subject to the terms of the Arrangement (including
to enter into any agreements or other documents which are to come into effect in connection with

the Arrangement).
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5. THIS COURT ORDERS that as of the Implementation Date, the Plan and all associated
steps, transactions, arrangements, discharges and releases are approved, binding and effective as
therein set out, and on the terms and conditions set forth in this Order, upon the Applicants, the

Lender, Newco and all other Persons affected by the Plan or this Order.

6. THIS COURT ORDERS that the transactions contemplated by and to be implemented
pursuant to the Plan, shall not be void or voidable under federal or provincial law and shall not
constitute and shall not be deemed to be settlements, preferences, assignments, fraudulent
conveyances, transfers at undervalue, or other reviewable transactions under any applicable
federal or provincial legislation relating to preferences, settlements, assignments, fraudulent

conveyances or transfers at undervalue.

7. THIS COURT ORDERS that from and after the Implementation Date, all Persons shall
be deemed to have waived any and all defaults or events of default of any member of the
Aurcana Companies then existing or previously committed by any of them or caused by any of
them, any of the provisions of the Plan or steps contemplated in the Plan, or non-compliance
with any covenant, warranty, representation, term, provision, condition or obligation, expressed
or implied, in any contract, instrument, credit document, lease, licence, guarantee, agreement for
sale or other agreement, written or oral, in each case relating to, arising out of, or in connection
with the Support Agreement, the Arrangement, the Arrangement Agreement, the Plan, the
transactions contemplated thereunder and any proceedings commenced with respect to or in
connection with the Plan, and any and all amendments or supplements thereto, and any and all
notices of default and demands for payment or any step or proceeding taken or commenced in
connection therewith under any of the foregoing shall be deemed to have been rescinded and of

no further force or effect, provided that nothing in this paragraph shall be deemed to excuse any
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member of the Aurcana Companies and their respective successors from performing its

obligations under the Plan.

8. THIS COURT ORDERS that the Applicants shall be entitled to seek leave to vary this
Order upon such terms and upon giving such notice as this Court may direct, to seek the advice
and directions of this Court as to the implementation of this Order, and to apply for such further

order or orders as may be appropriate.

0. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or Mexico, to
give effect to this Order and to assist the Applicants and their respective agents in carrying out
the terms of this Order. All courts, tribunals, regulatory and administrative bodies are hereby
respectfully requested to make such orders and to provide such assistance to the Applicants as
may be necessary or desirable to give effect to this Order or to assist the Applicants and their

respective agents in carrying out the terms of this Order.
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SCHEDULE A

PLAN OF ARRANGEMENT
UNDER SECTION 192 OF THE
CANADA BUSINESS CORPORATIONS ACT
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Court File No. €V-15-11157-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF THE CANADA
BUSINESS CORPORATIONS ACT, R.S.C. 1985, C. C-44, AS AMENDED, AND RULES
14.05(2) AND 14.05(3) OF THE RULES OF CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF AURCANA
CORPORATION AND 9490248 CANADA CORPORATION AND INVOLVING SILVER
ASSETS, INC., CANE SILVER INC., PERFORADORA AURCANA S. DE R.L. DE C.V,,
MINERA AURCANA S.A. DE C.V,, RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA, S.A. DE C.V. AND REAL DE MACONI, S.A.

DE C.V.
AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants

PLAN OF ARRANGEMENT

October 30, 2015
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Court File No. CV-15-11157-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER SECTION 192 OF THE CANADA
BUSINESS CORPORATIONS ACT, R.S.C. 1985, C. C-44, AS AMENDED, AND RULES
14.05(2) AND 14.05(3) OF THE RULES OF CIVIL PROCEDURE

AND IN THE MATTER OF A PROPOSED ARRANGEMENT OF AURCANA
CORPORATION AND 9490248 CANADA CORPORATION AND INVOLVING SILVER
ASSETS, INC., CANE SILVER INC., PERFORADORA AURCANA S. DE R.L. DE C.V,,
MINERA AURCANA S.A. DE C.V,, RIO GRANDE MINING COMPANY, SHAFTER
PROPERTIES INC., MINERA LA NEGRA S.A. DE C.V. AND REAL DE MACONI, S.A.
DE C.V.

AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants
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ARTICLE 1
INTERPRETATION

Definitions.

In this Plan of Arrangement, unless otherwise stated:

(a)

(b)

(©)
(d)
(€)

(f)

()]

(h)

(i)

@)

(k)

(h

(m)
(n)
(0)

“Applicable Law” means any law, statute, order, decree, judgment, rule, regulation, ordinance or
other pronouncement having the effect of law whether in Canada, the United States or any other
country, or any domestic or foreign state, county, province, city or other political subdivision of
any Governmental Entity, and includes any securities or stock exchange rules or regulations;

“Amalgamation” means the amalgamation of Aurcana and Aurcana ArrangeCo to form Amalco
pursuant to this Plan;

“Amalco” has the meaning given to such term in Section 4.2;
“Aurcana” means Aurcana Corporation;

“Aurcana Companies” means Aurcana and all of its direct or indirect subsidiaries in existence at
this time or from time to time, including Silver Assets, Rio Grande, Shafter, Cane Silver, Cane
Insurance, Real de Maconi, Minera La Negra, Minera Aurcana, Perforadora Aurcana and Aurcana
ArrangeCo;

“Arrangement” means the arrangement under Section 192 of the CBCA, on the terms and
subject to the conditions set forth in this Plan;

“Arrangement Agreement” means the arrangement agreement dated October 30, 2015 between
Aurcana, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Perforadora Aurcana, Minera
Aurcana, Minera La Negra, Real de Maconi, Aurcana ArrangeCo and the Lender, as amended or
restated from time to time, pursuant to which such parties have agreed to implement the steps
required to complete the Arrangement;

“Articles of Arrangement” means the articles of arrangement of Aurcana in respect of the
Arrangement that are required to be filed with the Director after the Final Order is made in order
for the Arrangement to become effective on the Implementation Date;

“Aurcana ArrangeCo” means 9490248 Canada Corporation, a corporation incorporated under
the laws of Canada;

“Aurcana Released Parties” means Aurcana and all of its direct and indirect subsidiaries,
including Aurcana ArrangeCo, other than the Mexican Subsidiaries;

“Business Day” means any day, other than a Saturday or a Sunday or a statutory or civic holiday,
that banks are open for business in Toronto, Ontario, Vancouver, British Columbia and New York,
New York;

“Cane Insurance” means Cane Insurance Company Limited, a corporation incorporated under the
laws of Barbados;

“Cane Silver” means Cane Silver Inc., a corporation incorporated under the laws of Barbados;
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended;

“Certificate” means the certificate of arrangement to be issued by the Director giving effect to
this Plan;
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“Claim” means any right or claim of any Person that may be asserted or made in whole or in part
against any member of the Aurcana Companies, in any capacity, whether or not asserted or made,
in connection with any indebtedness, liability or obligation of any kind whatsoever, and any
interest accrued thereon or costs payable in respect thereof, whether at law or in equity, including
by reason of the commission of a tort (intentional or unintentional), by reason of any breach of
contract or other agreement (oral or written), by reason of any breach of duty (including, any legal,
statutory, equitable or fiduciary duty) or by reason of any equity interest, right of ownership of or
title to property or assets or right to a trust or deemed trust (statutory, express, implied, resulting,
constructive or otherwise), and together with any security enforcement costs or legal costs
associated with any such claim, and whether or not any indebtedness, liability or obligation is
reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed,
undisputed, legal, equitable, secured, unsecured, perfected, unperfected, present or future, known
or unknown, by guarantee, warranty, surety or otherwise, and whether or not any right or claim is
executory or anticipatory in nature including any claim arising from or caused by the termination,
disclaimer, resiliation, assignment or repudiation by any member of the Aurcana Companies of
any contract, lease or other agreement, whether written or oral, any claim made or asserted against
any member of the Aurcana Companies through any affiliate, subsidiary, associated or related
person, or any right or ability of any Person to advance a claim for an accounting, reconciliation,
contribution, indemnity, restitution or otherwise with respect to any matter, grievance, action
(including any class action or proceeding before an administrative tribunal), cause or chose in
action, whether existing at present or commenced in the future;

“Credit Agreement” means the amended and restated credit facility agreement dated April 29,
2014 entered into by Aurcana, the Lender and each of the Guarantors (as the same may have been
and may further be amended, restated, modified or varied from time to time);

“Common Shares” means the common shares in the capital of Aurcana;
“Court” means the Ontario Superior Court of Justice (Commercial List);
“Director” means the Director appointed under Section 260 of the CBCA,

“Effective Time” means the time on the Implementation Date that the Transaction is
implemented,;

“Equipment” means certain equipment of Aurcana and/or certain of the Guarantors, as set out in
the list attached as Schedule A to the Term Sheet;

“Final Order” means the Order of the Court approving the Plan;
“GAAP” has the meaning given to such term in Section 1.2;

“Guarantors” means, collectively, Silver Assets, Rio Grande, Shafter Properties, Cane Silver,
Real de Maconi, Minera Aurcana, Minera La Negra and Perforadora Aurcana, as guarantors under
the Credit Agreement;

“Governmental Entity” means any government, regulatory authority, governmental department,
agency, commission, bureau, official, minister, crown corporation, court body, board, tribunal or
dispute settlement panel or other law, rule or regulation-making organization or entity: (a) having
or purporting to have jurisdiction on behalf of any nation, province, territory or state or any other
geographic or political subdivision of any of them; or (b) exercising, or entitled or purporting to
exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority
or power;

“Implementation Date” means the date on which the Plan is implemented,;
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“Intercompany Claims” means all intercompany claims and indebtedness existing between (i)
any of the Remaining Aurcana Entities, and (ii) any of the Mexican Subsidiaries, or between any
of the Mexican Subsidiaries amongst themselves;

“La Negra” means the La Negra silver-copper-zinc-lead mine located in Querétaro, Mexico,
indirectly owned by Real de Maconi;

“Lender” means Orion Mine Finance (Master) Fund | L.P., as lender under the Credit Agreement;
“Lender Claims” means the Claims of the Lender in connection with the Obligations;
“Lender Released Parties” means the Lender, Newco and their respective affiliates;

“Material Adverse Change” means any change, development, effect, event, circumstance, fact or
occurrence that individually or in the aggregate with other such changes, developments, effects,
events, circumstances, facts or occurrences is or would reasonably be expected to be materially
adverse to the assets, properties, business, operations or liabilities of the Mexican Subsidiaries
except, any change, development, effect, event, circumstance, fact or occurrence resulting from or
relating to: (a) any change in generally accepted accounting principles as applied in the relevant
jurisdiction; (b) any change in currency exchange rates or commodity prices; (c) any adoption,
proposal, implementation or change in Applicable Law or any interpretation thereof by any
Governmental Entity (provided that in the case of (b) and (c) above, such conditions do not have a
materially disproportionate effect on the Mexican Subsidiaries relative to other companies in their
industry); (d) the execution, announcement or performance of the Support Agreement, the Term
Sheet, the Plan or any other related agreement and the completion of the transactions contemplated
thereby; (e) the failure, in and of itself, of any entity in the Aurcana Companies to meet any
internal or public projections, forecasts or estimates of future revenues or future earnings; (f) any
action taken by any entity in the Aurcana Companies which is contemplated in the Support
Agreement or is consented to by the Lender; or (g) any change in the market price or trading
volume of any securities of the Aurcana Companies (it being understood that the causes
underlying such change in market price or trading volume (other than those in items (a) to (f)
above) may be taken into account in determining whether a Material Adverse Change has
occurred);

“Mexican Subsidiaries” means, collectively, those of Real de Maconi, Minera La Negra, Minera
Aurcana and Perforadora Aurcana as shall be designated by the Lender in writing prior to the
Implementation Date;

“Mexican Subsidiary Shares” means the shares and/or partners interests held, either directly or
indirectly, by Aurcana of the Mexican Subsidiaries;

“Minera Aurcana” means Minera Aurcana S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Minera La Negra” means Minera La Negra S.A. de C.V., a corporation incorporated under the
laws of Mexico;

“Newco” means an entity to be incorporated by the Lender in advance of the Implementation
Date;

“Newco Consultants” means, collectively, Kevin Drover, the President and Chief Executive
Officer of Aurcana, and Salvador Huerta, the Chief Financial Officer of Aurcana;

“Newco Consulting Agreements” means the agreements to be entered into by Newco and
Aurcana, pursuant to which Aurcana shall agree to provide the Newco Consultants to provide
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services to Newco as consultants in connection with the operations of the Mexican Subsidiaries
for a total period of twelve (12) months following the Implementation Date;

(00) “Obligations” has the meaning given to such term in the Credit Agreement;
(pp) “Order” means any order of the Court in the CBCA proceedings;

(q9) “Outside Date” means December 4, 2015 (or such other date as the Aurcana Companies and the
Lender may agree);

(rr) “Perforadora Aurcana” means Perforadora Aurcana S. de R.L. de C.V., a corporation
incorporated under the laws of Mexico;

(ss) “Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an
unincorporated association, a Governmental Entity or any agency, instrumentality or political
subdivision of a Governmental Entity, or any other entity or body;

(tt) “Plan” means this plan of arrangement pursuant to Section 192 of the CBCA;

(uu) “Purchase Price” means $3,500,000, being the purchase price for the Equipment;

(w) “Real de Maconi” means Real de Maconi, S.A. de C.V., a corporation incorporated under the
laws of Mexico;

(ww)  “Released Claims” has the meaning given to such term in Section 5.1;

(xx) “Remaining Aurcana Entities” means, collectively, Aurcana or any of the Aurcana Companies
other than the Mexican Subsidiaries;

(yy) “Rio Grande” means Rio Grande Mining Company, a corporation incorporated in Nevada;
(z2) “Shafter Properties” means Shafter Properties Inc., a corporation incorporated in Texas;
(aaa)  “Silver Assets” means Silver Assets, Inc., a corporation incorporated in California;

(bbb)  “Support Agreement” means the support agreement dated as of October 15, 2015 entered into by
Aurcana, the Guarantors and the Lender;

(ccc)  “Term Sheet” means the term sheet dated as of October 15, 2015, attached as Schedule “A” to the
Support Agreement;

(ddd)  “Transaction” means the transaction contemplated by this Plan;

(eee)  “Unaffected Claimholders” means holders, whether directly or indirectly, of Unaffected Claims;
and

(fff) “Unaffected Claims” means Claims other than the Lender Claims, the Released Claims and the
Intercompany Claims.

12 Accounting Terms.
All accounting terms not otherwise defined herein shall have the meaning ascribed to them in accordance

with Canadian generally accepted accounting principles including those prescribed by the Canadian Institute of
Chartered Accountants (“GAAP”).
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Currency.
Unless otherwise stated, all monetary amounts contained herein are expressed in U.S. dollars.
Articles of Reference.

References to a specific article, section or subsection shall, unless something in the subject matter or
context is inconsistent therewith, be construed as references to that specific article, section or subsection of
this Plan, whereas the terms “this Plan”, “hereof”, “herein”, “hereto”, “hereunder” and similar expressions
shall be deemed to refer generally to this Plan and not to any particular article, section or subsection or
other portion of this Plan and include any documents supplemental hereto.

A reference to an article, section, subsection, clause or paragraph shall, unless otherwise stated, refer to an
article, section, subsection, clause or paragraph of this Plan.

Unless otherwise expressly stated herein, any reference to an instrument, agreement or an Order or an
existing document or exhibit filed or to be filed means such instrument, agreement, Order, document or
exhibit as it may have been or may be amended, modified, or supplemented in accordance with its terms.

The use of words in the singular or plural, or with a particular gender, including a definition, shall not limit
the scope or exclude the application of any provision of this Plan to such Person (or Persons) or
circumstances as the context otherwise permits.

The words “includes” and “including” and similar terms of inclusion shall not, unless expressly modified
by the words “only” or “solely”, be construed as terms of limitation, but rather shall mean “includes but is
not limited to” and “including but not limited to”, so that references to included matters shall be regarded as
illustrative without being either characterizing or exhaustive.

Unless otherwise specified, all references to time herein and in any document issued pursuant hereto mean
local time in Toronto, Ontario and any reference to an event occurring on a Business Day shall mean prior
to 5:00 p.m. on such Business Day.

Unless otherwise specified, time periods within or following which any payment is to be made or act is to
be done shall be calculated by excluding the day on which the period commences and including the day on
which the period ends.

The word “or” is not exclusive.

Interpretation Not Affected by Headings.

The division of this Plan into articles, sections, subsections, clauses and paragraphs and the insertion of a

table of contents and headings are for convenience of reference only and shall not affect the construction or
interpretation of this Plan.

1.6

Date for Any Action.

In the event that any date on which any action is required to be taken hereunder is not a Business Day, such

action shall be required to be taken on the next succeeding day which is a Business Day.

1.7

Time.

Time shall be of the essence in this Plan.
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1.8 Definitions in the CBCA.

A word or words with initial capitalized letters used herein and not defined herein but defined in the CBCA
shall have the meaning(s) ascribed thereto in the CBCA as of the date hereof unless the context otherwise requires.

1.9 Statutory References.

Except as provided herein, any reference in this Plan to a statute includes all regulations made thereunder,
all amendments to such statute or regulations in force from time to time, and any statute or regulation that
supplements or supersedes such statute or regulation.

1.10 Successors and Assigns.

This Plan shall be binding upon and shall enure to the benefit of the heirs, administrators, executors, legal
personal representatives, successors and assigns of any Person named or referred to herein, affected hereby or
subject to this Plan.

1.11 Governing Law.

This Plan shall be governed by and construed in accordance with the laws of Ontario and the federal laws
of Canada applicable therein. All questions as to the interpretation or application of this Plan and all proceedings
taken in connection with this Plan shall be subject to the exclusive jurisdiction of the Court.

ARTICLE 2
PURPOSE AND EFFECT OF THIS PLAN

2.1 Arrangement Agreement.
This Plan is made pursuant to the Arrangement Agreement.
2.2 Purpose.

The purpose of this Plan is to effect the Arrangement, pursuant to which the Obligations will be
compromised and extinguished in exchange for the Mexican Subsidiary Shares and other good and valuable
consideration as contemplated by the Support Agreement and the Term Sheet, all pursuant to this Plan to be
implemented pursuant to the CBCA, in order to allow the Aurcana Companies to retain sufficient liquidity to enable
the Aurcana Companies to continue their business as a going concern.

2.3 Effectiveness.

Subject to the satisfaction, completion or waiver (to the extent permitted pursuant to Section 6.3) of the
conditions precedent set out herein, this Plan will become effective in the sequence described in Section 4.2 from
and after the Effective Time and shall be binding on and enure to the benefit of the Aurcana Companies, the Lender,
Newco, past and present directors and officers of the Aurcana Companies, the Aurcana Released Parties, the Lender
Released Parties and all other Persons named or referred to herein, affected hereby or subject to this Plan and their
respective successors and assigns and their respective heirs, executors, administrators and other legal
representatives, successors and assigns.

2.4 Persons Not Affected.

For greater certainty, this Plan does not affect the Unaffected Claimholders with respect to and to the extent
of their Unaffected Claims. Nothing in this Plan shall affect the Aurcana Companies’ rights and defences, both legal
and equitable, with respect to any Unaffected Claims, including but not limited to all rights with respect to legal and
equitable defences or entitlements to set-offs or recoupments against such Unaffected Claims.
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ARTICLE 3
TREATMENT OF THE LENDER

3.1 Treatment of the Lender.

(D) On the Implementation Date and in accordance with the steps and transactions set forth in this Plan, all of
the Obligations shall be extinguished in consideration for the transfer by Aurcana to Newco of the Mexican
Subsidiary Shares on an “as is, where is” basis as they shall exist on the Implementation Date.

2 After giving effect to the terms of Section 3.1(1) above, the Lender shall, and shall be deemed to, have
irrevocably and finally extinguished all of its right, title and interest in and to the Obligations through the
receipt of the Mexican Subsidiary Shares, and no payment of any kind in connection with the Obligations,
including of principal, interest, default interest, any other interest of any kind, additional amounts, fees,
expenses, costs, charges, make-whole payments, penalties or any other amounts, whether imposed in
connection with a payment default, a prepayment or otherwise, shall be payable to or on behalf of the
Lender or Newco.

ARTICLE 4
IMPLEMENTATION

4.1 Corporate Authorizations.

The adoption, execution, delivery, implementation and consummation of all matters contemplated under
this Plan involving corporate action of any members of the Aurcana Companies will occur and be effective as of the
Implementation Date (or such other date as Aurcana and the Lender may agree), and will be authorized and
approved under this Plan and by the Court, where appropriate, as part of the Final Order, in all respects and for all
purposes without any requirement of further action by shareholders, directors or officers of any member of the
Aurcana Companies. All necessary approvals to take actions shall be deemed to have been obtained from the
shareholders or directors of the Aurcana Companies.

4.2 Implementation Date Transactions.

Commencing at the Effective Time, the following events or transactions will occur, or be deemed to have
occurred and be taken and effected, in the following order and at the times set out in this Section 4.2 (or in such
other manner or order or at such other time or times as the Aurcana Companies and the Lender may agree, acting
reasonably), without any further act or formality required on the part of any Person, except as may be expressly
provided herein:

©) at the Effective Time, the Aurcana Companies shall transfer to Newco all of the Mexican
Subsidiary Shares;

(b) at the Effective Time, all rights of the Aurcana Companies in and to the Mexican Subsidiary
Shares shall have been fully, finally and absolutely settled;

(© at two minutes after the Effective Time, the Aurcana Companies shall have been absolutely
released and discharged of and from all Obligations arising under the Credit Agreement;

(d) at two minutes after the Effective Time, the releases referred to in Article 5 shall become
effective; and

(e as soon as reasonably possible upon completion of the foregoing, Aurcana and Aurcana
ArrangeCo shall be amalgamated with the same effect as under Section 184 of the CBCA to form
one corporation (“Amalco”) in accordance with the following:

(i) Name: Aurcana Corporation;
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Registered Office: Suite 250 — 1090 West Georgia Street, Vancouver BC, V6E 4A2;

Restrictions on Business: None;

Avrticles: The articles of Aurcana amended prior to the Amalgamation shall be deemed to
be the articles of amalgamation of Amalco;

Number of Directors: Amalco shall have the same number of directors and same first
directors as that of Aurcana immediately prior to the Amalgamation;

Shares: All shares of Aurcana ArrangeCo shall be cancelled without any repayment of
capital in respect thereof; no shares will be issued by Amalco in connection with the
Amalgamation and all shares of Aurcana prior to the Amalgamation shall be unaffected
and continue as shares of Amalco;

Stated Capital: The stated capital account of the shares of Amalco shall be equal to the
stated capital account in respect of the Common Shares of Aurcana immediately prior to
the Amalgamation;

By-laws: The by-laws of Amalco shall be the same as those of Aurcana immediately
prior to the Amalgamation; and

Effect of Amalgamation: The provisions of Sections 186(a) to (g) of the CBCA shall
apply to the Amalgamation with the result that:

(A) the amalgamation of the amalgamating corporations and their continuance as
one corporation become effective;

(B) the property of each amalgamating corporation continues to be the property of
the amalgamated corporation;

© the amalgamated corporation continues to be liable for the obligations of each
amalgamating corporation;

(D) an existing cause of action, claim or liability to prosecution is unaffected,;

(E) a civil, criminal or administrative action or proceeding pending by or against an
amalgamating corporation may be continued to be prosecuted by or against the
amalgamated corporation;

(F) a conviction against, or ruling, order or judgment in favour of or against, an
amalgamating corporation may be enforced by or against the amalgamated
corporation; and

(G) the articles of amalgamation are deemed to be the articles of incorporation of the
amalgamated corporation and the certificate of amalgamation is deemed to be
the certificate of incorporation of the amalgamated corporation.

4.3 Payment in Full before Implementation.

The Aurcana Companies shall at all times have the right to pay, in cash, all Obligations at any time prior to
implementation of the Transaction.
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ARTICLES
RELEASES

5.1 Release of Aurcana Released Parties.

On the Implementation Date, each of the Lender (in its capacity as lender and shareholder of Aurcana),
Newco, the Mexican Subsidiaries, and their respective affiliates and present and former direct and indirect
shareholders and limited partners shall and shall be deemed to forever irrevocably release and discharge the Aurcana
Released Parties, and each of the Aurcana Released Parties’ respective present and former officers, directors,
employees, auditors, advisors (including, without limitation, financial advisors), legal counsel and agents from any
and all present and future demands, claims, liabilities, actions, causes of action, counterclaims, suits, damages,
judgments, executions, debts, sums of money, expenses, accounts, indebtedness, liens, recoveries, and obligations of
whatever nature (whether direct or indirect, known or unknown, absolute or contingent, accrued or unaccrued,
liquidated or unliquidated, matured or unmatured or due or not yet due) based in whole or in part on any act or
omission, transaction, dealing or other occurrence existing or taking place on or prior to the Implementation Date
(the “Released Claims”), including without limitation in connection with the Aurcana Released Parties, the business
and affairs of the Aurcana Released Parties whenever or however conducted, the administration and/or management
of the Aurcana Released Parties, any document, instrument, matter or transaction involving the Aurcana Released
Parties, the Credit Agreement, the Loan Documents (as defined in the Credit Agreement) and the Obligations.

5.2 Release of the Lender Released Parties.

On the Implementation Date, each of the Remaining Aurcana Entities and Aurcana ArrangeCo shall and
shall be deemed to forever irrevocably release and discharge each of the Lender Released Parties and each of the
Lender Released Parties’ respective present and former officers, directors, employees, auditors, advisors (including,
without limitation, financial advisors), legal counsel and agents from any and all Released Claims, including without
limitation in connection with the Aurcana Released Parties, the business and affairs of the Aurcana Released Parties
whenever or however conducted, the administration and/or management of the Aurcana Released Parties, any
document, instrument, matter or transaction involving the Aurcana Released Parties, the Credit Agreement, the Loan
Documents (as defined in the Credit Agreement) and the Obligations.

5.3 Intercompany Claims.
Unless transferred as directed by the Lender in writing in advance of the Implementation Date, all
Intercompany Claims shall be deemed satisfied in full and forever irrevocably released and discharged on the

Implementation Date.

ARTICLE 6
COURT SANCTION, CONDITIONS PRECEDENT AND IMPLEMENTATION

6.1 Application for a Final Order.

Aurcana shall apply for the Final Order on the date set for the hearing for the Final Order or such later date
as the Court may set.

6.2 Conditions Precedent.

The implementation of the Plan shall be conditional upon the fulfilment, satisfaction or waiver (in
accordance with Section 6.3) by the Aurcana Companies and/or the Lender of the following conditions precedent:

@) the Arrangement Agreement shall have been entered into and become effective, and shall not have
been terminated in accordance with its terms;

(b) the Lender shall have voted to approve the Arrangement consistent with its obligations under the
Support Agreement;
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the Plan shall have been approved by the Court in a form consistent with the Support Agreement
or otherwise acceptable to Aurcana and the Lender, each acting reasonably;

the Implementation Date shall have occurred no later than the Outside Date;

the Aurcana Companies shall have taken all necessary or desirable corporate actions and
proceedings in connection with this Plan;

no Applicable Law shall have been passed and become effective, the effect of which makes the
consummation of this Plan illegal or otherwise prohibited;

all required stakeholder, regulatory and Court approvals, consents, waivers and filings shall have
been obtained or made, as applicable, on terms satisfactory to the Aurcana Companies and the
Lender, each acting reasonably;

all documents necessary to give effect to all material provisions of the Plan shall have been
executed and/or delivered by all relevant Persons in form and substance satisfactory to Aurcana
and the Lenders;

there shall not be in effect any preliminary or final decision, order or decree by a Governmental
Entity, no application shall have been made to any Governmental Entity, and no action or
investigation shall have been announced, threatened or commenced by any Governmental Entity,
in consequence of or in connection with the Transaction that restrains, impedes or prohibits (or if
granted would reasonably be expected to restrain, impede or inhibit), the Transaction or any part
thereof or requires or purports to require a variation of the Transaction;

the Support Agreement shall not have been terminated in accordance with its terms;

the Aurcana Companies and the Lender shall each have complied with their obligations under the
Support Agreement;

all conditions set out in the Support Agreement, including the Term Sheet, shall have been
satisfied or waived by the applicable parties pursuant to the terms of the Support Agreement or
Term Sheet, as applicable;

Newco shall have entered into a joinder agreement to the Support Agreement;

Newco shall have assumed from the Remaining Aurcana Entities the contractual obligations and
the contractual rights of the Remaining Aurcana Entities relating to, arising from, or in connection
with La Negra that will be set out on a schedule to be agreed among Aurcana and Newco, and to
the extent that any contract counterparty’s consent for any such assumption and assignment is
required, such consent shall have been obtained, including to the extent that any such consent is
required to avoid triggering any change of control provision;

all matters set out in the Term Sheet under the headings Definitive Documents and Other
Approvals and Conditions shall have been completed:;

there shall have been no Material Adverse Change;
all Intercompany Claims shall either be transferred as may be directed by the Lender in writing in
advance of the Implementation Date, or shall be deemed satisfied in full, in either case as agreed

by the Lender and Aurcana, each acting reasonably;

Newco shall have purchased the Equipment on an “as is, where is” basis as it shall exist on the
Implementation Date, for the Purchase Price (excluding the $1,000,000 portion of the Purchase
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Price to be paid on April 30, 2016) that shall have been paid in accordance with the Term Sheet to
Aurcana ArrangeCo or Aurcana as Aurcana Arrangeco may direct;

(s) the Newco Consulting Agreements shall have been agreed to and entered into;

® Aurcana shall obtain, if not already obtained, and maintain in good standing directors’ and
officers’ insurance coverage for the Newco Consultants (or any replacements provided by Newco
pursuant to the terms and conditions agreed to by Newco and Aurcana) in respect of their
respective capacities for Aurcana, and will enter into, if not already entered into, and maintain
indemnification agreements with the Newco Consultants, in a form satisfactory to Aurcana and the
Lender, acting reasonably, in respect of their respective capacities for Aurcana;

(v) the Articles of Arrangement shall have been filed pursuant to Section 192 of the CBCA in form
and substances satisfactory to the Lender, acting reasonably; and

(v) the Director shall have issued the Certificate.
6.3 Waiver of Conditions.

Aurcana and the Lender may at any time and from time to time waive the fulfillment or satisfaction, in
whole or in part, of the conditions set out herein, to the extent and on such terms as such parties may agree to in
writing.

6.4 Implementation Provisions.
If the conditions contained in Section 6.2 are not satisfied or waived in accordance with Section 6.3 by the

Outside Date, unless the Aurcana Companies and the Lender agree in writing to extend such period, this Plan and
the Final Order shall cease to have any further force or effect and will not be binding on any Person.

ARTICLE 7
GENERAL
7.1 Binding Effect.
At the Effective Time:
@) the Plan will become effective;
(b) the treatment of (i) the Aurcana Companies, (ii) the Lender and (iii) Newco shall be final and

binding for all purposes and shall enure to the benefit of the Aurcana Companies, the Lender and
Newco, all Aurcana Released Parties, past and present directors or officers of the Aurcana
Companies, the Lender Released Parties and all other Persons and parties named or referred to
herein, affected hereby or subject to this Plan and their respective heirs, executors, administrators,
legal representatives, successors and assigns;

(c) all rights of the Aurcana Companies in and to the Mexican Subsidiary Shares shall have been
fully, finally and absolutely settled, and the Aurcana Companies shall have been absolutely
released and discharged of and from all Obligations arising under the Credit Agreement;

(d) the Lender shall be deemed to have consented and agreed to all of the provisions of this Plan in its
entirety;
(e) the Lender shall be deemed to have executed and delivered to the Aurcana Companies all

consents, releases, assignments and waivers, statutory or otherwise, required to implement and
carry out this Plan in its entirety; and
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j] all consents, releases, assignments and waivers, statutory or otherwise, required to implement and
carry out this Plan in its entirety shall be deemed to have been executed and delivered to the
Aurcana Companies.

7.2 Waiver of Defaults based on the Arrangement.

From and after the Effective Time, all Persons shall be deemed to have waived any and all defaults or
events of default of any member of the Aurcana Companies then existing or previously committed by any of them,
or caused by any of them, any of the provisions in this Plan or steps contemplated in this Plan, or non-compliance
with any covenant, warranty, representation, term, provision, condition or obligation, expressed or implied, in any
contract, instrument, credit document, lease, licence, guarantee, agreement for sale or other agreement, written or
oral, in each case relating to, arising out of, or in connection with any Support Agreement, the Arrangement, the
Arrangement Agreement, this Plan, the Transaction contemplated hereunder and any proceedings commenced with
respect to or in connection with this Plan, and any and all amendments or supplements thereto, and any and all
notices of default and demands for payment or any step or proceeding taken or commenced in connection therewith
under any of the foregoing shall be deemed to have been rescinded and of no further force or effect, provided that
nothing shall be deemed to excuse any member of the Aurcana Companies and their respective successors from
performing its obligations under this Plan.

7.3 Deeming Provisions.
In this Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.
7.4 Non-Consummation.

If the Implementation Date does not occur by the Outside Date, (a) this Plan shall be null and void in all
respects, and (b) nothing contained in this Plan, and no acts taken in preparation for consummation of this Plan, shall
(i) constitute or be deemed to constitute a waiver or release of any Claims by or against any of the Aurcana
Companies or their respective successors or any other Person; (ii) prejudice in any manner the rights of the Aurcana
Companies, their respective successors or any other Person in any further proceedings involving the Aurcana
Companies or their respective successors; or (iii) constitute an admission of any sort by the Aurcana Companies,
their respective successors or any other Person.

7.5 Amendment.

@ Subject to the prior consent of the Lender, the Aurcana Companies reserve the right, at any time and from
time to time, to amend, restate, modify and/or supplement this Plan, provided that any such amendment,
restatement, modification or supplement must be contained in a written document which is filed with the
Court and, to the extent that any such amendment substantively affects any Person other than the Lender,
approved by the Court.

2 Notwithstanding Section 7.5(1), any amendment, restatement, modification or supplement may be made by
the Aurcana Companies to this Plan at any time and from time to time with the consent of the Lender and
without requiring filing with, or approval of, the Court, provided that it concerns a matter which is of an
administrative nature and is required to better give effect to the implementation of this Plan and the Final
Order or to cure any errors, omissions or ambiguities.

3 Any amended, restated, modified or supplementary plan or plans of arrangement and reorganization filed
with the Court and, if required by this Section 7.5, approved by the Court with the prior consent of the
Lender, shall, for all purposes, be and be deemed to be a part of and incorporated in this Plan.

7.6 Severability of Plan Provisions.
If, prior to the Effective Time, any term or provision of this Plan is held by the Court to be invalid, void or

unenforceable, at the request of any member of the Aurcana Companies, made with the consent of the Lender, the
Court shall have the power to either (a) sever such term or provision from the balance of this Plan and provide the
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Aurcana Companies and the Lender with the option to proceed with the implementation of the balance of this Plan
as of and with effect from the Effective Time, or (b) alter and interpret such term or provision to make it valid or
enforceable to the maximum extent practicable, consistent with the original purpose of the term or provision held to
be invalid, void or unenforceable, and such term or provision shall then be applicable as altered or interpreted,
provided that the Lender has approved such alteration or interpretation. Notwithstanding any such holding, alteration
or interpretation, and provided that this Plan is implemented, the remainder of the terms and provisions of this Plan
shall remain in full force and effect and shall in no way be affected, impaired or invalidated by such holding,
alteration or interpretation.

7.7 Paramountcy.

From and after the Implementation Date, any conflict between this Plan and the covenants, warranties,
representations, terms, conditions, provisions or obligations, expressed or implied, of any contract, mortgage,
security agreement, indenture, trust indenture, loan agreement, commitment letter, by-laws or other agreement,
written or oral, and any and all amendments or supplements thereto existing between the Lender and any of the
Aurcana Companies as at the Implementation Date shall be deemed to be governed by the terms, conditions and
provisions of this Plan and the Final Order, which shall take precedence and priority.

7.8 Notices.

Any notices or communications to be made or given hereunder shall be in writing and shall reflect this Plan
and may, subject as hereinafter provided, be made or given by the Person making or giving it or by any agent of
such Person authorized for that purpose by personal delivery, ordinary mail, email or by facsimile addressed to the
respective parties as follows:

0] if to any member of the Aurcana Companies:

Aurcana Corporation

1090 West Georgia Street, Suite 250
Vancouver, BC V6E 3V7

Canada

Attention: Chief Executive Officer
Facsimile No.:  604.633.9179

with a required copy (which shall not be deemed notice) to:
Goodmans LLP

333 Bay Street, Suite 3400
Toronto, ON M5H 2S7

Canada
Attention: Robert J. Chadwick / Brendan O’Neill
Email: rchadwick@goodmans.ca / boneill@goodmans.ca

Facsimile No.:  416.979.1234
(i) if to Orion or to Newco:

Orion Mine Finance (Master) Fund I LP
c/o MUFG Fund Services Limited

26 Burnaby Street, Hamilton

HM 11

Bermuda
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with a required copy (which shall not be deemed notice) to:
Orion Resource Partners

1211 Avenue of the Americas
New York, NY 10036

US.A

Attention: Limor Nissan, Chief Operating Officer and General Counsel
Email: Inissan@orionresourcepartners.com

and to:

Norton Rose Fulbright Canada LLP
Royal Bank Plaza, South Tower

200 Bay Street, Suite 3800, P.O. Box 84
Toronto, ON M5J 274

Canada
Attention: Geoffrey Gilbert / Evan Cobb
Email: geoffrey.gilbert@nortonrosefulbright.com/

evan.cobb@nortonrosefulbright.com

or to such other address as any party may from time to time notify the others in accordance with this Section 7.8.
Any such communication so given or made shall be deemed to have been given or made and to have been received
on the day of delivery if delivered, or on the day of faxing or emailing, provided that such day in either event is a
Business Day and the communication is so delivered, faxed, emailed or sent before 5:00 p.m. on such day.
Otherwise, such communication shall be deemed to have been given and made and to have been received on the
next following Business Day.

7.9 Further Assurances.

Notwithstanding that the Transaction shall occur and be deemed to occur in the order set out herein without
any other additional act or formality, each of the Persons named or referred to herein, affected hereby or subject to,
this Plan shall make, do and execute, or cause to be made, done and executed all such further acts, deeds,
agreements, transfers, assurances, instruments or documents as may reasonably be required to accomplish the
purpose of the Plan or to assure other parties the benefits of this Plan.

6505892
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Court File No. CV-15-11157-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE o ) WEEKDAYFRIDAY, THE # 13TH
)
JUSTICE . ) DAY OF MONTHNOVEMBER, 26¥R2015

IN THE MATTER OF an-apphicationundersection192-of the Canada Business

Corporations—Aet;RSC—985—e—C-44—as—amended;AN_APPLICATION
UNDER SECTION 192 OF THE CANADA BUSINESS CORPORATIONS

ACT, R.S.C. 1985, C. C-44, AS AMENDED, AND RULES 14.052) AND
14.05(3) OF THE RULES OF CIVIL PROCEDURE

\ND IN-THE MATTER OF Rule 14.05(2) of the Rifes o Civil-P l
AND IN THE MATTER OF apropesed-arrangementof ABC-COMPANY

Hrvelvire—its—shareholders—and—XYZ—COMPANYHA  PROPOSED
ARRANGEMENT OF AURCANA CORPORATION AND 9490248

CANADA CORPORATION AND INVOLVING SILVER ASSETS, INC.,
CANE SILVER INC., PERFORADORA AURCANA S. DE R.L. DE C.V.,
MINERA AURCANA S.A. DE C.V., RIO GRANDE MINING COMPANY,
SHAFTER PROPERTIES INC., MINERA LA NEGRA, S.A. DE C.V. AND
REAL DE MACONI, S.A. DE C.V.

AURCANA CORPORATION AND 9490248 CANADA CORPORATION

Applicants

ORDER

THIS APPLICATION made by Aurcana Corporation (“Aurcana”) and 9490248 Canada
Corporation (collectively, the Applicant ABC-Company--ABE ‘Applicants”) pursuant to section

192 of the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended; (the “CBCA”),

for an Order approving the Plan of Arrangement dated October 30, 2015, attached to this Order as

Schedule “A” (the “Plan”), was heard this day at 330 University Avenue, Toronto, Ontario.
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ON READING the Notice of Application issued on ———26—October 30, 2015, the

affidavit of ——swerr——20——thesupplementaryathdavitof—sworaA———

20—Kevin Drover sworn October 30, 2015, together with the exhibits thereto, and-theInterim

Order-of the Honourable Justice——dated———-20—and

ON HEARING the submissions of counsel for ABC-and-counselfor X¥YZ-Companythe
Applicants and Orion Mine Finance (Master) Fund I L.P., in its capacity as the Lender under the

amended and restated credit facility agreement dated April 29, 2014 between Aurcana, the Lender

and the guarantors thereto, and on being advised that the Director appointed under the CBCA does
not consider it necessary to appear on this application, no-one appearing for any other person,
including any shareholder of ABCthe Applicants, and having determined that the Arrangement, as
described in the Plan—ef-Asrangement attached as Schedule “A” to this erderOrder, is an
arrangement for the purposes of section 192 of the CBCA and is fair and reasonable in accordance

with the requirements of that section,

1. THIS COURT ORDERS that the-Asrangement;—as—desertbedall capitalized terms not
otherwise defined herein shall be as defined in the Plan-ef-Arrangement-attached-as-Schedule A"
to-this-erdershal-be-and-tshereby-approved—.

2. THIS COURT ORDERS that the Arrangement, as described in the Plan attached as

Schedule “A” to this Order, is an arrangement within the meaning of section 192 of the CBCA and

1s fair and reasonable.

3. THIS COURT ORDERS that the Arrangement, as described in the Plan attached as

Schedule “A” to this Order, shall be and is hereby approved, subject to and in accordance with the

terms of this Order.
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4. THIS COURT ORDERS that the Applicants and the Lender are authorized to take all
steps and actions necessary or appropriate to implement the Arrangement and the transactions
contemplated thereby in accordance with and subject to the terms of the Arrangement (including to
enter into any agreements or other documents which are to come into effect in connection with the

Arrangement).

5. THIS COURT ORDERS that as of the Implementation Date, the Plan and all associated
steps, transactions, arrangements, discharges and releases are approved, binding and effective as
therein set out, and on the terms and conditions set forth in this Order, upon the Applicants, the

Lender, Newco and all other Persons affected by the Plan or this Order.

6. THIS COURT ORDERS that the transactions contemplated by and to be implemented
pursuant to the Plan, shall not be void or voidable under federal or provincial law and shall not
constitute and shall not be deemed to be settlements, preferences, assignments, fraudulent
conveyances, transfers at undervalue, or other reviewable transactions under any applicable
federal or provincial legislation relating to preferences, settlements, assignments, fraudulent

conveyances or transfers at undervalue.

1. THIS COURT ORDERS that from and after the Implementation Date, all Persons shall
be deemed to have waived any and all defaults or events of default of any member of the Aurcana
Companies then existing or previously committed by any of them or caused by any of them, any of
the provisions of the Plan or steps contemplated in the Plan, or non-compliance with any covenant,
warranty, representation, term, provision, condition or obligation, expressed or implied, in any
contract, instrument, credit document, lease, licence, guarantee, agreement for sale or other

agreement, written or oral, in each case relating to, arising out of, or in connection with the Support
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Agreement, the Arrangement, the Arrangement Agreement, the Plan, the transactions
contemplated thereunder and any proceedings commenced with respect to or in connection with
the Plan, and any and all amendments or supplements thereto, and any and all notices of default
and demands for payment or any step or proceeding taken or commenced in connection therewith
under any of the foregoing shall be deemed to have been rescinded and of no further force or
effect, provided that nothing in this paragraph shall be deemed to excuse any member of the

Aurcana Companies and their respective successors from performing its obligations under the

Plan.

8. 2-THIS COURT ORDERS that the AppheantApplicants shall be entitled to seek leave to
vary this erderOrder upon such terms and upon giving such notice as this eeurtCourt may direct, to
seek the advice and directions of this eeurtCourt as to the implementation of this erderOrder, and

to apply for such further order or orders as may be appropriate.

9. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or Mexico, to
give effect to this Order and to assist the Applicants and their respective agents in carrying out the
terms of this Order. All courts, tribunals, regulatory and administrative bodies are hereby
respectfully requested to make such orders and to provide such assistance to the Applicants as may
be necessary or desirable to give effect to this Order or to assist the Applicants and their respective

agents in carrying out the terms of this Order.
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SCHEDULE A

PLAN OF ARRANGEMENT
UNDER SECTION 192 OF THE
CANADA BUSINESS CORPORATIONS ACT

REPRODUCEPEAN-OFARRANGEMENT]

6504333
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	Plan of Arrangement.pdf
	Article 1  INTERPRETATION
	1.1 Definitions.
	(a) “Applicable Law” means any law, statute, order, decree, judgment, rule, regulation, ordinance or other pronouncement having the effect of law whether in Canada, the United States or any other country, or any domestic or foreign state, county, prov...
	(b) “Amalgamation” means the amalgamation of Aurcana and Aurcana ArrangeCo to form Amalco pursuant to this Plan;
	(c) “Amalco” has the meaning given to such term in Section 4.2;
	(d) “Aurcana” means Aurcana Corporation;
	(e) “Aurcana Companies” means Aurcana and all of its direct or indirect subsidiaries in existence at this time or from time to time, including Silver Assets, Rio Grande, Shafter, Cane Silver, Cane Insurance, Real de Maconi, Minera La Negra, Minera Aur...
	(f)  “Arrangement” means the arrangement under Section 192 of the CBCA, on the terms and subject to the conditions set forth in this Plan;
	(g) “Arrangement Agreement” means the arrangement agreement dated October 30, 2015 between Aurcana, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Perforadora Aurcana, Minera Aurcana, Minera La Negra, Real de Maconi, Aurcana ArrangeCo and...
	(h) “Articles of Arrangement” means the articles of arrangement of Aurcana in respect of the Arrangement that are required to be filed with the Director after the Final Order is made in order for the Arrangement to become effective on the Implementati...
	(i) “Aurcana ArrangeCo” means 9490248 Canada Corporation, a corporation incorporated under the laws of Canada;
	(j)  “Aurcana Released Parties” means Aurcana and all of its direct and indirect subsidiaries, including Aurcana ArrangeCo, other than the Mexican Subsidiaries;
	(k) “Business Day” means any day, other than a Saturday or a Sunday or a statutory or civic holiday, that banks are open for business in Toronto, Ontario, Vancouver, British Columbia and New York, New York;
	(l) “Cane Insurance” means Cane Insurance Company Limited, a corporation incorporated under the laws of Barbados;
	(m) “Cane Silver” means Cane Silver Inc., a corporation incorporated under the laws of Barbados;
	(n) “CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended;
	(o) “Certificate” means the certificate of arrangement to be issued by the Director giving effect to this Plan;
	(p) “Claim” means any right or claim of any Person that may be asserted or made in whole or in part against any member of the Aurcana Companies, in any capacity, whether or not asserted or made, in connection with any indebtedness, liability or obliga...
	(q) “Credit Agreement” means the amended and restated credit facility agreement dated April 29, 2014 entered into by Aurcana, the Lender and each of the Guarantors (as the same may have been and may further be amended, restated, modified or varied fro...
	(r) “Common Shares” means the common shares in the capital of Aurcana;
	(s) “Court” means the Ontario Superior Court of Justice (Commercial List);
	(t) “Director” means the Director appointed under Section 260 of the CBCA;
	(u) “Effective Time” means the time on the Implementation Date that the Transaction is implemented;
	(v) “Equipment” means certain equipment of Aurcana and/or certain of the Guarantors, as set out in the list attached as Schedule A to the Term Sheet;
	(w) “Final Order” means the Order of the Court approving the Plan;
	(x) “GAAP” has the meaning given to such term in Section 1.2;
	(y) “Guarantors” means, collectively, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Real de Maconi, Minera Aurcana, Minera La Negra and Perforadora Aurcana, as guarantors under the Credit Agreement;
	(z) “Governmental Entity” means any government, regulatory authority, governmental department, agency, commission, bureau, official, minister, crown corporation, court body, board, tribunal or dispute settlement panel or other law, rule or regulation-...
	(aa) “Implementation Date” means the date on which the Plan is implemented;
	(bb) “Intercompany Claims” means all intercompany claims and indebtedness existing between (i) any of the Remaining Aurcana Entities, and (ii) any of the Mexican Subsidiaries, or between any of the Mexican Subsidiaries amongst themselves;
	(cc) “La Negra” means the La Negra silver-copper-zinc-lead mine located in Querétaro, Mexico, indirectly owned by Real de Maconi;
	(dd) “Lender” means Orion Mine Finance (Master) Fund I L.P., as lender under the Credit Agreement;
	(ee) “Lender Claims” means the Claims of the Lender in connection with the Obligations;
	(ff) “Lender Released Parties” means the Lender, Newco and their respective affiliates;
	(gg) “Material Adverse Change” means any change, development, effect, event, circumstance, fact or occurrence that individually or in the aggregate with other such changes, developments, effects, events, circumstances, facts or occurrences is or would...
	(hh) “Mexican Subsidiaries” means, collectively, those of Real de Maconi, Minera La Negra, Minera Aurcana and Perforadora Aurcana as shall be designated by the Lender in writing prior to the Implementation Date;
	(ii) “Mexican Subsidiary Shares” means the shares and/or partners interests held, either directly or indirectly, by Aurcana of the Mexican Subsidiaries;
	(jj) “Minera Aurcana” means Minera Aurcana S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(kk) “Minera La Negra” means Minera La Negra S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(ll) “Newco” means an entity to be incorporated by the Lender in advance of the Implementation Date;
	(mm) “Newco Consultants” means, collectively, Kevin Drover, the President and Chief Executive Officer of Aurcana, and Salvador Huerta, the Chief Financial Officer of Aurcana;
	(nn) “Newco Consulting Agreements” means the agreements to be entered into by Newco and Aurcana, pursuant to which Aurcana shall agree to provide the Newco Consultants to provide services to Newco as consultants in connection with the operations of th...
	(oo) “Obligations” has the meaning given to such term in the Credit Agreement;
	(pp) “Order” means any order of the Court in the CBCA proceedings;
	(qq) “Outside Date” means December 4, 2015 (or such other date as the Aurcana Companies and the Lender may agree);
	(rr) “Perforadora Aurcana” means Perforadora Aurcana S. de R.L. de C.V., a corporation incorporated under the laws of Mexico;
	(ss) “Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an unincorporated association, a Governmental Entity or any agency, instrumentality or political subdivision of a Governmental Entity, or any other ...
	(tt) “Plan” means this plan of arrangement pursuant to Section 192 of the CBCA;
	(uu) “Purchase Price” means $3,500,000, being the purchase price for the Equipment;
	(vv) “Real de Maconi” means Real de Maconi, S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(ww) “Released Claims” has the meaning given to such term in Section 5.1;
	(xx) “Remaining Aurcana Entities” means, collectively, Aurcana or any of the Aurcana Companies other than the Mexican Subsidiaries;
	(yy) “Rio Grande” means Rio Grande Mining Company, a corporation incorporated in Nevada;
	(zz) “Shafter Properties” means Shafter Properties Inc., a corporation incorporated in Texas;
	(aaa) “Silver Assets” means Silver Assets, Inc., a corporation incorporated in California;
	(bbb) “Support Agreement” means the support agreement dated as of October 15, 2015 entered into by Aurcana, the Guarantors and the Lender;
	(ccc) “Term Sheet” means the term sheet dated as of October 15, 2015, attached as Schedule “A” to the Support Agreement;
	(ddd) “Transaction” means the transaction contemplated by this Plan;
	(eee) “Unaffected Claimholders” means holders, whether directly or indirectly, of Unaffected Claims; and
	(fff) “Unaffected Claims” means Claims other than the Lender Claims, the Released Claims and the Intercompany Claims.

	1.2 Accounting Terms.
	1.3 Currency.
	1.4 Articles of Reference.
	(1) References to a specific article, section or subsection shall, unless something in the subject matter or context is inconsistent therewith, be construed as references to that specific article, section or subsection of this Plan, whereas the terms ...
	(2) A reference to an article, section, subsection, clause or paragraph shall, unless otherwise stated, refer to an article, section, subsection, clause or paragraph of this Plan.
	(3) Unless otherwise expressly stated herein, any reference to an instrument, agreement or an Order or an existing document or exhibit filed or to be filed means such instrument, agreement, Order, document or exhibit as it may have been or may be amen...
	(4) The use of words in the singular or plural, or with a particular gender, including a definition, shall not limit the scope or exclude the application of any provision of this Plan to such Person (or Persons) or circumstances as the context otherwi...
	(5) The words “includes” and “including” and similar terms of inclusion shall not, unless expressly modified by the words “only” or “solely”, be construed as terms of limitation, but rather shall mean “includes but is not limited to” and “including bu...
	(6) Unless otherwise specified, all references to time herein and in any document issued pursuant hereto mean local time in Toronto, Ontario and any reference to an event occurring on a Business Day shall mean prior to 5:00 p.m. on such Business Day.
	(7) Unless otherwise specified, time periods within or following which any payment is to be made or act is to be done shall be calculated by excluding the day on which the period commences and including the day on which the period ends.
	(8) The word “or” is not exclusive.

	1.5 Interpretation Not Affected by Headings.
	1.6 Date for Any Action.
	1.7 Time.
	1.8 Definitions in the CBCA.
	1.9 Statutory References.
	1.10 Successors and Assigns.
	1.11 Governing Law.

	Article 2  PURPOSE AND EFFECT OF THIS PLAN
	2.1 Arrangement Agreement.
	2.2 Purpose.
	2.3 Effectiveness.
	2.4 Persons Not Affected.

	Article 3  TREATMENT OF THE LENDER
	3.1 Treatment of the Lender.
	(1) On the Implementation Date and in accordance with the steps and transactions set forth in this Plan, all of the Obligations shall be extinguished in consideration for the transfer by Aurcana to Newco of the Mexican Subsidiary Shares on an “as is, ...
	(2) After giving effect to the terms of Section 3.1(1) above, the Lender shall, and shall be deemed to, have irrevocably and finally extinguished all of its right, title and interest in and to the Obligations through the receipt of the Mexican Subsidi...


	Article 4  IMPLEMENTATION
	4.1 Corporate Authorizations.
	4.2 Implementation Date Transactions.
	(a) at the Effective Time, the Aurcana Companies shall transfer to Newco all of the Mexican Subsidiary Shares;
	(b) at the Effective Time, all rights of the Aurcana Companies in and to the Mexican Subsidiary Shares shall have been fully, finally and absolutely settled;
	(c) at two minutes after the Effective Time, the Aurcana Companies shall have been absolutely released and discharged of and from all Obligations arising under the Credit Agreement;
	(d) at two minutes after the Effective Time, the releases referred to in Article 5 shall become effective; and
	(e) as soon as reasonably possible upon completion of the foregoing, Aurcana and Aurcana ArrangeCo shall be amalgamated with the same effect as under Section 184 of the CBCA to form one corporation (“Amalco”) in accordance with the following:
	(i) Name: Aurcana Corporation;
	(ii) Registered Office: Suite 250 – 1090 West Georgia Street, Vancouver BC, V6E 4A2;
	(iii) Restrictions on Business: None;
	(iv) Articles: The articles of Aurcana amended prior to the Amalgamation shall be deemed to be the articles of amalgamation of Amalco;
	(v) Number of Directors: Amalco shall have the same number of directors and same first directors as that of Aurcana immediately prior to the Amalgamation;
	(vi) Shares: All shares of Aurcana ArrangeCo shall be cancelled without any repayment of capital in respect thereof; no shares will be issued by Amalco in connection with the Amalgamation and all shares of Aurcana prior to the Amalgamation shall be un...
	(vii) Stated Capital: The stated capital account of the shares of Amalco shall be equal to the stated capital account in respect of the Common Shares of Aurcana immediately prior to the Amalgamation;
	(viii) By-laws: The by-laws of Amalco shall be the same as those of Aurcana immediately prior to the Amalgamation; and
	(ix) Effect of Amalgamation: The provisions of Sections 186(a) to (g) of the CBCA shall apply to the Amalgamation with the result that:
	(A) the amalgamation of the amalgamating corporations and their continuance as one corporation become effective;
	(B) the property of each amalgamating corporation continues to be the property of the amalgamated corporation;
	(C) the amalgamated corporation continues to be liable for the obligations of each amalgamating corporation;
	(D) an existing cause of action, claim or liability to prosecution is unaffected;
	(E) a civil, criminal or administrative action or proceeding pending by or against an amalgamating corporation may be continued to be prosecuted by or against the amalgamated corporation;
	(F) a conviction against, or ruling, order or judgment in favour of or against, an amalgamating corporation may be enforced by or against the amalgamated corporation; and
	(G) the articles of amalgamation are deemed to be the articles of incorporation of the amalgamated corporation and the certificate of amalgamation is deemed to be the certificate of incorporation of the amalgamated corporation.



	4.3 Payment in Full before Implementation.

	Article 5  RELEASES
	5.1 Release of Aurcana Released Parties.
	5.2 Release of the Lender Released Parties.
	5.3 Intercompany Claims.

	Article 6  COURT SANCTION, CONDITIONS PRECEDENT AND IMPLEMENTATION
	6.1 Application for a Final Order.
	6.2 Conditions Precedent.
	(a) the Arrangement Agreement shall have been entered into and become effective, and shall not have been terminated in accordance with its terms;
	(b) the Lender shall have voted to approve the Arrangement consistent with its obligations under the Support Agreement;
	(c) the Plan shall have been approved by the Court in a form consistent with the Support Agreement or otherwise acceptable to Aurcana and the Lender, each acting reasonably;
	(d) the Implementation Date shall have occurred no later than the Outside Date;
	(e) the Aurcana Companies shall have taken all necessary or desirable corporate actions and proceedings in connection with this Plan;
	(f) no Applicable Law shall have been passed and become effective, the effect of which makes the consummation of this Plan illegal or otherwise prohibited;
	(g) all required stakeholder, regulatory and Court approvals, consents, waivers and filings shall have been obtained or made, as applicable, on terms satisfactory to the Aurcana Companies and the Lender, each acting reasonably;
	(h) all documents necessary to give effect to all material provisions of the Plan shall have been executed and/or delivered by all relevant Persons in form and substance satisfactory to Aurcana and the Lenders;
	(i) there shall not be in effect any preliminary or final decision, order or decree by a Governmental Entity, no application shall have been made to any Governmental Entity, and no action or investigation shall have been announced, threatened or comme...
	(j) the Support Agreement shall not have been terminated in accordance with its terms;
	(k) the Aurcana Companies and the Lender shall each have complied with their obligations under the Support Agreement;
	(l) all conditions set out in the Support Agreement, including the Term Sheet, shall have been satisfied or waived by the applicable parties pursuant to the terms of the Support Agreement or Term Sheet, as applicable;
	(m) Newco shall have entered into a joinder agreement to the Support Agreement;
	(n) Newco shall have assumed from the Remaining Aurcana Entities the contractual obligations and the contractual rights of the Remaining Aurcana Entities relating to, arising from, or in connection with La Negra that will be set out on a schedule to b...
	(o) all matters set out in the Term Sheet under the headings Definitive Documents and Other Approvals and Conditions shall have been completed;
	(p) there shall have been no Material Adverse Change;
	(q) all Intercompany Claims shall either be transferred as may be directed by the Lender in writing in advance of the Implementation Date, or shall be deemed satisfied in full, in either case as agreed by the Lender and Aurcana, each acting reasonably;
	(r) Newco shall have purchased the Equipment on an “as is, where is” basis as it shall exist on the Implementation Date, for the Purchase Price (excluding the $1,000,000 portion of the Purchase Price to be paid on April 30, 2016) that shall have been ...
	(s) the Newco Consulting Agreements shall have been agreed to and entered into;
	(t) Aurcana shall obtain, if not already obtained, and maintain in good standing directors’ and officers’ insurance coverage for the Newco Consultants (or any replacements provided by Newco pursuant to the terms and conditions agreed to by Newco and A...
	(u) the Articles of Arrangement shall have been filed pursuant to Section 192 of the CBCA in form and substances satisfactory to the Lender, acting reasonably; and
	(v) the Director shall have issued the Certificate.

	6.3 Waiver of Conditions.
	6.4 Implementation Provisions.

	Article 7  GENERAL
	7.1 Binding Effect.
	(a) the Plan will become effective;
	(b) the treatment of (i) the Aurcana Companies, (ii) the Lender and (iii) Newco shall be final and binding for all purposes and shall enure to the benefit of the Aurcana Companies, the Lender and Newco, all Aurcana Released Parties, past and present d...
	(c) all rights of the Aurcana Companies in and to the Mexican Subsidiary Shares shall have been fully, finally and absolutely settled, and the Aurcana Companies shall have been absolutely released and discharged of and from all Obligations arising und...
	(d) the Lender shall be deemed to have consented and agreed to all of the provisions of this Plan in its entirety;
	(e) the Lender shall be deemed to have executed and delivered to the Aurcana Companies all consents, releases, assignments and waivers, statutory or otherwise, required to implement and carry out this Plan in its entirety; and
	(f) all consents, releases, assignments and waivers, statutory or otherwise, required to implement and carry out this Plan in its entirety shall be deemed to have been executed and delivered to the Aurcana Companies.

	7.2 Waiver of Defaults based on the Arrangement.
	7.3 Deeming Provisions.
	7.4 Non-Consummation.
	7.5 Amendment.
	(1) Subject to the prior consent of the Lender, the Aurcana Companies reserve the right, at any time and from time to time, to amend, restate, modify and/or supplement this Plan, provided that any such amendment, restatement, modification or supplemen...
	(2) Notwithstanding Section 7.5(1), any amendment, restatement, modification or supplement may be made by the Aurcana Companies to this Plan at any time and from time to time with the consent of the Lender and without requiring filing with, or approva...
	(3) Any amended, restated, modified or supplementary plan or plans of arrangement and reorganization filed with the Court and, if required by this Section 7.5, approved by the Court with the prior consent of the Lender, shall, for all purposes, be and...

	7.6 Severability of Plan Provisions.
	7.7 Paramountcy.
	7.8 Notices.
	(i) if to any member of the Aurcana Companies:
	(ii) if to Orion or to Newco:

	7.9 Further Assurances.
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	GOODMANS-#6504333-v7-Aurcana_-_Final_Order_Plan_of_Arrangement.pdf
	1. THIS COURT ORDERS that all capitalized terms not otherwise defined herein shall be as defined in the Plan.
	2. THIS COURT ORDERS that the Arrangement, as described in the Plan attached as Schedule “A” to this Order, is an arrangement within the meaning of section 192 of the CBCA and is fair and reasonable.
	3. THIS COURT ORDERS that the Arrangement, as described in the Plan attached as Schedule “A” to this Order, shall be and is hereby approved, subject to and in accordance with the terms of this Order.
	4. THIS COURT ORDERS that the Applicants and the Lender are authorized to take all steps and actions necessary or appropriate to implement the Arrangement and the transactions contemplated thereby in accordance with and subject to the terms of the Arr...
	5. THIS COURT ORDERS that as of the Implementation Date, the Plan and all associated steps, transactions, arrangements, discharges and releases are approved, binding and effective as therein set out, and on the terms and conditions set forth in this O...
	6. THIS COURT ORDERS that the transactions contemplated by and to be implemented pursuant to the Plan, shall not be void or voidable under federal or provincial law and shall not constitute and shall not be deemed to be settlements, preferences, assig...
	7. THIS COURT ORDERS that from and after the Implementation Date, all Persons shall be deemed to have waived any and all defaults or events of default of any member of the Aurcana Companies then existing or previously committed by any of them or cause...
	8. THIS COURT ORDERS that the Applicants shall be entitled to seek leave to vary this Order upon such terms and upon giving such notice as this Court may direct, to seek the advice and directions of this Court as to the implementation of this Order, a...
	9. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, regulatory or administrative body having jurisdiction in Canada, the United States or Mexico, to give effect to this Order and to assist the Applicants and their respective ...

	Affidavit of K Drover - To be Sworn.pdf
	GOODMANS-#6507530-v7-A_-_Affidavit_of_Kevin_Drover.pdf
	1. I am the President and CEO of Aurcana Corporation (the “Company” or “Aurcana”, and together with all of its subsidiaries, the “Aurcana Companies”), a Canadian mining, exploration and mineral development company.  I was appointed as President and CE...
	2. I have more than 40 years of domestic and international experience in mining industry operations, process re-engineering, project development and corporate management with both developing and producing companies in Peru, Nicaragua, Costa Rica, Russ...
	3. I swear this affidavit in support of an application by the Applicants pursuant to sections 192(3) and 192(4) of the Canada Business Corporations Act, R.S.C. 1985, C. c-44, as amended (the “CBCA”), for a final order in substantially the form attache...
	4. The application is scheduled to be heard on November 13, 2015 and, if approved, the Arrangement is expected to be completed on or before December 4, 2015, in accordance with the timeline established under a Support Agreement dated October 15, 2015 ...
	5. The purpose of the Arrangement is to give effect to a restructuring transaction that will eliminate all of the Company’s senior secured debt obligations under the amended and restated credit facility agreement dated April 29, 2014 (as amended, the ...
	6. I have been actively involved in the sales process that preceded the proposed restructuring transaction and in the discussions and negotiations with the Lender regarding the proposed restructuring transaction that is the subject of the Arrangement....
	I. Overview
	7. As a result of the significant and prolonged decline in the prices of silver and base metals since 2013, Aurcana has experienced a significant reduction in earnings that is threatening its ability to continue as a going concern.
	8. In particular, despite several extensions and waivers that have been granted by the Lender, the Company has not been able to produce sufficient cash flow at its key operating mine – La Negra – to meet its obligations under the Credit Agreement, whi...
	9. As of October 15, 2015, the principal amount outstanding under the Credit Agreement (including the Additional Advance discussed below) is $38,741,516, and interest in the amount of $588,924 for the months of August, September and October 2015 is al...
	10. On October 15, 2015, the Aurcana Companies entered into the Support Agreement with the Lender for a restructuring of the Company’s secured debt obligations under the Credit Agreement pursuant to the restructuring term sheet attached to the Support...
	11. As a result of the Restructuring Transaction:
	(a) $38.7 million of secured debt due and in default under the Credit Agreement will be eliminated and exchanged for the shares of the Mexican Subsidiaries;
	(b) Aurcana’s annual interest expense will be reduced by approximately $2.3 million;
	(c) Aurcana will retain all of its other assets, including the Shafter mine;
	(d) Aurcana’s shareholders will retain their existing common shares with no dilution; and
	(e) Aurcana will continue as a going concern without disruption.

	12. The Restructuring Transaction will allow the Company to retire all of its secured debt due under the Credit Agreement and to emerge with sufficient working capital (including on account of the approximately $4 million of new capital to be realized...
	13. The Support Agreement with the Lender provides that the Restructuring Transaction is to be implemented by way of a plan of arrangement under the Canada Business Corporations Act (the “Plan of Arrangement”).  Implementation of the Plan of Arrangeme...
	14. Under the terms of the Support Agreement with the Lender, the Restructuring Transaction is to be approved and implemented in accordance with the following timeline:
	(a) commencement of court proceedings to implement the Plan of Arrangement by October 30, 2015;
	(b) court approval of the Plan of Arrangement by November 13, 2015; and
	(c) implementation of the Plan of Arrangement by December 4, 2015.

	15. In the event that any of these deadlines is not met by the Company, the Lender will have the right to terminate the Support Agreement and pursue its rights as the secured creditor under the Credit Agreement, which is in default and is secured by s...
	16. As discussed in greater detail below, the Restructuring Transaction is the result of an extensive exploration of strategic and remedial alternatives undertaken by Aurcana with the assistance of its advisors and overseen by its Board of Directors s...
	(a) the successful negotiation of an amendment to the Original Credit Agreement (as defined below) in April 2014 that reduced the principal amount then owing under the Credit Agreement by over $10 million;
	(b) the successful negotiation of offtake agreements with the Lender in April 2014 in respect of 100% of the copper, zinc and lead concentrates (which also have silver content) produced at La Negra for the period from January 1, 2017 to December 31, 2...
	(c) the successful negotiation of waivers of certain prior defaults under the Credit Agreement with the Lender;
	(d) the successful negotiation of extensions for the payment of principal and interest due under the Credit Agreement with the Lender, all of which have now expired;
	(e) extensive operational initiatives to reduce costs and increase production in an effort to produce sufficient cash flow to meet the Company’s obligations under the Credit Agreement, which have not been sufficient; and
	(f) an extensive search for strategic alternatives through a sales process run by BMO Capital Markets, which did not result in any executable transactions.

	17. Aurcana’s management, Board of Directors and a Special Independent Committee of the Board of Directors (the “Special Independent Committee”)1F  have considered all available alternatives, the results of the strategic review and sales process run b...
	18. Unlike other potential outcomes, the Restructuring Transaction will preserve assets and value for the Company and its shareholders and allow for the continued operation of the business as a going concern.  Aurcana’s management, Board of Directors ...
	19. If the Restructuring Transaction is not implemented pursuant to the Arrangement and in accordance with the timeline set forth in the Support Agreement, the Lender will likely enforce on its security and/or the Company will commence proceedings und...
	20. As discussed in greater detail below, the Company has put in place an extensive information and notice program to ensure that shareholders have had sufficient time and information to consider the proposed Restructuring Transaction in connection wi...
	(a) Following the execution of the Support Agreement on October 15, 2015, the Company issued a news release on the morning of October 16, 2015, a copy of which is attached hereto as Exhibit “B”, that set out the key elements of the Restructuring Trans...
	(b) On October 19, 2015, Aurcana issued a letter to its shareholders, a copy of which is attached hereto as Exhibit “C”, providing further details concerning the Restructuring Transaction and the Arrangement, and again advising shareholders that the A...
	(c) On October 19, 2015, the Company also issued a news release, a copy of which is attached hereto as Exhibit “D”, announcing that it would hold an investor conference call on October 21, 2015 to provide additional detail to shareholders concerning t...
	(d) The investor conference call was held on October 21, 2015, the purpose of which was for management of Aurcana to provide further detail to shareholders concerning the Restructuring Transaction and address questions received to date from shareholde...
	all as also described in this my Affidavit.
	(e) Today, the Company issued a further news release, a copy of which is attached hereto as Exhibit “E”, advising shareholders that the Company will be commencing the CBCA proceedings today and providing shareholders with details of the time and locat...
	(f) The Company chose this timeline in order to provide its shareholders with a further period of time during which to consider the Arrangement and determine whether any such shareholder wishes to appear at the within hearing.

	21. The Applicants believe that they have duly given shareholders appropriate time, notice and information regarding the Arrangement and the process for court approval of the Arrangement, within with the deadlines established under the Support Agreeme...

	II. background regarding aurcana
	(a) Overview of the Aurcana Business
	22. Aurcana is a Canadian company engaged in the business of mining, exploration and development of mineral properties (the “Aurcana Business”).  The principal focus of Aurcana is the operation and development of mineral properties, primarily silver o...
	23. The Aurcana Companies currently have two mine sites: the La Negra mine located in the state of Querétaro, Mexico (“La Negra”) and the Shafter Silver property in Presidio County, Texas (“Shafter”).
	(i) La Negra Overview
	24. La Negra is a silver, lead, zinc and copper mine owned by Aurcana’s subsidiary, Real de Maconi, S.A. de C.V. (“Real de Maconi”).  La Negra is located 180 kilometers north of Mexico City in an established mining district that has the support of the...
	25. Aurcana acquired a 92% interest in Real de Maconi in 2007 and increased its interest to 99.86% in 2012.  La Negra is the sole revenue-producing asset of the Aurcana Companies and approximately 39% of the revenue generated by La Negra is attributab...
	26. Since 2014, in response to declining metals prices, Aurcana and Real de Maconi have been focusing on reducing costs, improving productivity and efficiency, and improving grade estimation practices and control at La Negra.

	(ii) Shafter Project Overview
	27. Shafter is a pure-silver project owned by Aurcana’s wholly-owned subsidiary, Silver Assets, Inc. (“Silver Assets”), and is located in a historic mining district in southwest Texas.  The site has excellent infrastructure, with year-round access via...
	28. Aurcana acquired Shafter from Silver Standard Resources in 2008 and commenced redevelopment of the underground access to the mine as well as the construction of mill and mine facilities.
	29. Shafter was put on care and maintenance in December 2013 in part due to declining silver prices and uncertainty surrounding the mineral resources.  The site is therefore not currently revenue-producing.
	30. Aurcana’s active mining of the Shafter mine from November 2011 to December 2013 took place in and around the Presidio Mine, which was previously mined from 1883 to 1942.  Due to historical mining, the remaining ore body had lower than anticipated ...


	(b) Corporate Structure
	31. A corporate organizational chart showing the corporate structure of the Aurcana Companies is attached hereto as Exhibit “F”.
	(i) Aurcana
	32. Aurcana is the corporate parent of the Aurcana Companies.  The Company is an established Canadian mineral resource company with its history dating back to 1917, when it was incorporated under the laws of Ontario under the name “Cane Silver Mines L...
	33. In 1998, Aurcana was continued under the CBCA with the name “Aurcana Corporation”.
	34. Aurcana is a reporting issuer in Ontario, Alberta and British Columbia and is registered to do business in Ontario and British Columbia.
	35. The common shares of Aurcana (the “Common Shares”) are publicly listed on the TSX Venture Exchange (the “TSXV”) under the trading symbol “AUN”.
	36. Aurcana is headquartered in Vancouver, British Columbia and the legal and registered office of Aurcana is located at Suite 250 – 1090 West Georgia Street, Vancouver, British Columbia, V6E 3V7.

	(ii) Aurcana ArrangeCo
	37. Aurcana ArrangeCo is a holding company incorporated under the CBCA that has no liabilities and carries on no business, except in connection with the Arrangement.  The legal and registered office of Aurcana ArrangeCo is located at Goodmans LLP’s of...

	(iii) Aurcana’s Subsidiaries
	38. As illustrated in the corporate organizational chart attached hereto as Exhibit “F”, Aurcana owns 100% of the shares in Silver Assets, which owns and operates Shafter, as well as Cane Silver Inc. (“Cane Silver”) and Cane Insurance Company Limited,...
	39. As discussed, Aurcana also owns 99.86% of Real de Maconi, the other 0.14% of which is owned by Reyna Mining and Engineering S.A. de C.V. (“Reyna”) and an individual named José Antonio Berlanga Balderas.  Aurcana and Real de Maconi hold and share i...
	40. Aurcana also owns 100% of the shares in Aurcana ArrangeCo.


	(c) Capital Structure – Common Shares and Credit Agreement
	41. Aurcana’s capital structure consists of the Common Shares, discussed above, and the Credit Agreement.
	(i) The Credit Agreement
	42. On September 19, 2013, MF2 Investment Holding Company 1 (Cayman) Limited (the “Former Lender”), an affiliate of the Lender, entered into a credit facility agreement (the “Original Credit Agreement”) with Aurcana as the borrower, and each of Silver...
	43. Following the assignment by the Former Lender of all of the Former Lender’s rights and obligations pursuant to the Original Credit Agreement to the Lender, Aurcana and the Lender entered into the Credit Agreement on April 29, 2014 to, among other ...
	44. Concurrently with the execution of the Credit Agreement, Aurcana entered into offtake agreements with the Lender in respect of 100% of the copper, zinc and lead concentrates (which also have silver content) produced at La Negra for the period from...
	45. Each of the Guarantors guaranteed the obligations of Aurcana under the Credit Agreement.
	46. The repayment of the amounts owed under the Credit Agreement is secured by:
	(a) a general security interest granted by Aurcana over all or substantially all of its assets, including a pledge of all of the shares of Silver Assets by Aurcana;
	(b) a first lien security interest granted by Silver Assets over all or substantially all of its assets, including a pledge of all of the shares of Rio Grande by Silver Assets;
	(c) a first lien security interest granted by Rio Grande over all or substantially all of its assets, including a pledge of all of the shares of Shafter Properties by Rio Grande;
	(d) a first lien security interest granted by Shafter Properties over all or substantially all of its assets; and
	(e) a security interest granted by each of the Mexican subsidiaries over all or substantially all of their assets, including a pledge of all of the shares and bank accounts of each Mexican Subsidiary.

	47. In July 2014, the Lender agreed to defer Aurcana’s payment of principal and interest for July 31, August 31 and September 30 of that year and amortize these amounts over the remainder of the loan commencing in October 2014.  Since that time, the A...
	(a) on March 31, 2015, the Aurcana Loan Parties and the Lender entered into a Waiver agreement, pursuant to which the Lender waived certain defaults under the Credit Agreement, and agreed that the principal payments due in the months of January 2015, ...
	(b) on June 1, 2015, the Lender confirmed that the First Waiver Amounts and the principal amounts for April 2015 and May 2015 (together with the First Waiver Amounts, the “Second Waiver Amounts”) would be due and payable on June 30, 2015; and
	(c) on July 30, 2015, the Lender confirmed that the Second Waiver Amounts and the principal amounts due for June 2015 and July 2015 (together with the Second Waiver Amounts, the “Third Waiver Amounts”) would be due and payable on August 31, 2015.


	(ii) Current Status of the Credit Agreement
	48. The Company was not able to pay, and did not pay, the Third Waiver Amounts due and payable on August 31, 2015, and is in default under the Credit Agreement.  As of October 15, 2015, the principal amount outstanding under the Credit Agreement (incl...
	49. As discussed, the Lender holds a security interest over substantially all of the assets of the Company and its subsidiaries, including both the La Negra and Shafter mines.  Accordingly, as a result of Aurcana’s default under the Credit Agreement, ...
	50. The indebtedness under the Credit Agreement represents 100% of the Company’s secured debt obligations, and the Company does not have any other term or revolver debt, secured or unsecured.



	III. Background to the Arrangement and THE RESTRUCTURING Transaction
	(a) Decline in the Prices of Metals
	51. Aurcana operates in a cyclical industry, such that its cash flow levels correlate to market prices for the commodities that it mines.  The significant decreases in the prices of silver and copper since 2013 have been the root cause of the Company’...
	52. As a result of the weakening in metal prices, Aurcana has experienced significant reductions in earnings since the year ending December 31, 2012.  The Company anticipates that the metals prices will remain under pressure through the remainder of 2...
	53. Aurcana adapted to the difficult metals markets by focusing on reducing operating costs and increasing efficiencies at La Negra.  Aurcana reported on August 14, 2015 that it had reduced production costs by 26% per ounce on a silver equivalent basi...

	(b) Sales Process
	54. In response to the financial challenges experienced by the Company as a result of the decline in metals prices, Aurcana engaged BMO Capital Markets in March 2013 to assist in reviewing and considering potential strategic alternatives.  This explor...
	55. The Sales Process began with BMO Capital Markets and management of Aurcana assessing strategic alternatives and preparing for the Sales Process.  BMO Capital Markets then initiated the process of contacting parties on behalf of Aurcana to gauge in...
	56. BMO Capital Markets contacted 48 parties on behalf of Aurcana, communicating Aurcana’s investment opportunity and providing interested parties with a teaser document regarding the possible sale or investment transaction.  Of the parties contacted,...
	57. Aurcana invited 5 parties to Phase II of the Sales Process.  The second phase involved more extensive due diligence, management presentations and detailed discussions between Aurcana, the interested parties and their respective advisors.  The seco...
	58. In November 2014, metals traded down to the lowest level in five years.
	59. In December 2014, the Company released a new technical report that lowered prior estimates of metal resources at La Negra.
	60. Thereafter, no binding offers were submitted at the completion of the second phase of the Sales Process in mid-December 2014.
	61. In September 2015, BMO Capital Markets carried out a re-solicitation process in respect of the four interested parties who had progressed to the second phase of the Sales Process and conducted site visits at La Negra.  Two of the parties were not ...

	(c) Further Negotiations with the Lender
	62. In addition to the Sales Process, Aurcana continued negotiations with the Lender in respect of a potential restructuring of the indebtedness owing under the Credit Agreement.  These negotiations led to the execution of the Waivers, which have now ...

	(d) Term Sheet
	63. As discussed above, the numerous waivers and extensions granted by the Lender have now expired, and the Company is again in default under the Credit Agreement, and the Lender is in a position to enforce its security over all of the assets of the A...
	64. However, following further negotiations with the Lender, each of the Aurcana Loan Parties and the Lender entered into a term sheet on October 15, 2015 setting out the terms for the proposed Restructuring Transaction (the “Term Sheet”).
	65. The Term Sheet, a copy of which is attached hereto as Exhibit “A”, and is appended to the Support Agreement as Schedule “A”, provides, subject to the terms and conditions set out therein, for, inter alia:
	(a) the extinguishment of the indebtedness under the Credit Agreement (including in respect of the Additional Advance) in exchange for the transfer of the Mexican Subsidiary Shares to Newco;
	(b) all intercompany claims and indebtedness existing between (i) any of the Aurcana Loan Parties other than the Mexican Subsidiaries, and (ii) any of the Mexican Subsidiaries, or between any of the Mexican Subsidiaries amongst themselves, shall eithe...
	(c) Newco shall purchase certain additional equipment from Aurcana and certain of the Guarantors for the purchase price of $3,500,000, payable in two installments with an upfront payment of $2,500,000 on the date the Transaction is implemented and $1,...
	(d) payments by Newco of USD$40,000 per month for a total period of 12 months following the completion of the Transaction, in connection with the provision of certain consulting services by certain specified officers of Aurcana to Newco in connection ...

	66. Aurcana retains the right under the Term Sheet and the Support Agreement to pay all amounts outstanding under the Credit Agreement at any time prior to the implementation of the Restructuring Transaction, should it become able to do so.
	67. On October 15, 2015, the Aurcana Loan Parties and the Lender also entered into a Second Amendment to the Amended and Restated Loan Agreement (the “Second Amendment”), pursuant to which the Lender agreed to provide an additional $2,500,000 to Aurca...

	(e) Support Agreement
	68. On October 15, 2015, in connection with the Term Sheet, each of the Aurcana Loan Parties and the Lender also entered into the Support Agreement.
	69. The Support Agreement, a copy of which is attached hereto as Exhibit “A”, requires that the Restructuring Transaction be implemented by way of a CBCA plan of arrangement in accordance with the following timeline:
	(a) Initiation of Proceedings – the initiation of these proceedings by no later than October 30, 2015;
	(b) Approval of the Plan of Arrangement – the approval of the Plan of Arrangement by the court by no later than November 13, 2015; and
	(c) Transaction Implementation – the implementation of the Plan of Arrangement by no later than December 4, 2015.

	70. Pursuant to the Support Agreement, the Lender has agreed to support the completion of the Restructuring Transaction, the Arrangement, the Plan of Arrangement and any other action that could reasonably be expected to facilitate the Restructuring Tr...


	IV. Description of the Arrangement
	(a) Effect of the Arrangement
	(i) Effect of the Arrangement on the Lender
	71. Pursuant to the Arrangement, all of the debt obligations under the Credit Agreement (including the Additional Advance) and the Guarantees will be fully and finally settled and extinguished by the transfer to Newco of the shares held by Aurcana in ...

	(ii) Unaffected Obligations
	72. Other than the outstanding indebtedness under the Credit Agreement, and the La Negra Obligations, any other obligations and indebtedness of the Aurcana Companies are not affected by or involved in the Arrangement.  Trade debt and obligations to em...
	73. In addition, the Arrangement does not affect the Common Shares of the Company, which will continue to be held by the existing shareholders of Aurcana, and does not result in any dilution to the shareholders.


	(b) Steps of the Arrangement
	74. The specific steps of the Arrangement (which forms part of the overall Transaction) are set out in section 4.2 of the Plan of Arrangement.  If approved, the Plan of Arrangement will become effective and be binding on the Aurcana Companies, the Len...
	75. Pursuant to the Plan of Arrangement, on the Effective Date, all of the outstanding obligations under the Credit Agreement and the Guarantees will be irrevocably and finally settled and extinguished.  As of the Effective Date, the capital structure...
	76. On the Effective Date, Aurcana and Aurcana ArrangeCo will be amalgamated into Aurcana.

	(c) Process for the Arrangement
	77. Prior to entering into the Restructuring Transaction, the Company obtained numerous extensions and waivers from the Lender.  In addition, the Company carried out the extensive Sales Process to determine if any other transactions were available for...
	78. Accordingly, the Company entered into the Support Agreement with the Lender on October 15, 2015, which it announced in a news release issued on the morning of October 16, 2015.  A copy of the Company’s news release dated October 16, 2015 is attach...
	(a) set out the key elements of the Restructuring Transaction and informed stakeholders of the Company’s intention to implement the Restructuring Transaction pursuant to a Plan of Arrangement to be approved by the court pursuant to the CBCA;
	(b) announced that Aurcana’s shareholders would retain their existing shareholdings in the Company following completion of the Restructuring Transaction, and that as part of the Plan of Arrangement to be submitted to the court, there would be no share...
	(c) announced that the Company intended to proceed with the application for court approval of the proposed Plan of Arrangement in the second week of November 2015.

	79. On October 19, 2015, the Company issued a letter to its shareholders providing additional detail concerning the Restructuring Transaction, a copy of which posted on the Company’s website.  A copy of the Company’s letter to shareholders dated Octob...
	80. On October 19, 2015, the Company also issued a news release announcing that it would hold an investor conference call on October 21, 2015 to provide additional detail to shareholders concerning the Restructuring Transaction.  A copy of the Company...
	81. The investor conference call (the “Investor Call”) was held on October 21, 2015 with over 20 participants.  I chaired the Investor Call and provided additional information to the participants concerning:
	(a) the events that led up to the Restructuring Transaction;
	(b) the details of the Restructuring Transaction;
	(c) the process that the Company followed in developing the transaction;
	(d) the process that the Company will follow in the coming weeks for court approval of the transaction; and
	(e) the Company’s search for alternative transactions,
	all as described in this my Affidavit.  An audio play-back of the investor call is available for two weeks, until November 4, 2015, pursuant to play-back instructions set out in the Company’s October 19, 2015 news release.

	82. On October 23, 2015, a redacted copy of the Support Agreement, which appends the Term Sheet, was filed on SEDAR.  A copy of the redacted version of the Support Agreement filed on SEDAR is attached hereto as Exhibit “A”.
	83. This morning, the Company issued a news release announcing that it would be commencing the CBCA proceedings today and providing further details concerning the court process for approval of the Arrangement, including the details of the time and loc...


	V. RELIEF REQUESTED AND PROPOSED FINAL ORDER
	84. Aurcana respectfully requests that this Court grant the Final Order, a draft of which is attached at Tab “3” to the within Application Record.
	(a) Arrangement within the Meaning of s. 192 of the CBCA
	85. The purpose of the Arrangement is to effect the Restructuring Transaction, which will exchange all of the Company’s debt obligations owing to the Lender under the Credit Agreement for the Mexican Subsidiary Shares held by Aurcana, and result in Au...
	86. I am advised by counsel to Aurcana and verily believe that, as CBCA corporations, Aurcana and Aurcana ArrangeCo are permitted to avail themselves of the provisions of section 192 of the CBCA, and are therefore permitted to apply to the Court under...

	(b) Solvency Requirement
	87. As discussed above, Aurcana has not paid certain amounts due and owing under the Credit Agreement.  Although the current realizable value of Aurcana’s assets appears not to exceed the aggregate of its liabilities and stated capital, upon completio...
	(a) all of Aurcana’s debt obligations under the Credit Agreement will be extinguished, resulting in Aurcana becoming a company free of senior secured debt;
	(b) Aurcana will receive additional funding through the non-core Asset Sales and monthly payments on the Services Agreements that form part of the Restructuring Transaction; and
	(c) Aurcana will, as a result of the Restructuring Transaction and the Arrangement, have sufficient working capital to meet its near-term obligations.2F

	88. Accordingly, upon implementation of the Plan of Arrangement, Aurcana will be solvent because:
	(a) Aurcana will not be unable to pay its liabilities as they become due; and
	(b) the realizable value of the assets of Aurcana will not be less than the aggregate of its liabilities and stated capital.

	89. In addition, Aurcana ArrangeCo has no liabilities and is solvent – now, at the time of the hearing for the Final Order and following implementation of the Arrangement.

	(c) Practicability Requirement
	90. The Arrangement is to be effected in accordance with a number of steps that are to occur in the order set out in the Plan of Arrangement, and in a manner that is advantageous to Aurcana and its stakeholders.
	91. Aurcana has elected to proceed by way of statutory plan of arrangement under section 192 of the CBCA as the most efficient, practicable and advantageous means of completing the Restructuring Transaction for Aurcana and its stakeholders.

	(d) Notice to the Director
	92. I am informed by counsel to Aurcana that, in accordance with section 192(5) of the CBCA, the CBCA Director has been given notice of the within application and was provided with advance, draft copies of the Applicants’ application materials.
	93. The CBCA Director has advised Aurcana’s counsel that the CBCA Director does not intend to appear at the hearing for the within application.

	(e) Support for the Restructuring Transaction
	(i) CBCA Fairness Opinions from Primary Capital
	94. Primary Capital Inc. (“Primary Capital”) has provided the Special Independent Committee with an opinion that as of October 15, 2015, and based upon and subject to the various considerations set forth in the opinion, the Restructuring Transaction i...
	95. Primary Capital has also provided the Special Independent Committee with an opinion that as of October 15, 2015, and based upon and subject to the various considerations set forth in the opinion, the shareholders of the Company would be in a bette...
	96. A statement of Primary Capital’s qualifications is attached hereto as Exhibit “M”.

	(ii) Approval of the Transaction and the Arrangement by the Board of Directors
	97. The Board of Directors established the Special Independent Committee, which, following detailed discussions with legal and financial advisors, approved and recommended the Arrangement and the proposed Restructuring Transaction to the Board of Dire...
	98. The Special Independent Committee and the Board of Directors unanimously approved the Arrangement.  In coming to their decision, the Board of Directors and the Special Independent Committee considered the opinions provided by Primary Capital and v...
	(a) the challenges that the Company has faced for the past number of years, including liquidity challenges and the volatility of metals prices;
	(b) the various alternatives that Aurcana has explored to address its financial situation over an extended period of time, including the Sales Process and extensive discussions and negotiations with the Lender;
	(c) the Company’s default under the Credit Agreement and the ability of the Lender to enforce on its security absent implementation of the Restructuring Transaction;
	(d) the Company’s lack of capital and funds to repay its obligations under the Credit Agreement;
	(e) the fact that the Support Agreement and Term Sheet have been heavily negotiated by the Company, the Lender and their respective advisors;
	(f) the elimination of all of the debt obligations under the Credit Agreement and the Guarantees that will result from the successful implementation of the Arrangement;
	(g) the ability of the Company to continue with the necessary working capital to meet its near-term obligations and continue as a going concern, following the implementation of the Arrangement; and
	(h) the consequences to the Company and its stakeholders, including particularly its shareholders, of a failure to implement the Restructuring Transaction and the Arrangement.

	99. Following consideration of all of the foregoing factors, the Board of Directors and the Special Independent Committee unanimously determined that the Arrangement is the optimal alternative available in the circumstances, and voted to approve the A...

	(iii) Stakeholder Support
	100. The Lender is the Company’s sole lender under the Credit Agreement.  The Lender is fully supportive of the Restructuring Transaction and has executed the Support Agreement in connection therewith, pursuant to which it has also agreed not to enfor...
	101. The circumstances facing the Company and the timeline agreed to pursuant to the Support Agreement do not afford the Company the time to, among other things, call a meeting of its shareholders, prepare an information circular and conduct a shareho...
	102. In my view, the Company has explored all potential strategic alternatives, including conducting the comprehensive Sales Process which did not ultimately result in any formal offers for purchase of or investment in the Company.  The results of the...

	(iv) Discussions with the TSXV
	103. As discussed above, Aurcana is listed on the TSXV.
	104. I am advised by counsel that the TSXV rules provide that where a company listed on the TSXV proposes to sell over 50% of its assets, a shareholder vote is generally required, unless a waiver is obtained from the TSXV.
	105. On October 15, 2015, counsel and I spoke with representatives of the TSXV and informed them of the matters surrounding the Company and the proposed Restructuring Transaction and that, based on such matters and under the circumstances, the Company...
	106. Following this discussion, the TSXV representatives advised the Company that, based on the circumstances and the proposal to obtain court approval of the Arrangement, the TSXV did not require a shareholder vote in respect of the Restructuring Tra...

	(v) Notice to Shareholders
	107. As discussed above, following the execution of the Support Agreement and the Second Amendment on October 15, 2015, the Company issued a news release announcing the Restructuring Transaction and Second Amendment.  The news release, a copy of which...
	108. In addition, on October 19, 2015, Aurcana issued a letter to its shareholders, a copy of which is attached hereto as Exhibit “C”, that was posted on the Company’s website, further detailing the Restructuring Transaction and the Arrangement, and a...
	109. On October 19, 2015, the Company also issued a news release, a copy of which is attached hereto as Exhibit “D”, announcing that it would hold the Investor Call on October 21, 2015 to provide additional detail to shareholders concerning the Restru...
	110. The Investor Call was held by teleconference on October 21, 2015, the purpose of which was for management of Aurcana to provide further detail to shareholders concerning the Restructuring Transaction and address questions received to date from sh...
	(a) the events that led up to the Restructuring Transaction;
	(b) the details of the Restructuring Transaction;
	(c) the process that the Company followed in developing the transaction;
	(d) the process that the Company will follow in the coming weeks for court approval of the transaction; and
	(e) the Company’s search for alternative transactions,
	all as described in this my Affidavit.

	111. As announced to shareholders on October 15, 2015, the Company is now filing this application for court approval of the Restructuring Transaction and the Arrangement, returnable to the court on November 13, 2015, which has also been communicated t...
	112. The Company has chosen this timeline in order to provide its shareholders with a further period of time during which to consider the Arrangement and determine whether any such shareholder wishes to appear at the within hearing.
	113. The Applicants believe that they have duly given shareholders appropriate time, notice and information regarding the Arrangement and the process for court approval of the Arrangement pursuant to section 192 of the CBCA, in accordance with the dea...



	VI. Conclusion
	114. The Applicants believe that the Arrangement and the Restructuring Transaction are the best alternatives available to the Aurcana Companies and their stakeholders in the circumstances, and the only executable alternative or transaction available t...
	115. Absent implementation of the Arrangement, the Lender will be in a position to enforce on all of its security to the detriment of the Company’s shareholders.  The Board of Directors and the Special Independent Committee have therefore, with the as...
	116. Accordingly, I swear this affidavit in support of the Applicants’ application for approval of the Arrangement.


	Arrangement Agreement - Executed Version.pdf
	ARRANGEMENT AGREEMENT
	Article 1  interpretation
	1.1 Definitions.
	(a) “Agreement” means this arrangement agreement;
	(b) “Applicable Law” means any law, statute, order, decree, judgment, rule, regulation, ordinance or other pronouncement having the effect of law whether in Canada, the United States or any other country, or any domestic or foreign state, county, prov...
	(c) “Arrangement” means the arrangement under Section 192 of the CBCA, on the terms and subject to the conditions set forth in the Plan;
	(d) “Articles of Arrangement” means the articles of arrangement of Aurcana in respect of the Plan that are required by the CBCA to be filed with the Director after the Final Order is made in order for the Plan to become effective;
	(e) “Aurcana” means Aurcana Corporation;
	(f) “Aurcana ArrangeCo” means 9490248 Canada Corporation, a corporation incorporated under the laws of Canada;
	(g) “Aurcana Companies” means Aurcana and all of its direct or indirect subsidiaries in existence at this time or from time to time, including Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Cane Insurance, Real de Maconi, Minera La Negra,...
	(h) “Business Day” means any day, other than a Saturday or a Sunday or a statutory or civic holiday, that banks are open for business in Toronto, Ontario, Vancouver, British Columbia and New York, New York;
	(i) “Cane Insurance” means Cane Insurance Company Limited, a corporation incorporated under the laws of Barbados;
	(j) “Cane Silver” means Cane Silver Inc., a corporation incorporated under the laws of Barbados;
	(k) “CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended;
	(l) “Certificate” means the certificate of arrangement to be issued by the Director giving effect to the Plan;
	(m) “Credit Agreement” means the amended and restated credit facility agreement dated April 29, 2014 entered into by Aurcana, the Lender and each of the Guarantors (as the same may have been and may further be amended, restated, modified or varied fro...
	(n) “Court” means the Ontario Superior Court of Justice (Commercial List);
	(o) “Director” means the Director appointed under Section 260 of the CBCA;
	(p) “Effective Time” means the time on the Implementation Date that the Plan is implemented;
	(q) “Final Order” means the Order of the Court approving the Plan;
	(r) “GAAP” has the meaning given to such term in Section 1.2;
	(s) “Guarantors” means, collectively, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Real de Maconi, Minera Aurcana, Minera La Negra and Perforadora Aurcana, as guarantors under the Credit Agreement;
	(t) “Governmental Entity” means any government, regulatory authority, governmental department, agency, commission, bureau, official, minister, crown corporation, court body, board, tribunal or dispute settlement panel or other law, rule or regulation-...
	(u) “Implementation Date” means the date on which the Plan is implemented;
	(v) “Lender” means Orion Mine Finance (Master) Fund I L.P., as lender under the Credit Agreement;
	(w) “Mexican Subsidiaries” means, collectively, those of Real de Maconi, Minera La Negra, Minera Aurcana and Perforadora Aurcana as shall be designated by the Lender in writing prior to the Implementation Date;
	(x) “Minera Aurcana” means Minera Aurcana S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(y) “Minera La Negra” means Minera La Negra S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(z) “Newco” means an entity to be incorporated by the Lender in advance of the Implementation Date;
	(aa) “Obligations” has the meaning given to such term in the Credit Agreement;
	(bb) “Order” means any order of the Court in the CBCA proceedings;
	(cc) “Outside Date” means December 4, 2015 (or such other date as the Aurcana Companies and the Lender may agree);
	(dd) “Parties” means, collectively, Aurcana, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Perforadora Aurcana, Minera Aurcana, Minera La Negra, Real de Maconi, Aurcana ArrangeCo and the Lender, and “Party” shall mean any one of the Part...
	(ee) “Perforadora Aurcana” means Perforadora Aurcana S. de R.L. de C.V., a corporation incorporated under the laws of Mexico;
	(ff) “Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an unincorporated association, a Governmental Entity or any agency, instrumentality or political subdivision of a Governmental Entity, or any other ...
	(gg) “Plan” means the plan of arrangement pursuant to Section 192 of the CBCA, attached hereto as Schedule “A”;
	(hh) “Real de Maconi” means Real de Maconi, S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(ii) “Rio Grande” means Rio Grande Mining Company, a corporation incorporated in Nevada;
	(jj) “Shafter Properties” means Shafter Properties Inc., a corporation incorporated in Texas;
	(kk) “Silver Assets” means Silver Assets, Inc., a corporation incorporated in California;
	(ll) “Support Agreement” means the support agreement dated as of October 15, 2015 entered into by Aurcana, the Guarantors and the Lender;
	(mm) “Term Sheet” means the term sheet dated as of October 15, 2015, attached as Schedule “A” to the Support Agreement; and
	(nn) “Transaction” means the transaction contemplated by the Plan.

	1.2 Accounting Terms.
	1.3 Currency.
	1.4 Articles of Reference.
	(a) References to a specific article, section or subsection shall, unless something in the subject matter or context is inconsistent therewith, be construed as references to that specific article, section or subsection of this Agreement, whereas the t...
	(b) A reference to an article, section, subsection, clause or paragraph shall, unless otherwise stated, refer to an article, section, subsection, clause or paragraph of this Agreement.
	(c) Unless otherwise expressly stated herein, any reference to an instrument, agreement or an Order or an existing document or exhibit filed or to be filed means such instrument, agreement, Order, document or exhibit as it may have been or may be amen...
	(d) The use of words in the singular or plural, or with a particular gender, including a definition, shall not limit the scope or exclude the application of any provision of this Agreement to such Person (or Persons) or circumstances as the context ot...
	(e) The words “includes” and “including” and similar terms of inclusion shall not, unless expressly modified by the words “only” or “solely”, be construed as terms of limitation, but rather shall mean “includes but is not limited to” and “including bu...
	(f) Unless otherwise specified, all references to time herein and in any document issued pursuant hereto mean local time in Toronto, Ontario and any reference to an event occurring on a Business Day shall mean prior to 5:00 p.m. on such Business Day.
	(g) Unless otherwise specified, time periods within or following which any payment is to be made or act is to be done shall be calculated by excluding the day on which the period commences and including the day on which the period ends.
	(h) The word “or” is not exclusive.

	1.5 Interpretation Not Affected by Headings.
	1.6 Date for Any Action.
	1.7 Time.
	1.8 Definitions in the CBCA.
	1.9 Statutory References.
	1.10 Successors and Assigns.
	1.11 Governing Law.

	Article 2  THE ARRANGEMENT
	2.1 Arrangement.
	2.2 Articles of Arrangement and Implementation Date.

	Article 3  CONDITIONS
	3.1 Conditions Precedent.
	3.2 Implementation Provisions.

	Article 4  MUTUAL COVENANTS
	4.1 Regarding the Arrangement.
	Subject to the terms and conditions of this Agreement, each of the Parties hereto covenants that it will perform the obligations required to be performed by it under this Agreement and the Plan.


	Article 5  TERMINATION
	5.1 Termination.
	5.2 Effect of Termination; Limited Recourse.
	5.3 Payment in Full before Implementation.

	Article 6  GENERAL PROVISIONS
	6.1 Amendments to the Agreement.
	6.2 Severability.
	6.3 Notices.
	(i) if to any member of the Aurcana Companies:
	(ii) if to Orion or to Newco:

	6.4 Further Assurances.
	6.5 Counterparts, Execution.

	Plan of Arrangement.pdf
	Article 1  INTERPRETATION
	1.1 Definitions.
	(a) “Applicable Law” means any law, statute, order, decree, judgment, rule, regulation, ordinance or other pronouncement having the effect of law whether in Canada, the United States or any other country, or any domestic or foreign state, county, prov...
	(b) “Amalgamation” means the amalgamation of Aurcana and Aurcana ArrangeCo to form Amalco pursuant to this Plan;
	(c) “Amalco” has the meaning given to such term in Section 4.2;
	(d) “Aurcana” means Aurcana Corporation;
	(e) “Aurcana Companies” means Aurcana and all of its direct or indirect subsidiaries in existence at this time or from time to time, including Silver Assets, Rio Grande, Shafter, Cane Silver, Cane Insurance, Real de Maconi, Minera La Negra, Minera Aur...
	(f)  “Arrangement” means the arrangement under Section 192 of the CBCA, on the terms and subject to the conditions set forth in this Plan;
	(g) “Arrangement Agreement” means the arrangement agreement dated October 30, 2015 between Aurcana, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Perforadora Aurcana, Minera Aurcana, Minera La Negra, Real de Maconi, Aurcana ArrangeCo and...
	(h) “Articles of Arrangement” means the articles of arrangement of Aurcana in respect of the Arrangement that are required to be filed with the Director after the Final Order is made in order for the Arrangement to become effective on the Implementati...
	(i) “Aurcana ArrangeCo” means 9490248 Canada Corporation, a corporation incorporated under the laws of Canada;
	(j)  “Aurcana Released Parties” means Aurcana and all of its direct and indirect subsidiaries, including Aurcana ArrangeCo, other than the Mexican Subsidiaries;
	(k) “Business Day” means any day, other than a Saturday or a Sunday or a statutory or civic holiday, that banks are open for business in Toronto, Ontario, Vancouver, British Columbia and New York, New York;
	(l) “Cane Insurance” means Cane Insurance Company Limited, a corporation incorporated under the laws of Barbados;
	(m) “Cane Silver” means Cane Silver Inc., a corporation incorporated under the laws of Barbados;
	(n) “CBCA” means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended;
	(o) “Certificate” means the certificate of arrangement to be issued by the Director giving effect to this Plan;
	(p) “Claim” means any right or claim of any Person that may be asserted or made in whole or in part against any member of the Aurcana Companies, in any capacity, whether or not asserted or made, in connection with any indebtedness, liability or obliga...
	(q) “Credit Agreement” means the amended and restated credit facility agreement dated April 29, 2014 entered into by Aurcana, the Lender and each of the Guarantors (as the same may have been and may further be amended, restated, modified or varied fro...
	(r) “Common Shares” means the common shares in the capital of Aurcana;
	(s) “Court” means the Ontario Superior Court of Justice (Commercial List);
	(t) “Director” means the Director appointed under Section 260 of the CBCA;
	(u) “Effective Time” means the time on the Implementation Date that the Transaction is implemented;
	(v) “Equipment” means certain equipment of Aurcana and/or certain of the Guarantors, as set out in the list attached as Schedule A to the Term Sheet;
	(w) “Final Order” means the Order of the Court approving the Plan;
	(x) “GAAP” has the meaning given to such term in Section 1.2;
	(y) “Guarantors” means, collectively, Silver Assets, Rio Grande, Shafter Properties, Cane Silver, Real de Maconi, Minera Aurcana, Minera La Negra and Perforadora Aurcana, as guarantors under the Credit Agreement;
	(z) “Governmental Entity” means any government, regulatory authority, governmental department, agency, commission, bureau, official, minister, crown corporation, court body, board, tribunal or dispute settlement panel or other law, rule or regulation-...
	(aa) “Implementation Date” means the date on which the Plan is implemented;
	(bb) “Intercompany Claims” means all intercompany claims and indebtedness existing between (i) any of the Remaining Aurcana Entities, and (ii) any of the Mexican Subsidiaries, or between any of the Mexican Subsidiaries amongst themselves;
	(cc) “La Negra” means the La Negra silver-copper-zinc-lead mine located in Querétaro, Mexico, indirectly owned by Real de Maconi;
	(dd) “Lender” means Orion Mine Finance (Master) Fund I L.P., as lender under the Credit Agreement;
	(ee) “Lender Claims” means the Claims of the Lender in connection with the Obligations;
	(ff) “Lender Released Parties” means the Lender, Newco and their respective affiliates;
	(gg) “Material Adverse Change” means any change, development, effect, event, circumstance, fact or occurrence that individually or in the aggregate with other such changes, developments, effects, events, circumstances, facts or occurrences is or would...
	(hh) “Mexican Subsidiaries” means, collectively, those of Real de Maconi, Minera La Negra, Minera Aurcana and Perforadora Aurcana as shall be designated by the Lender in writing prior to the Implementation Date;
	(ii) “Mexican Subsidiary Shares” means the shares and/or partners interests held, either directly or indirectly, by Aurcana of the Mexican Subsidiaries;
	(jj) “Minera Aurcana” means Minera Aurcana S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(kk) “Minera La Negra” means Minera La Negra S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(ll) “Newco” means an entity to be incorporated by the Lender in advance of the Implementation Date;
	(mm) “Newco Consultants” means, collectively, Kevin Drover, the President and Chief Executive Officer of Aurcana, and Salvador Huerta, the Chief Financial Officer of Aurcana;
	(nn) “Newco Consulting Agreements” means the agreements to be entered into by Newco and Aurcana, pursuant to which Aurcana shall agree to provide the Newco Consultants to provide services to Newco as consultants in connection with the operations of th...
	(oo) “Obligations” has the meaning given to such term in the Credit Agreement;
	(pp) “Order” means any order of the Court in the CBCA proceedings;
	(qq) “Outside Date” means December 4, 2015 (or such other date as the Aurcana Companies and the Lender may agree);
	(rr) “Perforadora Aurcana” means Perforadora Aurcana S. de R.L. de C.V., a corporation incorporated under the laws of Mexico;
	(ss) “Person” means an individual, a corporation, a partnership, a limited liability company, a trust, an unincorporated association, a Governmental Entity or any agency, instrumentality or political subdivision of a Governmental Entity, or any other ...
	(tt) “Plan” means this plan of arrangement pursuant to Section 192 of the CBCA;
	(uu) “Purchase Price” means $3,500,000, being the purchase price for the Equipment;
	(vv) “Real de Maconi” means Real de Maconi, S.A. de C.V., a corporation incorporated under the laws of Mexico;
	(ww) “Released Claims” has the meaning given to such term in Section 5.1;
	(xx) “Remaining Aurcana Entities” means, collectively, Aurcana or any of the Aurcana Companies other than the Mexican Subsidiaries;
	(yy) “Rio Grande” means Rio Grande Mining Company, a corporation incorporated in Nevada;
	(zz) “Shafter Properties” means Shafter Properties Inc., a corporation incorporated in Texas;
	(aaa) “Silver Assets” means Silver Assets, Inc., a corporation incorporated in California;
	(bbb) “Support Agreement” means the support agreement dated as of October 15, 2015 entered into by Aurcana, the Guarantors and the Lender;
	(ccc) “Term Sheet” means the term sheet dated as of October 15, 2015, attached as Schedule “A” to the Support Agreement;
	(ddd) “Transaction” means the transaction contemplated by this Plan;
	(eee) “Unaffected Claimholders” means holders, whether directly or indirectly, of Unaffected Claims; and
	(fff) “Unaffected Claims” means Claims other than the Lender Claims, the Released Claims and the Intercompany Claims.

	1.2 Accounting Terms.
	1.3 Currency.
	1.4 Articles of Reference.
	(1) References to a specific article, section or subsection shall, unless something in the subject matter or context is inconsistent therewith, be construed as references to that specific article, section or subsection of this Plan, whereas the terms ...
	(2) A reference to an article, section, subsection, clause or paragraph shall, unless otherwise stated, refer to an article, section, subsection, clause or paragraph of this Plan.
	(3) Unless otherwise expressly stated herein, any reference to an instrument, agreement or an Order or an existing document or exhibit filed or to be filed means such instrument, agreement, Order, document or exhibit as it may have been or may be amen...
	(4) The use of words in the singular or plural, or with a particular gender, including a definition, shall not limit the scope or exclude the application of any provision of this Plan to such Person (or Persons) or circumstances as the context otherwi...
	(5) The words “includes” and “including” and similar terms of inclusion shall not, unless expressly modified by the words “only” or “solely”, be construed as terms of limitation, but rather shall mean “includes but is not limited to” and “including bu...
	(6) Unless otherwise specified, all references to time herein and in any document issued pursuant hereto mean local time in Toronto, Ontario and any reference to an event occurring on a Business Day shall mean prior to 5:00 p.m. on such Business Day.
	(7) Unless otherwise specified, time periods within or following which any payment is to be made or act is to be done shall be calculated by excluding the day on which the period commences and including the day on which the period ends.
	(8) The word “or” is not exclusive.

	1.5 Interpretation Not Affected by Headings.
	1.6 Date for Any Action.
	1.7 Time.
	1.8 Definitions in the CBCA.
	1.9 Statutory References.
	1.10 Successors and Assigns.
	1.11 Governing Law.

	Article 2  PURPOSE AND EFFECT OF THIS PLAN
	2.1 Arrangement Agreement.
	2.2 Purpose.
	2.3 Effectiveness.
	2.4 Persons Not Affected.

	Article 3  TREATMENT OF THE LENDER
	3.1 Treatment of the Lender.
	(1) On the Implementation Date and in accordance with the steps and transactions set forth in this Plan, all of the Obligations shall be extinguished in consideration for the transfer by Aurcana to Newco of the Mexican Subsidiary Shares on an “as is, ...
	(2) After giving effect to the terms of Section 3.1(1) above, the Lender shall, and shall be deemed to, have irrevocably and finally extinguished all of its right, title and interest in and to the Obligations through the receipt of the Mexican Subsidi...


	Article 4  IMPLEMENTATION
	4.1 Corporate Authorizations.
	4.2 Implementation Date Transactions.
	(a) at the Effective Time, the Aurcana Companies shall transfer to Newco all of the Mexican Subsidiary Shares;
	(b) at the Effective Time, all rights of the Aurcana Companies in and to the Mexican Subsidiary Shares shall have been fully, finally and absolutely settled;
	(c) at two minutes after the Effective Time, the Aurcana Companies shall have been absolutely released and discharged of and from all Obligations arising under the Credit Agreement;
	(d) at two minutes after the Effective Time, the releases referred to in Article 5 shall become effective; and
	(e) as soon as reasonably possible upon completion of the foregoing, Aurcana and Aurcana ArrangeCo shall be amalgamated with the same effect as under Section 184 of the CBCA to form one corporation (“Amalco”) in accordance with the following:
	(i) Name: Aurcana Corporation;
	(ii) Registered Office: Suite 250 – 1090 West Georgia Street, Vancouver BC, V6E 4A2;
	(iii) Restrictions on Business: None;
	(iv) Articles: The articles of Aurcana amended prior to the Amalgamation shall be deemed to be the articles of amalgamation of Amalco;
	(v) Number of Directors: Amalco shall have the same number of directors and same first directors as that of Aurcana immediately prior to the Amalgamation;
	(vi) Shares: All shares of Aurcana ArrangeCo shall be cancelled without any repayment of capital in respect thereof; no shares will be issued by Amalco in connection with the Amalgamation and all shares of Aurcana prior to the Amalgamation shall be un...
	(vii) Stated Capital: The stated capital account of the shares of Amalco shall be equal to the stated capital account in respect of the Common Shares of Aurcana immediately prior to the Amalgamation;
	(viii) By-laws: The by-laws of Amalco shall be the same as those of Aurcana immediately prior to the Amalgamation; and
	(ix) Effect of Amalgamation: The provisions of Sections 186(a) to (g) of the CBCA shall apply to the Amalgamation with the result that:
	(A) the amalgamation of the amalgamating corporations and their continuance as one corporation become effective;
	(B) the property of each amalgamating corporation continues to be the property of the amalgamated corporation;
	(C) the amalgamated corporation continues to be liable for the obligations of each amalgamating corporation;
	(D) an existing cause of action, claim or liability to prosecution is unaffected;
	(E) a civil, criminal or administrative action or proceeding pending by or against an amalgamating corporation may be continued to be prosecuted by or against the amalgamated corporation;
	(F) a conviction against, or ruling, order or judgment in favour of or against, an amalgamating corporation may be enforced by or against the amalgamated corporation; and
	(G) the articles of amalgamation are deemed to be the articles of incorporation of the amalgamated corporation and the certificate of amalgamation is deemed to be the certificate of incorporation of the amalgamated corporation.



	4.3 Payment in Full before Implementation.

	Article 5  RELEASES
	5.1 Release of Aurcana Released Parties.
	5.2 Release of the Lender Released Parties.
	5.3 Intercompany Claims.

	Article 6  COURT SANCTION, CONDITIONS PRECEDENT AND IMPLEMENTATION
	6.1 Application for a Final Order.
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