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1.0 SUMMARY  

 

 GENERAL  

 

Magna Gold Corp. (TSXV: MGR, OTCQB: MGLQF) (MGR or Magna) has retained Micon 

International Limited (Micon) to prepare an independent Technical Report for the San 

Francisco Gold Project (San Francisco Project or the Project) in the state of Sonora, Mexico. 

The purpose of this Technical Report is to support disclosure for Magnaôs Pre-Feasibility Study 

for the San Francisco Project. The San Francisco Project is owned by Magnaôs wholly-owned 

subsidiary Molimentales del Noroeste, S.A. de C.V. (Molimentales) which owns a 100% 

interest in the Project and the surrounding mineral concessions. 

 

Miconôs most recent Technical Report for the Project was entitled ñNI 43-101 F1 Technical 

Report for the San Francisco Gold Project, Sonora, Mexicoò, dated June 1, 2020. That 

Technical Report was filed by Magna on the System for Electronic Document Analysis and 

Retrieval (SEDAR, www.sedar.com). Micon has written 11 prior reports on the San Francisco 

Project since 2005. 

 

Micon does not have nor has it previously had any material interest in Magna or related entities. 

The relationship with Magna or related entities is and has been solely a professional association 

between the client and the independent consultant. This report is prepared in return for fees 

based upon agreed commercial rates and the payment of these fees is in no way contingent on 

the results of this report. 

 

This report includes technical information which requires subsequent calculations or estimates 

to derive sub-totals, totals and weighted averages. Such calculations or estimations inherently 

involve a degree of rounding and consequently introduce a margin of error. Where these occur, 

Micon does not consider them to be material. 

 

This report is intended to be used by Magna subject to the terms and conditions of its agreement 

with Micon. That agreement permits Magna to file this report as a Technical Report with the 

Canadian Securities Administrators pursuant to provincial securities legislation or with the 

SEC in the United States. Except for the purposes legislated under provincial securities laws, 

any other use of this report, by any third party, is at that partyôs sole risk. 

 

The conclusions and recommendations in this report reflect the authorsô best independent 

judgment in light of the information available to them at the time of writing. The authors and 

Micon reserve the right, but will not be obliged, to revise this report and conclusions if 

additional information becomes known to them subsequent to the date of this report. Use of 

this report acknowledges acceptance of the foregoing conditions. 

 

 PROPERTY DESCRIPTION AND LOCATION  

 

The San Francisco property is situated in the north central portion of the state of Sonora, 

Mexico, approximately 150 kilometres (km) north of the state capital, Hermosillo. In this 
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report, the term San Francisco Project refers to the area within the exploitation or mining 

concessions controlled by Magna, while the term San Francisco property (the property) refers 

to the entire land package (mineral exploitation and exploration concessions) under Magnaôs 

control. 

 

The San Francisco Project is comprised of two previously mined open pits (San Francisco and 

La Chicharra), together with heap leach processing facilities and associated infrastructure 

located close to the San Francisco pit. At the time Magna acquired the San Francisco Project, 

the leach pads were on a residual leach cycle with no mining being conducted. However, 

Magna has begun to process material from the low-grade stockpile, as well as having restarted 

mining at the La Chicharra pit. 

 

1.2.1 Magna Acquisition and Ownership of the San Francisco Project 

 

On March 6, 2020, Magna announced that it has entered into a definitive purchase agreement 

with Timmins GoldCorp Mexico S.A. de C.V. (Timmins), a wholly-owned subsidiary of Alio 

Gold Inc. (Alio), to acquire the San Francisco mine. 

 

On May 6, 2020, Magna announced that it had closed the acquisition of the San Francisco mine 

pursuant to a definitive share purchase agreement dated March 5, 2020, as amended April 24, 

2020, between Timmins, a wholly-owned subsidiary of Alio, and itself. 

 

Magna advises that it holds the San Francisco Project, which consists of 13 mining 

concessions, through its indirect wholly-owned subsidiary Molimentales. All concessions are 

contiguous and each varies in size for a total property area of 33,667.72 hectares (ha). In late 

2005, the original Timmins II concession was subdivided into two concessions (Timmins II 

Fraccion Sur and Pima), as part of separate exploration strategies for the original Timmins II 

concession. All concessions are subject to a bi-annual fee and the filing of reports in May of 

each year covering the work accomplished on the property between January and December of 

the preceding year. The fee rates are estimated in US dollars based on the rates published in 

the ñDiario Oficial de la Federacion (DOF)ò as of February 28, 2020. 

 

On February 23, 2011, Molimentales staked an additional 95,000 hectare (ha) of claims along 

the highly prospective Sonora-Mojave Megashear structural province in northern Sonora. In 

2015 and 2016, the regional concessions were reduced with Molimentales only keeping the 

ground that it deemed significant to future exploration. A total of 13,284.19 ha was retained in 

the regional package of mineral concessions. 

 

1.2.2 Mexican Mining Laws 

 

The Mexican mining laws were changed in 2005 and, as a result, all mineral concessions 

granted by the Dirección General de Minas (DGM) became mining concessions. There are no 

longer separate specifications for a mineral exploration or exploitation concession. A second 

change to the mining laws was that all mining concessions are granted for 50 years, provided 
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that the concessions remain in good standing. As part of this change, all former exploration 

concessions which were previously granted for 6 years became eligible for the 50-year term. 

 

Concessions are extendable, provided that the application is made within the five-year period 

prior to the expiry of the concession and the bi-annual fee and work requirements are in good 

standing. The bi-annual fee, payable to the Mexican government to hold the group of 

contiguous mining concessions for the San Francisco operations is USD 604,710. The bi-

annual fee to hold the group of contiguous mining concessions which comprise the regional 

mineral property is USD 205,327. 

 

 ACCESSIBILITY , CLIMATE , PHYSIOGRAPHY , LOCAL RESOURCES AND 

INFRASTRUCTURE 

 

The Project is located in the Arizona-Sonora desert in the northern portion of the Mexican state 

of Sonora, 2 km west of the town of Estación Llano (Estación), approximately 150 km north 

of Hermosillo and 120 km south of the United States/Mexico border city of Nogales along 

Highway 15 (Pan American highway). The closest accommodations are in Santa Ana, a small 

city located 21 km to the north on Highway 15. 

 

The climate at the Project site ranges from semi-arid to arid. The average ambient temperature 

is 21°C, with minimum and maximum temperatures of -5ºC and 50ºC, respectively. The 

average annual rainfall for the area is 330 mm with an upper extreme of 880 mm. The desert 

vegetation surrounding the San Francisco mine is composed of low lying scrub, thickets and 

various types of cacti, with the vegetation type classified as Sarrocaulus Thicket. 

 

Physiographically, the San Francisco property is situated within the southern Basin and Range 

Province, characterized by elongate, northwest-trending ranges separated by wide alluvial 

valleys. The San Francisco mine is located in a relatively flat area of the desert with the 

topography ranging between 700 and 750 m above sea level. 

 

 HISTORY  

 

After conducting exploration on the Project between 1983 and 1992, Compania Fresnillo S.A. 

de C.V. (Fresnillo) sold the property in 1992 to Geomaque Explorations Ltd. (Geomaque). 

After conducting further exploration, Geomaque decided to bring the Project into production 

in 1995. Due to economic conditions, mining ceased and the operation entered into the leach-

only mode in November, 2000. In May, 2002, the last gold pour was conducted; the plant was 

mothballed, and clean-up activities at the mine site began. 

 

In 2003, Geomaque sought and received shareholder approval to amalgamate the corporation 

under a new Canadian company, Defiance Mining Corporation (Defiance). On November 24, 

2003, Defiance sold its Mexican subsidiaries (Geomaque de Mexico and Mina San Francisco), 

which held the San Francisco gold mine, to the Astiazaran family of Sonora and their private 

company. 
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Since June, 2006, the Astiazaran family and their company Desarrollos Prodesa S.A. de C.V. 

have been extracting sand and gravel intermittently from both the waste dumps and the leach 

pads for use in highway construction and other construction projects. 

 

Alio  acquired an option to earn an interest in the property in early 2005, whereupon it 

conducted a review of the available data and started a reverse circulation drilling program in 

August and September, 2005. This was followed by a second drilling program comprised of 

both reverse circulation and diamond drilling in 2006, based on the results of the 2005 drilling 

program. 

 

In April, 2010, Alio announced that the San Francisco mine had entered back into production. 

 

As noted above, Magna completed its acquisition of the San Francisco Project on May 6, 2020. 

 

 GEOLOGICAL  SETTING AND M INERALIZATION  

 

The San Francisco Project is a gold occurrence with trace to small amounts of other metallic 

minerals. The gold occurs in granitic gneiss and the deposit contains principally free gold and 

occasionally electrum. The mineralogy, the possibility of associated tourmaline, the style of 

mineralization and fluid inclusion studies suggest that the San Francisco deposits may be of 

mesothermal origin. 

 

The San Francisco deposits are roughly tabular with multiple phases of gold mineralization. 

The deposits strike 60º to 65º west, dip to the northeast, range in thickness from 4 to 50 metres 

(m), extend over 1,500 m along strike and are open ended. Another deposit, the La Chicharra 

zone, was mined by Geomaque, as a separate pit. 

 

 EXPLORATION  PROGRAMS 

 

1.6.1 Historical Alio  Exploration Programs 

 

From 2007 to 2009, concurrent with the feasibility study which focused on re-starting the 

mining operations, Alio  conducted exploration comprised mainly of in-fill and confirmation 

drilling in and around of the San Francisco and La Chicharra pits. The drilling results as of the 

end of 2009 indicated that the mineralization extended both along strike and down dip of the 

known deposit, a situation which led to the decision to accelerate the drilling in the first 6 

months of 2010. The results from the 2010 drilling, when combined with the previous results, 

led to Alio  updating the resource and reserve estimations, as well as its mine plan. 

 

Between July, 2010 and June, 2011, Alio  conducted an intensive exploration drilling program 

which included deeper drilling to explore the mineralization at depth, both in and around the 

La Chicharra and San Francisco pits. The results of this drilling indicated that the 

mineralization is located in parallel mineralized bodies both along strike and at depth. 
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From July, 2011 to June, 2013, 1,464 reverse circulation (RC) and core holes were drilled for 

a total of 327,853 m. Most of the drilling was undertaken in and around the San Francisco pit 

and the La Chicharra pit. The RC drilling included 13,219 m in 62 holes of condemnation 

drilling and 3,842 m in 20 holes for water monitoring. A further 8 RC holes totalling 107 m 

were drilled on the low-grade stockpile for grade control.  

 

In the period between 2013 and 2017, Alio  conducted a small number of exploration drilling 

programs comprised of in-fill  drilling in the San Francisco pit to cover gaps in drilling on the 

lower benches, exploration drilling to outline preliminary underground resources beneath the 

south wall of the pit and exploration drilling to the north of the San Francisco pit to potentially 

identify a secondary deposit which would supply feed to the heap leach pad and processing 

facilities at the San Francisco mine.  

 

Alioôs in-fill drilling programs led to 2 small satellite pits to the north and northeast being 

identified around the La Chicharra deposit and a small pit to the southeast of the San Francisco 

deposit. These small pits are only a few benches deep. 

 

In 2017 and 2018 Alio conducted in-fill drilling programs at the San Francisco pit to further 

define and upgrade the classification of mineralized material within the various mining phases 

of the pit. Alio also conducted exploration drilling to further identifuy the extent and grade of 

the mineralization at depth within the pit. 

 

1.6.2 Magna Exploration Programs 

 

In addition to bringing the mining operations back into production, Magna is also in the process 

of outlining and budgeting exploration activities in three areas of the San Francisco property 

as follows: 

1. San Francisco mine (San Francisco and La Chicharra Pits). 

2. Vetatierra Project. 

3. La Pima Project. 

 

In order to ensure the continuity of the operations within the San Francisco and La Chicharra 

pits, Magna has designed a reverse circulation drill program comprised of both infill and 

exploration holes at specific sites in and around both pits. The program is based on the down 

dip projections of the mineralized zones, using the accumulated data gathered from the years 

of exploration and operational drilling and mining of the San Francisco mine and a gold price 

of USD 1,350/oz of gold. Based on this interpretation, a drill program was designed to test the 

extension of the mineralization and/or the connection between different mineralized intercepts 

within the perimeters of the down dip interpretation, as well as focusing on connecting smaller 

neighbouring mineralized areas. A program of infill drilling has also been outlined in and 

around the crushing circuit, seeking the feasibility of relocating the circuit and thereby 

potentially allowing the mining of the mineral resources currently located under it.  
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In addition to the program outlined above, Magna is scheduled to conduct a core drill program 

on the south wall of the San Francisco pit, specifically on the Phase 7A segment of the mine 

plan. The drill program is targeted to further outline the repetitive high gold grade drill 

intercepts encountered in past drilling campaigns which appear to be related to the vein system 

located at the San Francisco and El Carmen areas of the project. 

 

Magna has also outlined an exploration program at the Vetatierra Project to follow up on Alioôs 

previous 2014 exploration program which suggested that the majority of the mineralization is 

hosted in a diorite stock which is very poorly exposed. Magna will conduct an initial drilling 

program to define the continuity of the mineral intercepts from the previous campaign, to 

explore the potential lateral extention of the gold mineralization detected during the previous 

drilling program and to gain a better understanding of the diorite geometry at depth. 

 

The third exploration program which Magna will undertake is at the La Pima Project. At this 

project Magna has proposed conducting additional exploration that includes a geophysical 

survey using either IP-R or CSAMT and a core drilling program. The geophysical survey will 

initially consist of two lines to try to obtain response features of the host rock at depth and the 

continuity of the main structures. Depending on the initial results, additional lines could be 

required to assist with designing the drill plan. 

 

 M INERAL RESOURCE AND RESERVE ESTIMATES  

 

1.7.1 Mineral Resource Estimate 

 

The database of the San Francisco and La Chicharra deposits consists of 4,570 drill holes with 

434,708 sample intervals, mostly 1.5 m in length, for a total of 640,782 m of drilling for all the 

property, including exploration drilling outside of the San Francisco and La Chicharra pits. 

The current database includes 245 new holes drilled in 2017 and 2018, for 35,570 m of drilling. 

 

Approximately 13% of the sampling intervals are greater than or equal to 2 m length, about 

84% of the intervals are between 1.5 and 2.0 m in length, and about 3% are less than 1.5 m in 

length. In the case of duplicate samples, the original sample was used in the database. 

 

High-grade outlier assays were capped on 3 m composites at different gold grades, according 

to the geological domains. 

 

A total of 68 specific gravity determinations were made, covering all rock domains. Results 

range from a high of 2.84 to a low of 2.61, with an arithmetic mean of 2.76. The specific gravity 

for each rock type is used in the resource estimate 

 

All blocks in the model were interpolated using the Ordinary Kriging method. The parameters 

were derived from the variographic analysis and applied to the different domains and zones 

accordingly. However, for the current resource update in San Francisco deposit, the 

interpolation process was relaxed to allow multiple domains to inform blocks on each 

interpolation run, because the remaining resources are predominantly gabbro (Rock Code 11). 
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Once Micon had audited and accepted the Magna block models, Magna proceeded to run a pit 

optimization program in order to estimate the resources. The gold price used for estimating 

resources was USD 1,500 per ounce. 

 

The parameters used in the pit optimization for the estimation of the resources are summarized 

in Table 1.1. They are the parameters determined by Micon and Magna, taking into account 

the actual historical operating costs. 

 
Table 1.1  

Pit Optimization Parameters for the August 8, 2020 Resource Estimate for the San Francisco and La 

Chicharra Dposits 

 

Area Costs 

San Francisco Model 

Description Units Amount 

Waste mining cost OP USD/t 2.20 

Ore mining cost OP USD/t 2.20 

Process cost USD/t 4.15 

G & A cost USD/t 0.41 

Gold price USD/oz 1,500 

Rock Densities and Recoveries 

Name/code Density Recovery % 

Diorite (2) 2.72 54.50 

Gneiss (4) 2.75 71.10 

Granite (5) 2.76 76.00 

Schist (6) 2.75 74.40 

Lamprophite Dike (8) 2.76 54.50 

Pegmatite (10) 2.85 74.40 

Gabbro (11) 2.81 63.80 

Conglomerate (12) 2.00 64.50 

General Recovery 64.00 

La Chicharra Model  

Costs 

Description Units Amount 

Waste mining cost USD/t 1.79 

Ore mining cost USD/t 1.79 

Process cost USD/t 4.15 

G & A cost USD/t 0.41 

Gold price USD/oz 1,500 

Rock Densities and Recoveries 

Name/code Density Recovery % 

All Rock (100-500) 2.9 78.00 

General Recovery 78.00 

    Table provided by Magna. 

 

As shown in Table 1.1, not only do the various rock codes have a different density, the 

metallurgical recovery varies with the rock code as well. Currently the San Francisco mine 
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plan will be predominantly processing the gabbro (11) and gneiss (4) rock types. 

 

Previous drilling programs have outlined a number of lenses of higher-grade mineralization 

beneath the southwall of the San Francisco pit.  Alio investigated these lenses and developed 

a drift on one of them in 2015-2016, with the objective of mining this material using 

underground cut and fill methods. Alio later shelved the idea of conducting underground 

mining in favour of just conducting a pushback in this area. Magna has revived the 

underground scenario for mining the higher grade lenses. The parameters used for extimating 

the underground resources in the southern wall of the San Francisco pit are summarized in 

Table 1.2. 

 
Table 1.2  

Underground Parameters for the August 8, 2020 Resource Estimate for the San Francisco Project 

 

Area Costs 

San Francisco Underground Model 

Description Units Amount 

Waste mining cost UG USD/t 36.50 

Ore mining cost UG USD/t 36.50 

Process cost (crushing and leach) USD/t 4.00 

G & A cost USD/t 0.50 

Contingency USD/t 2.00 

Gold price USD/oz 1,500 

Rock Densities and Recoveries 

Name/code Density Recovery % 

All Rock 2.90 64.00 

General Recovery 64.00 

Table provided by Magna. 

 

The mineral resources, as estimated by Magna, are presented in Table 1.3. This resource 

estimate includes the mineral reserves. 

 

Micon is not aware of any environmental, permitting, legal, title, taxation, socio-economic, 

marketing or political issues which would adversely affect the mineral resources estimated 

above. However, mineral resources that are not mineral reserves do not have demonstrated 

economic viability. The mineral resource figures in Table 1.3 have been rounded to reflect that 

they are estimates and therefore the addition may not sum in the table.  

 

Both the CIM and the Australasian Joint Ore Reserves Committee (JORC) codes state that 

mineral resources must meet the condition of ña reasonable prospect for eventual economic 

extraction.ò Magna developed a Lerchs Grossman pit shell geometry at reasonable gold prices, 

costs and recovery assumptions, in order to satisfy this condition. The resource estimate 

presented in Table 1.3 is based on a pit shell designed at a gold price of USD 1,500 per ounce 

and additional cost and recovery parameters developed by Magna.  
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Table 1.3  

Mineral Resource Estimate for the San Francisco and La Chicharra Deposits as of August 8, 2020 

(Inclusive of Mineral Reserves) (Gold Price of USD 1,500/Oz) 

 

Area 
Cut-off 

(Au g/t) 
Category Tonnes 

Au 

(g/t)  

Gold 

(Oz)  

San Francisco Mine OP 0.14 

Measured 22,975,000 0.424 313,000 

Indicated 49,500,000 0.426 678,000 

Measured & Indicated 72,475,000 0.426 992,000 

Inferred* 10,385,000 0.465 155,000 

San Francisco UG 1.40 

Measured 111,000 4.160 15,000 

Indicated 236,000 3.907 30,000 

Measured  & Indicated  347,000 3.988 44,000 

La Chicharra Mine OP 0.12 

Measured 11,589,000 0.502 187,000 

Indicated 15,289,000 0.42 206,000 

Measured & Indicated 26,878,000 0.455 393,000 

Inferred* 989,000 0.488 16,000 

Total Resources   

Measured 34,675,000 0.462 515,000 

Indicated 65,025,000 0.437 914,000 

Measured & Indicated 99,700,000 0.446 1,430,000 

Inferred* 11,374,000 0.467 171,000 
*Inferred resources in this table only include material within the limits of the USD 1,500/oz Au pit shell and do not include 

material outside the pit limits. 

 

1.7.2 Mineral Reserve Estimate 

 

The reserve estimate completed by Magna as of August 8, 2020 and audited by Micon, is 

compliant with the current CIM standards and definitions specified by NI 43-101, and 

supersedes all previous reserve estimates for the San Francisco mine. In addition, Magna has 

carried out a reserve estimate for the La Chicharra deposit. That estimate has also been audited 

by Micon. 

 

The gold price used for estimating the reserves at the San Francisco mine was USD 1,350 per 

ounce. 

 

The parameters used in the pit optimization for the estimation of reserves are the same as those 

described previously in connection with the estimation of resources. 

 

Mining recovery has been estimated at 98% for both the San Francisco and La Chicharra 

deposits. Micon agrees with this estimate, as it is based on actual experience at the mine. 

 

The average dilution for the San Francisco pit is estimated at 6.3%. The La Chicharra deposit 

uses a dilution factor that varies between 4.0% and 6.0 %. 

 

Table 1.4 presents the reserves estimated within the pit design outline, including mine recovery 

and dilution factors. 
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Table 1.4   

Mineral Reserves within the San Francisco and La Chicharra Pit Design (August 8, 2020) after Mining 

Recovery and Dilution 

 

Mining Method  Area Classification K tonnes  Gold (g/t)  
Contained Gold 

K Ounces  

Surface 

San Francisco 

Proven 15,063   0.492   238  

Probable  22,783   0.496   364  

Total 37,846   0.494   602  

Underground 

Proven  91   4.186   12 

Probable  20   3.657   2 

Total  111   4.089   15  

Surface La Chicharra  

Proven  5,904   0.503   96  

Probable  2,986   0.419   40  

Total  8,890   0.475   136 

All  Total Mining  

Proven 21,058   0.511   346  

Probable 25,789  0.490   406 

Total 46,847   0.499   752  

 San Francisco Mine Low-Grade Stockpile  782  0.256   6 

Total Surface + Underground + Stockpile 47,629   0.495   758  

Table provided by Magna. 

 

The proven and probable reserves in Table 15.1 have been derived from the measured and 

indicated mineral resources summarized in Table 14.1. The figures in Table 15.1 have been 

rounded to reflect that they are estimates. 

 

The mineral reserve estimate has been reviewed and audited by Micon. It is Miconôs opinion 

that the August 8, 2020, mineral reserve estimate has been prepared in accordance with the 

CIM standards and definitions for mineral reserve estimates and that Magna can use this 

estimate as a basis for further mine planning and operational optimization at the San Francisco 

Project. 

 

 OPERATIONAL DATA  FOR THE SAN FRANCISCO PROJECT 

 

Mining at the San Francisco Project was and is currently conducted by a contractor, using open 

pit mining methods, with stockpiling the lower grade material for processing once the open pit 

was and is no longer producing. Although Alio drew material from the stockpiles intermittently 

from 2014, routine processing of the stockpile material began at the end of 2018 when the 

production from the open pits ceased and continued through 2019. At the beginning of 2020, 

operations were solely focused on recovery of the residual inventory ounces.  

 

Magna has now started to process ore from the low-grade stockpiles as well from the La 

Chicharra pit and plans to initiate underground mining from the higher grade lenses in the 

southwall of the San Francisco pit, as well as resuming open pit mining in portions of the San 

Francisco pit. 

 

Magna will also establish its own stockpile for the lower grade material (but above the cut-off 

grade) being mined. This lower grade material can be processed later in the mine life, used to 
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top up the crushing capacity from time to time or left to be processed at the end of the mine 

life. 

 

The original plant equipment and later additions have allowed the crushing circuit to operate 

at 22,000 tonnes per day (t/d). 

 

1.8.1 Mine Plans and Activities 

 

Production from the La Chicharra deposit recommenced in June, 2020. The San Francisco and 

La Chicharra pits are planned to be mined at the same time. Magna is also processing the 

remainder of Alioôs low-grade stockpile. The La Chicharra pit is located 1,000 m west of the 

San Francisco pit. 

 

All mining activities are being conducted by the contractor, Peal Mexico, S.A. de C.V. (Peal 

Mexico), of Navojoa, Mexico. The contractor is obliged to supply and maintain the appropriate 

principal and auxiliary mining equipment and personnel required to produce the tonnage 

mandated by Magna, in accordance with the mining plan. Peal Mexico was also the contractor 

for Alio, during its mining phase at the San Francisco Project. 

 

Magna provides contract supervision, geology, engineering and planning and survey services, 

using its own employees at the mine. 

 

Magnaôs planned mine production schedule is summarized in Table 1.5. Over an operating 

life extending to 2028, it is planned to mine approximately 47.6 million tonnes of ore at an 

average grade of 0.495 grams of gold per tonne, contasining approximately 758,000 ounces 

of gold.Aproximately 119 million tonnes of waste will be mined for an average stripping 

ration of approximately 2.5 tonnes of waste per tonne of ore. 

 

 METALLURGY AND PROCESSING 

 

The San Francisco property has been in production since 2010 and, to date, there have been no 

processing factors or deleterious elements identified that have had a material negative effect 

on economic extraction. Gold is recovered from the mineralization mined from the San 

Fransisco and La Chicharra deposits by using conventional crushing and heap leach 

technology.  

 

Ore is crushed using two crushing and screen circuits, with a current combined crushing 

operating rate of 22,000 t/d. The product size from the crusher circuits is 100% passing 9.5 

mm.  

 



 

12 

Table 1.5  

Combined San Francisco and La Chicharra Pits and Underground LOM Production Schedule 

 

La Chicharra Pit  Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 Grand Total 

Ore  diluted tonnes 616,783 4,613,162 3,189,670 470,356 0 0 0 0 0 8,889,972 

Gold grade diluted g/t 0.283 0.286 0.448 0.426 0 0 0 0 0 0.475 

Gold contained oz 5,618 67,876 54,051 8,215 0 0 0 0 0 135,762 

Waste  tonnes 6,435,302 15,661,944 6,043,201 165,641 0 0 0 0 0 28,306,088 

Total tonnes tonnes 7,052,086 20,275,106 9,232,871 635,998 0 0 0 0 0 37,196,060 
Strip Ratio W:O 10.43365 3.39505622 1.89461626 0.35216065 0 0 0 0 0 3.18 

San Francisco Pit Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 Grand Total 

Ore  diluted tonnes 271,977 1,334,866 3,003,257 5,490,843 5,625,166 7,004,925 7,038,030 7,043,118 1,034,193 37,846,375 

Gold grade diluted g/t 0.373 0.382 0.428 0.515 0.493 0.493 0.465 0.551 0.593 0.494 

Gold contained oz 3,261 16,415 41,312 90,907 89,145 110,920 105,130 124,865 19,707 601,662 

Waste  tonnes 420,822 5,026,670 17,826,781 18,861,024 17,860,091 15,207,777 10,717,742 4,485,598 186,009 90,592,514 

Total tonnes tonnes 692,799 6,361,536 20,830,039 24,351,867 23,485,257 22,212,702 17,755,772 11,528,717 1,220,201 128,438,889 

Strip Ratio W:O 1.55 3.77 5.94 3.43 3.18 2.17 1.52 0.64 0.18 2.39 

San Francisco Underground Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 Grand Total 

Ore  diluted tonnes 110,503 0 0 0 0 0 0 0 0 110,503 

Gold grade diluted g/t 4.089 0 0 0 0 0 0 0 0 4.089 

Gold contained Oz 14,529 0 0 0 0 0 0 0 0 14,529 

Waste  tonnes 0 0 0 0 0 0 0 0 0 0 

Total tonnes tonnes 110,503 0 0 0 0 0 0 0 0 110,503 

Strip Ratio W:O 0 0 0 0 0 0 0 0 0 0 

Stockpile Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 Grand Total 

Ore tonnes tonnes 782,048 0 0 0 0 0 0 0 0 782,048 

Gold grade grade 0.256 0 0 0 0 0 0 0 0 0.256 

Gold contained oz 6,437 0 0 0 0 0 0 0 0 6,437 

Total Mined Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 Grand Total 

Ore  diluted tonnes 1,781,311 5,948,028 6,192,927 5,961,199 5,625,166 7,004,925 7,038,030 7,043,118 1,034,193 47,628,898 

Gold grade diluted g/t 0.521 0.441 0.479 0.517 0.493 0.493 0.465 0.551 0.593 0.495 

Gold contained oz 29,845 84,291 95,363 99,122 89,145 110,920 105,130 124,865 19,707 758,390 

Waste  tonnes 6,856,124 20,688,614 23,869,982 19,026,665 17,860,091 15,207,777 10,717,742 4,485,598 186,009 118,898,602 

Total tonnes tonnes 8,637,436 26,636,642 30,062,909 24,987,865 23,485,257 22,212,702 17,755,772 11,528,716 1,220,202 166,527,500 

Strip Ratio W:O 3.85 3.48 3.85 3.19 3.18 2.17 1.52 0.64 0.18 2.50 

Daily ore throughput  t/d 4,880 16,296 16,967 16,332 15,411 19,192 19,282 19,296 2,833              16,875  

Total daily moved t/d 23,664 72,977 82,364 68,460 64,343 60,857 48,646 31,586 3,343              57,758  

Crusher Plan  Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 Grand Total 

Total ore tonnes 1,781,311 5,948,028 6,192,927 5,961,199 5,625,166 7,004,925 7,038,030 7,043,118 1,034,193 47,628,898 

Gold grade g/t 0.521 0.441 0.479 0.517 0.493 0.493 0.465 0.551 0.593 0.495 

Gold Oz oz 29,845 84,291 95,364 99,122 89,145 110,920 105,130 124,865 19,707 758,390 

T/D crushed avg. t/d 4,880 16,296 16,967 16,332 15,411 19,192 19,282 19,296 2,833              16,875  
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Product from the crushing plant is transported to the leach pad on overland conveyors and 

deposited on the pad with a stacker, forming 8 m to 12 m high lifts. Since the start-up of the 

operation, the construction of the leach pad has developed as six different phases, based on the 

permits granted by the Mexican Environmental Agency (PROFEPA, Procuraduría Federal de 

Protección al Ambiente). Table 1.6 summarizes the leach pad phases. 

 
Table 1.6  

Summary of the Leach Pad Phases Based Upon the Permits Acquired for the San Francisco Mine 

 

# Phase Duration Area 
Nominal 

Capacity 

Capacity 

to date 
Status 

1 & 2 Nov. 2009 to Nov. 2013 36 ha 26 Mt 25 Mt Releached 

3 Nov. 2013 to Aug. 2015 25 ha 18 Mt 18 Mt On Irrigation 

4 Aug. 2015 to Oct. 2016 16 ha 12 Mt 12 Mt On Irrigation 

5 Oct. 2016 to June 2017 12 ha 9 Mt 7 Mt On Irrigation 

6 June 2017 to Oct. 2020 17 ha 12 Mt 5 Mt Depositing Ore 

Total   77 Mt  67 Mt   

Table provided by Magna in August, 2020. 

 

The leach solution fed to the heap consists of 0.05% sodium cyanide with lime addition to 

obtain a pH of between 10.5 to 11. Pregnant solution containing the leached gold is fed to two 

parallel adsorption-desorption-recovery (ADR) plants where gold is adsorped onto activated 

carbon then stripped using Zadra type elution circuits. Gold is recovered by electrowinning 

followed by smelting to produce gold doré bars. 

 

Gold remaining in the old leach pads (Phases 1 and 2) is recovered in a parallel intermediate 

solution process where solution is continually recirculated  until it is enriched enough to be fed 

to one of the ADR plants. 

 

Magnaôs most recent LOM plan uses gold recovery curves that maximize after 150 days of 

leaching at 73% and 66% gold recovery for La Chicharra and San Francisco mineralization, 

respectively. This forecast is based on testwork and historical operating results. 

 

The planned annual schedule of gold production is summarized in Table 1.7. 

 

 PROJECT ECONOMICS  

 

1.10.1 Capital and Operating Costs 

 

Magna has estimated the forecast capital and operating costs for the Project, and Micon has 

reviewed those forecasts for reasonableness. All estimates are expressed in second quarter 

2020 United States dollars, without escalation. The expected accuracy of the estimates is 

±20%.  

 

Given that the mine, processing plant and infrastructure at San Francisco mine are already 

established, there is no significant capital investment required in order to bring the Project back 

into operation.
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Table 1.7  

Annual Gold Production 

 

Crusher Plan Units 2020 2021 2022 2023 2024 2025 2026 2027 2028 
Grand 

Total 

Total ore kt 1,781 5,948 6,193 5,961 5,625 7,005 7,038 7,043 1,034 47,629 

Gold grade g/t 0.52 0.44 0.48 0.52 0.49 0.49 0.47 0.55 0.59 0.50 

Gold Oz oz 29,845 84,291 95,364 99,122 89,145 110,920 105,130 124,865 19,707 758,390 

            

Residual Gold leached oz 9,559 4,736 0 0 0 0 0 0 0 14,295 

Newly-Mined Gold Leached oz 15,010 61,531 62,640 68,125 58,336 71,892 70,066 82,564 22,189 512,354 

Total Gold Production oz 24,569 66,267 62,640 68,125 58,336 71,892 70,066 82,564 22,189 526,649 

            

Recovery ex newly-mined ore % cumulative 50% 67% 66% 67% 67% 66% 66% 66% 68% 68% 
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Provision is made for additional heap leach pad area to be built in seven (7) annual phases, at 

a unit cost rate of $0.30/t heaped capacity. In addition, a provision is made for replacement or 

refurbishment of existing equipment, in the sum of $100,000 per month over the LOM period. 

During the first 4 months after startup, this allowance is increased to a total of $0.75 million.  

Total capital costs are forecast as shown in Table 1.8. 

 
Table 1.8  

Capital Cost Summary 

 

Area Initial (Yr.1) 

Capital ($M) 

Sustaining (Yrs 2-8) 

Capital ($M) 

LOM Total 

Capital ($M) 

Leach Pad extensions 1.86 11.65 13.51 

Equipment replacement 1.55 8.10 9.65 

Total 3.41 19.75 23.16 

 

Estimated cash operating costs over the life of the project are summarized in Table 1.9. 

 
Table 1.9  

Summary of Life-of-Mine Operating Costs 

 

Area Life-of-Mine Cost 

($ 000) 

Unit Cost 

$/t ore milled 

Unit Cost 

$/oz Gold 

Mining 353.79 $7.43 672 

Processing 211.93 $4.45 402 

General & Administrative 27.68 $0.58 53 

Selling costs 1.32 $0.03 3 

Cash Operating Costs 594.72 $12.49 1,129 

Royalties and Mining Tax 16.28 $0.34 31 

Total Cash Cost 611.00 $12.83 1,160 

 

Open pit mining costs are based on contracted rates for drill, blast, load and haul. 

 

1.10.2 Economic Analysis 

 

Micon has prepared its assessment of the Project on the basis of a discounted cash flow model, 

from which Net Present Value (NPV) can be determined. Assessments of NPV are generally 

accepted within the mining industry as representing the economic value of a project after 

allowing for the cost of capital invested. 

 

The objective of the study was to determine the viability of the proposed restart of the San 

Francisco mine, heap-leaching facility and ADR plant. In order to do this, the cash flow arising 

from the base case has been forecast, enabling a computation of the NPV to be made. The 

sensitivity of this NPV to changes in the base case assumptions is then examined. 

 

All results are expressed in United States dollars. Cost estimates and other inputs to the cash 

flow model for the Project have been prepared using constant, second quarter 2020 money 

terms, i.e., without provision for escalation or inflation. 
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In order to determine the NPV of the cash flows forecast for the Project, an appropriate 

discount factor must be applied which represents the weighted average cost of capital (WACC) 

imposed on the Project by the capital markets. The cash flow projections used for the 

evaluation have been prepared on an all-equity basis. This being the case, WACC is equal to 

the market cost of equity. 

 

Micon has selected an annual discount rate of 5% for its base case, and has tested the sensitivity 

of the Project to changes in this rate. 

 

Project revenues will be generated from the sale of gold/silver doré bars. However, for the 

purpose of this evaluation, only the value of the gold content has been considered. 

 

The Project has been evaluated using constant gold price of $1,450/oz. While below current 

market levels, the forecast gold price approximates the average achieved over the past 24 

months.  

 

Mexican federal corporate income and mining taxes have been allowed for.  

 

A tax credit of $3.60 million is taken into consideration to off-set income tax payable at the 

rate of 30%. Capital depreciation allowances of approximately $17.50 million are also taken 

into account over the LOM period. 

 

State royalty on gold sales of 0.5%, as well as a royalty of 1.0% to previous owners of the 

property, have been provided for in the cash flow model.  

 

Figure 1.1 shows the annual tonnages of material heaped from each source, together with the 

overall waste striping ratio. 

 
Figure 1.1  

Mining Production Schedule 
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The annual tonnage and average grade of resource heaped is shown in Figure 1.2. 

 
Figure 1.2  

LOM Grade Profile  

 

 
 

The processing and gold production schedule takes into account the respective leach kinetics 

and ultimate gold recovery from La Chicharra and San Francisco material. In order to account 

for any delay in bringing mined material under leach, processing is assumed to start at the 

beginning of the following month, with gold being recovered from that material over the 

following five months as shown in Figure 1.3. 

 
Figure 1.3  

La Chicharra and San Francisco Heap Leach Profiles 

 

 
 

1.10.3 Project Cash Flow 

 

The LOM base case cash flow is summarized in Table 1.10. Annual cash flows are set out in 

Table 1.11 and summarized in Figure 1.4. 
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The after-tax cash flows, discounted at the rate of 5% per year, evaluate to a net present value 

(NPV5) of $80.5 million. Owing to the absence of an initial negative cash flow, it is not possible 

to calculate an internal rate of return or payback period for the project. 

 
Table 1.10  

Life-of-Mine Cash Flow Summary 

 

 LOM Total $ô000 
USD/t  

Treated 
USD/oz Au 

Gross Revenue 763.64 $16.03 1,450 

    

Mining costs 353.79 $7.43 672 

Processing costs 211.93 $4.45 402 

General & administrative costs 27.68 $0.58 53 

Selling expenses 1.32 $0.03 3 

Cash operating cost 594.72 $12.49 1,129 

Royalties & mining tax 16.28 $0.34 31 

Total Cash Cost 611.00 $12.83 1,160 

    

Net profit before tax 152.64 $3.20 290 

Taxation 37.24 $0.78 71 

Net profit after tax  115.40 $2.42 219 

    

Capital expenditure  23.16 $0.49 44 

Movement in working capital (9.95) ($0.21) (19) 

Net Cash flow after tax 102.20 $2.15 194 

    

Cash Operating Cost per ounce   1,129 

Total Cash Cost per ounce   1,160 

All -in Sustaining Cost per ounce   1,204 

 
Figure 1.4  

Life-of-Mine Cash Flows 
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Table 1.11  

Base Case Life-of-Mine Annual Cash Flow 

 

Period LOM Total  2020 2021 2022 2023 2024 2025 2026 2027 2028 

Gold Sales (koz) 526.65 24.57 66.27 62.64 68.13 58.34 71.89 70.07 82.56 22.19 

            

Gross revenue (USD ó000)  763.64 35.63 96.09 90.83 98.78 84.59 104.24 101.60 119.72 32.17 

            

Mining  353.79 17.99 49.28 59.53 52.93 52.66 49.97 40.70 27.69 3.04 

Processing  211.93 9.56 25.80 26.86 25.86 24.40 30.38 30.53 30.55 7.99 

G&A  27.68 2.01 3.50 3.50 3.50 3.50 3.50 3.50 3.50 1.17 

Selling costs  1.32 0.06 0.17 0.16 0.17 0.15 0.18 0.18 0.21 0.06 

Cash Operating Costs  594.72 29.62 78.75 90.05 82.46 80.71 84.03 74.91 61.95 12.25 

Royalties & Mining Tax  16.28 0.40 1.52 2.19 2.24 2.14 2.27 2.34 2.11 1.08 

Total Cash Costs (USDô000)  611.00 30.02 80.27 92.24 84.70 82.85 86.30 77.24 64.05 13.33 

            

Net Profit before tax  152.64 5.60 15.82 (1.41) 14.08 1.74 17.95 24.35 55.66 18.84 

Taxation  37.24 0.00 2.63 0.00 4.12 0.00 2.29 6.39 15.21 6.60 

Net Profit after tax  115.40 5.60 13.19 (1.41) 9.97 1.74 15.65 17.96 40.46 12.24 

            

Capital expenditures  23.16 1.05 3.06 3.22 2.83 3.06 3.31 3.31 3.10 0.20 

Movement in working capital (9.95) (13.40) 3.45 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Net cash flow  102.20 17.95 6.68 (4.63) 7.14 (1.33) 12.34 14.65 37.36 12.04 

Cumulative cash flow   17.95 24.63 20.00 27.14 25.81 38.15 52.80 90.16 102.20 

            

Discounted cash flow at 5%  80.49 17.95 6.36 (4.20) 6.16 (1.09) 9.67 10.93 26.55 8.15 

Cumulative disc. cash flow   17.95 24.32 20.12 26.28 25.19 34.86 45.79 72.34 80.49 

            

Net Present Value (USDô000) 80.49          

Internal Rate of Return  n/a NB - there must be a negative cash flow to enable IRR to be calculated   

            

Cash Operating Cost($ per ounce) 1,129 1,206 1,188 1,438 1,210 1,384 1,169 1,069 750 552 

Total Cash Cost ($ per ounce) 1,160 1,222 1,211 1,472 1,243 1,420 1,200 1,102 776 601 

All -in Sustaining Cost ($ per ounce) 1,204 1,265 1,257 1,524 1,285 1,473 1,246 1,150 813 610 
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1.10.4 Sensitivity Study and Risk Assumptions 

 

1.10.4.1 Metal Price and Exchange Rate Assumptions 

 

The sensitivity of the after-tax NPV5 to changes in metal price, operating costs and capital 

investment was tested for a range of 30% above and below base case values. The impact on 

Project NPV5 to changes in other revenue drivers, such as gold grade of material treated and 

the percentage recovery of gold from processing, is equivalent to gold price changes of the 

same magnitude, so these factors can be considered as equivalent to the price sensitivity. 

 

Figure 1.5 shows the results of changes in each factor separately. The chart demonstrates that 

the project is most sensitive to gold price, with a reduction of 17.5% giving rise to NPV5 of 

close to zero. The project is slightly less sensitive to operating costs, with an increase of more 

than 21% required to reduce NPV5 to near-zero. Unsurprisingly, given the relatively small 

capital costs required to restart the mine, NPV5 is reduced by less than $5 million for an 

increase of 30% in capital cost. 

 
Figure 1.5  

Sensitivity of NPV5 to Capital, Operating Costs and Gold Price 

 

 
 

Separately, Micon also tested the sensitivity of the Project NPV5 for specific gold prices above 

and below the base case price of $1,450/oz. Table 1.12 shows the results of this exercise. A 

$50/oz change in the gold price results in a change of approximately $15 million in NPV5. 

 

In August, 2020, gold prices reached a high of more than $2,050/oz, and that the average price 

for the month was above $1,950/oz. 
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Table 1.12  

Sensitivity of NPV5 to Gold Price 

 

Gold Price 

(USD/oz) 

NPV5 

(USDM) 

1,200  1.45 

1,250 18.65 

1,300 34.52 

1,350 50.23 

1,400 65.39 

1,450 80.49 

1,500 95.58 

1,550 110.66 

1,600 125.69 

1,650 140.71 

1,700 155.73 

1,750 170.75 

1,800 185.76 

1,850 200.78 

1,900 215.79 

1,950 230.79 

2,000 245.79 

 

1.10.5 Economic Conclusion 

 

Micon concludes that, based on the forecast production, capital and operating costs presented 

in this study, the Project demonstrates an all-in sustaining cost (AISC) of $1,204/oz, and that 

reopening the San Francisco mine represent a viable project at gold prices above $1,250/oz. 

 

 CONCLUSIONS AND RECOMMENDATIONS  

 

Magna has completed its acquisition of 100% of Alioôs indirect wholly-owned subsidiary 

Molimentales which owns a 100% interest in the San Francisco Project.  

 

Magna has also recommenced operations at the San Francisco Project by restarting mining at 

the La Chicharra pit and restarting the processing of the low-grade stockpile at the site. 

 

In addition to bringing the mining operations back into production, Magna is also in the process 

of outlining and budgeting exploration activities in three areas of the San Francisco property 

as follows: 

1. San Francisco mine (San Francisco and La Chicharra Pits). 

2. Vetatierra Project. 

3. La Pima Project. 

 

Exploration at the San Francisco mine will consist of in-fill drilling to upgrade the material for 

the purposes of mining, and down dip exploration drilling to explore the extent and continuity 

of the mineralized zones below the current workings. Exploration at the Vetatierra and La Pima 
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Projects is being conducted to determine if these areas are potentially economic and could act 

as potential secondary feed sources for the operations. 

 

Table 1.13 summarizes the estimated expenditures for Magnaôs exploration programs for 2020 

and 2021 for the three focus areas on the San Francisco property. 

 
Table 1.13  

Total Estimated Exploration Expenditures for Magnaôs Three Focus Areas on the San Franciso Property 

 

Year Area Expenditures (USD) 

2020-2021 San Francisco Mine (San Francisco and La Chicharra Pits) 4,369,575 

2020 Vetatierra Project 374,704 

2020 La Pima Project 605,350 

Total  5,349,629 
Table provided by Magna, August, 2020. 

 

Micon has reviewed the exploration budgets proposed by Magna for each of the three areas 

and recommends that Magna proceed with the budget as proposed, subject to funding and other 

operational changes that may arise. 

 

Given the prospective nature of the property, it is Miconôs opinion that the San Francisco 

Project and surrounding property merits further exploration with the objective of identifying 

additional mineralized zones with the potential to extend Project life. Further exploration 

programs and drilling on the property at a number of mineralized areas are necessary in order 

to identify other potential secondary mineral deposits which may be economic and provide 

secondary feed for the processing facilities. 

 

Micon agrees with the general direction of Magnaôs exploration and development program for 

the property and makes the following additional recommendations: 

1. Magna can improve the mineralization wireframes for San Francisco and La Chicharra 

from being a series of extruded flat polygons to full 3D wireframes which would better 

define the mineralization boundaries. 

2. Magna should do the assay compositing for both San Francisco and La Chicharra 

within the mineralization wireframes intercepts, instead of compositing the entire hole 

from collar to toe; this will potentially lead to higher average grades and improve the 

interpolation results. 

3. Magna should continue the practice of ongoing column leach testwork on-site, using 

samples that represent future planned mining areas and potential new mineral resources 

identified during exploration.  The data gleaned from this work will  improve the 

understanding of the various mineralization types and help to optimize the recovery of 

gold. 
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2.0 INTRODUCTION  

 

At the request of Miguel Soto, P.Geo. Vice President of Exploration for Magna Gold Corp. 

(TSXV: MGR, OTCQB: MGLQF) (MGR or Magna) Micon International Limited (Micon) has 

been retained to prepare an independent Technical Report for the San Francisco Gold Project 

(San Francisco Project or the Project) in the state of Sonora, Mexico. The purpose of this 

Technical Report is to support disclosure Magnaôs Pre-Feasibility Study for the San Francisco 

Project. The San Francisco Project is owned by Magnaôs wholly-owned subsidiary 

Molimentales del Noroeste, S.A. de C.V. (Molimentales) which owns a 100% interest in the 

Project and the surrounding mineral concessions. 

 

Miconôs most recent Technical Report for the Project was entitled ñNI 43-101 F1 Technical 

Report for the San Francisco Gold Project, Sonora, Mexicoò, dated June 1, 2020. That 

Technical Report was filed by Magna on the System for Electronic Document Analysis and 

Retrieval (SEDAR, www.sedar.com). Micon has written 11 prior reports on the San Francisco 

Project since 2005. 

  

 INFORMATION REGARDING SAN FRANCISCO PROPERTY FROM PREVIOUS M ICON 

REPORTS ALONG WITH UPDATED INFORMATION  

 

Miconôs most recent site visit to the San Francisco Project was conducted between May 15 and 

17, 2017, during which the resources and reserves, as well as various aspects of the operation 

and mine plan, were discussed. The in-fill drilling programs and possible future exploration 

programs were also discussed. The site visit included a tour of the open pits, the locations of 

the planned pit push backs, crushing circuit and locations where the new crushing circuit was 

to be set-up. 

 

Mani Verma, P.Eng. and William J. Lewis, P.Geo., conducted the May, 2017 site visit. Mr. 

Lewis has conducted a number of site visits to the San Francisco Project since 2005 and is very 

familiar with the Project.  

 

The Qualified Persons (QPs) responsible for the preparation of this report are: 

¶ William J. Lewis, P.Geo. Senior Geologist with Micon. 

¶ Richard M. Gowans, P.Eng., President and Principal Metallurgist with Micon. 

¶ Christopher Jacobs, CEng, MIMMM., Vice-President and Mining Economist with 

Micon. 

¶ Nigel Fung, B.Sc.H, B.Eng., P.Eng., Vice-President and Senior Mining Engineer with 

Micon. 

¶ Ing. Alan San Marin, MAusIMM(CP), Mineral Resource Specialist with Micon. 

¶ Rodrigo Calles-Montijo, CPG, General Administrator and Principal Consultant with 

the firm Servicios Geológicos IMEx, S.C. 
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Mr. Lewis is responsible for the independent summary and review of the geology, exploration, 

Quality Assurance and Quality Control (QA/QC) program, as well as the resources for the San 

Francisco Project and the comments on the propriety of Magnaôs plans and budget for the next 

phase of exploration and in-fill drilling .  

 

Various aspects of the San Francisco Project were reviewed by the other QPs, with Mr. Gowans 

covering the metallurgical aspects, Mr. Jacobs reviewing the economics, Mr. Fung reviewing 

the mining aspects and Mr. San Martin undertaking the review of the block model and audit of 

the mineral resource completed by Magna. 

 

In conjunction with this report, a number of discussions were held via Skype, Zoom and 

telephone conference calls between Micon personnel in Toronto and Magna personnel in 

Hermosillo, regarding the database, block model and parameters for the mineral resource and 

reserve estimate, mine plan, as well as other topics related to the preparation of this Technical 

Report. 

 

Mr. Lewis conducted site visits in relation to the majority of the previous Technical Reports 

that Micon has written for the San Francisco Project. These reports spanned the original 

acquisition and early exploration, through the production phase of the Project. Site visits in 

conjunction with Technical Reports were conducted in 2005, 2007, 2008, 2009, 2010, 2011, 

2013, 2016 (2) and 2017. 

 

The most recent site visit was completed on May 29, 2020, by Mr. Rodrigo Calles-Montijo, 

CPG, who is an independent consultant and Certified Professional Geologist (CPG), as well as 

a member of the American Institute of Professional Geologists (AIPG). Mr. Calles-Montijo, 

based in Hermosillo, México, was contracted by the management of Magna to undertake the 

current site visit, as required by NI 43-101 and which was unable to be executed by the 

representatives of Micon due the situation and travel limitations created by the COVID-19 

pandemic. Prior to the site visit, a Skype meeting was organized with the participation of 

Willi am J. Lewis (Micon), Miguel Soto (Magna) and Mr. Calles-Montijo, in order to delineate 

the objectives during the site visit. Mr. Calles-Montijo visited the mine accompanied by Miguel 

Soto and Jose Luis Soto, Manager of the San Francisco mine. 

 

 OTHER INFORMATION  

 

All currency amounts are stated in US dollars (USD) or Mexican pesos (MXN), as specified, 

with costs and commodity prices typically expressed in US dollars. Quantities are generally 

stated in metric units, the standard Canadian and international practice, including metric tons 

(tonnes, t) and kilograms (kg) for weight, kilometres (km) or metres (m) for distance, hectares 

(ha) for area, grams (g) and grams per metric tonne (g/t) for gold and silver grades (g/t Au, g/t 

Ag). Wherever applicable, Imperial units have been converted to Système International 

dôUnit®s (SI) units for reporting consistency. Precious metal grades may be expressed in parts 

per million (ppm) or parts per billion (ppb) and their quantities may also be reported in troy 

ounces (ounces, oz), a common practice in the mining industry. A list of abbreviations is 

provided in Table 2.1. Appendix 1 contains a glossary of mining and other related terms. 



 

 

 

 

2
5 

Table 2.1  

List of Abbreviations 
 

Name Abbreviation Name Abbreviation 

Accurassay Laboratories Accurassay McCelland Laboratories Inc. McCelland 

Acme Analytical Laboratories Ltd. ACME METCON Research Inc. METCON 

Adsorption/desorption/reactivation ADR Metre(s) m 

All -in sustaining costs AISC Mexican peso  MXN 

Alio Gold Inc. Alio  Micon International Limited Micon 

ALS-Chemex Laboratories ALS-Chemex Million (eg million tonnes, million ounces, million years) M (Mt, Moz, Ma) 

Canadian Institute of Mining, Metallurgy and Petroleum CIM Milligram(s) mg 

Canadian National Instrument 43-101 NI 43-101 Millimetre(s) mm 

Canadian Securities Administrators CSA Molimentales del Noroeste de S.A. de C.V. Molimentales 

Centimetre(s) cm North American Datum NAD 

Certified Professional Geologist CPG Net present value, at discount rate of 5%/y NPV, NPV8 

Chartered Engineer CEng Net smelter return NSR 

Compania Fresnillo S.A. de C.V. Fresnillo Not available/applicable n.a. 

Defiance Mining Corporation Defiance Ounces (troy)/ounces per year oz, oz/y 

Degree(s), Degrees Celsius o ,oC Parts per billion, part per million ppb, ppm 

Digital elevation model DEM Percent(age) % 

Dirección General de Minas DGM Professional Engineer P.Eng. 

Discounted cash flow DCF Quality Assurance/Quality Control QA/QC 

Diversified Drilling, S.A. de C.V. Diversified Qualified Person QP 

Electronic Data Gathering, Analysis and Retrieval EDGAR Run of mine ROM 

  Secretaría del Trabajo y Previsión Social STPS 

Explotaciones Mineras Del Noroeste S.A. de C.V. Explotaciones Mineras Servicios Industriales Peñoles, S.A. de C.V. Peñoles 

Geomaque de Mexico, S.A. de C.V.  Geomaque de Mexico SGS Mineral Services SGS 

Geomaque Explorations Inc. Geomaque Sol & Adobe Ingenieros Asociados S.A. de C.V. Sol & Adobe. 

Golder Associates Ltd. Golder Associates Specific gravity SG 

Grams per metric tonne g/t Square kilometre(s) km2 

Hectare(s) ha System for Electronic Document Analysis and Retrieval SEDAR 

Hour h Three-dimensional 3-D 

Inch(es) in Timmins Gold Corp. Timmins or TMM 

Independent Mining Consultants, Inc.  IMC Timmins Goldcorp Mexico, S.A. de C.V.  Timmins 

Inductively Coupled Plasma ï Emission Spectrometry ICP-ES Tonne (metric)/tonnes per day, tonnes per hour t, t/d, t/h 

Internal diameter ID Tonne-kilometre t-km 

Internal rate of return IRR Tonnes per cubic metre t/m3 

Impuesto al Valor Agregado (or VAT) IVA  TSL Laboratories Inc. TSL 

Kappes, Cassiday and Associates Kappes Cassiday United States Dollar(s) USD 

Kilogram(s) kg US gallons per minute USgpm 

Kilometre(s) km US Securities and Exchange Commission SEC 
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Name Abbreviation Name Abbreviation 

Life-of-mine LOM Universal Transverse Mercator UTM 

Litre(s) L Value Added Tax (or IVA) VAT or IVA  

Magna Gold Corp. Magna Year y 
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The review of the San Francisco Project was based on published material researched by Micon, as 

well as data, professional opinions and unpublished material submitted by the professional staff of 

Magna or its consultants. Much of these data came from reports prepared and provided by Magna or 

the previous owner Alio. 

 

Micon does not have nor has it previously had any material interest in Magna or related entities. The 

relationship with Magna and related entities is solely a professional association between the client 

and the independent consultant. This report is prepared in return for fees based upon agreed 

commercial rates and the payment of these fees is in no way contingent on the results of this report. 

 

This report includes technical information which requires subsequent calculations or estimates to 

derive sub-totals, totals and weighted averages. Such calculations or estimations inherently involve 

a degree of rounding and consequently introduce a margin of error. Where these occur, Micon does 

not consider them to be material. 

 

The conclusions and recommendations in this report reflect the authorsô best independent judgment 

in light of the information available to them at the time of writing. The authors and Micon reserve 

the right, but will not be obliged, to revise this report and conclusions if additional information 

becomes known to them subsequent to the date of this report. Use of this report acknowledges 

acceptance of the foregoing conditions. 

 

This report is intended to be used by Magna subject to the terms and conditions of its agreement with 

Micon. That agreement permits Magna to file this report as a Technical Report with the Canadian 

Securities Administrators pursuant to provincial securities legislation or with the SEC in the United 

States. Except for the purposes legislated under provincial securities laws, any other use of this report, 

by any third party, is at that partyôs sole risk. 

 

The descriptions of geology, mineralization and exploration used in this report are taken from reports 

prepared by various organizations and companies or their contracted consultants, as well as from 

various government and academic publications. The conclusions of this report are based in part on 

data available in published and unpublished reports supplied by the companies which have conducted 

exploration on the property, and information supplied by Magna. The information provided to Magna 

was supplied by reputable companies. Micon has no reason to doubt its validity and has used the 

information where it has been verified through its own review and discussions. 

 

Micon is pleased to acknowledge the helpful cooperation of Magna management and consulting field 

staff, all of whom made any and all data requested available and responded openly and helpfully to 

all questions, queries and requests for material.  

 

Some of the figures and tables for this report were reproduced or derived from historical reports 

written on the property by various individuals and/or supplied to Micon by the prior operator Alio 

for its previous Technical Reports or by Magna for this current report. Most of the photographs were 

taken by Mr. Lewis during his previous site visits or by Mr. Calles-Montijo during his recent site 

visit. In the cases where photographs, figures or tables were supplied by other individuals or Magna, 

they are referenced below the inserted item. 
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3.0 RELIANCE ON OTHER EXPERTS  

 

In this report, discussions regarding royalties, permitting, taxation, bullion sales agreements 

and environmental matters are based on material provided by Magna. Micon is not qualified 

to comment on such matters and has relied on the representations and documentation provided 

by Magna for such discussions. 

 

All data used in this report were originally provided by either Alio  or Magna. Micon has 

reviewed and analyzed this data and has drawn its own conclusions therefrom, augmented by 

its direct field examinations during the 2005, 2006, 2007, 2010, 2011, 2013, 2016 (2) and 2017 

site visits. 

 

Micon offers no legal opinion as to the validity of the title to the mineral concessions claimed 

by Magna and its wholly-owned Mexican subsidiaries and has relied on information provided 

by them. An updated legal opinion regarding the mineral concessions and its subsidiaries was 

provided to Micon by Magna for this Technical Report. The legal opinion was dated August 

12, 2020 and was prepared and executed by the law firm of DBR Abogados, S.C. situated at 

Av. Nuevo León No. 22, Piso 4, Col. Hipódromo 06100, Ciudad de México. A copy of the 

updated legal opinion is attached to this report as Appendix II. 
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4.0 PROPERTY DESCRIPTION AND LOCATION  

 

 GENERAL  

 

The San Francisco property is located in the north central portion of the Mexican state of 

Sonora, which borders on the American state of Arizona, and is approximately 150 km north 

of the city of Hermosillo, the capital of Sonora. The latitude and longitude for the Project site 

are approximately 30Á21ô13ò N, 111Á06ô52ò W. The UTM coordinates are 3,357,802 N, 

489,017 E and the datum used was NAD 27 Mexico. The Project is located 2 km west of the 

town of Estación Llano and is accessed via Mexican State Highway 15 (Pan American 

highway) from Hermosillo. 

 

The term San Francisco Project refers to the area related to the exploitation concessions 

controlled by Alio , while the term San Francisco property refers to the entire land package 

(mineral exploitation and exploration concessions) under Magnaôs control. The location of the 

San Francisco property is shown in Figure 4.1. 

 
Figure 4.1  

San Francisco Project Location Map 

 

 
Figure originally provided by Magna Gold Corp. Figure dated July, 2020. 
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 OWNERSHIP 

 

4.2.1 Magna Ownership Information  

 

Magna advises that it holds the San Francisco Project, which consists of 13 mining 

concessions, through its indirect wholly-owned subsidiary Molimentales. All  the concessions 

are contiguous and each varies in size for a total property area of 33,667.72 hectares (ha). In 

late 2005, the original Timmins II concession was subdivided into two concessions (Timmins 

II Fraccion Sur and Pima), as part of separate exploration strategies for the original Timmins 

II concession. All concessions are subject to a bi-annual fee and the filing of reports in May of 

each year covering the work accomplished on the property between January and December of 

the preceding year. The fee rates are estimated in US dollars based on the rates published in 

the ñDiario Oficial de la Federacion (DOF)ò as of February 28, 2020. 

 

The size of the primary mineral concessions was reduced in 2015 by eliminating those areas 

deemed have very little exploration potential, while maintaining the integrity of the overall 

concessions. After 2015, Molimentales retained approximately 19,713 ha, which it believed 

contained the most prospective geology and mineralized targets upon which to base further 

exploration. The reduction in the size of the concessions has also resulted in a reduction in the 

bi-annual fees for the Project. A further reduction occurred in 2016 when the El Exito and El 

Picacho concessions were dropped. A total of 13,284.19 ha was retained in the regional 

package of mineral concessions. 

 

The information for the thirteen concessions is summarized in Table 4.1. A map of the mineral 

concessions for the San Francisco property is provided in Figure 4.2. 

 

In 2006, a temporary occupancy agreement was signed with an agrarian community (an Ejido) 

in Mexico called Los Chinos, whereby Molimentales was granted access privileges to 674 ha, 

the use of the Ejidoôs roads, as well as being able to perform all exploration work on the area 

covered by the agreement.  

 

During August and September, 2009, Molimentales acquired the 800 ha of surface land on 

which the San Francisco mine is located, by means of five purchase agreements covering all 

of the Ejido Jesus Garcia Heroe de Nacozariôs five former parcels that together form the 

800 ha. 

 

In September, 2011, Molimentales acquired 732 ha from Ejido Los Chinos, which was 

originally part of the exploration agreement signed in 2006. 

 

Other parties control two mineral concessions which are contained within the area of the 

mineral concessions owned by Molimentales but neither of these concessions impacts the main 

area of the San Francisco Project. 
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Table 4.1  

San Francisco Project, Summary of Mineral Concessions 

(with Fees for 2020 noted) 
 

Mineral Concession 

Name 

Title  

Number 
Owner 

Location 

(UTM Nad 27 Mex) 

Mineral 

Concession Type 

Area 

(hectares)1 

Location 

Date 

Expiry 

Date 

Bi-Annual 

Fee (USD)2,3 

San Francisco 198971 
Molimentales del 

Noroeste, S.A de C.V. 

488,675.174 E 

3,359,396.801 N 
Mining Concession 48.0000 

February 11, 

1994 

February 10, 

2044 
865 

San Francisco Dos 209618 
Molimentales del 

Noroeste, S.A de C.V. 

488,675.174 E 

3,359,396.801 N 
Mining Concession 315.6709 

August 3, 

1999 

August. 2, 

2049 
5,600 

San Francisco Cuatro 219301 
Molimentales del 

Noroeste, S.A de C.V. 

488,675.174 E 

3,359,396.801 N 
Mining Concession 5,189.7041 

February 25, 

2003 

February 25, 

2053 
93,000 

Llano II 197203 
Molimentales del 

Noroeste, S.A. de C.V. 

483,652.702 E 

3,356,290.081 N 
Mining Concession 500.0000 

December 19, 

1991 

December 

18, 2041 
8,960 

Llano III  197202 
Molimentales del 

Noroeste, S.A de C.V. 

483,652.702 E 

3,356,290.081 N 
Mining Concession 500.0000 

December 19, 

1991 

December 

18, 2041 
8,960 

Llano IV 222787 
Molimentales del 

Noroeste, S.A. de C.V. 

488,675.174 E 

3,359,396.801 N 
Mining Concession 500.0000 

August 31, 

2004 

August 30, 

2054 
8,960 

Llano V 222788 
Molimentales del 

Noroeste, S.A. de C.V. 

483,652.702 E 

3,356,290.081 N 
Mining Concession 500.0000 

August 31, 

2004 

August 30, 

2054 
8,960 

Timmins 226519 
Molimentales del 

Noroeste, S.A. de C.V. 

488,675.174 E 

3,359,396.801 N 
Mining Concession 337.0000 

January 24, 

2006 

January 23, 

2056 
6,050 

Timmins III Fraccion 1 227237 
Molimentales del 

Noroeste, S.A. de C.V. 

481,529.246 E 

3,371,837.280 N 
Mining Concession 346.0004 May 26, 2006 

May 25, 

2056 
6,200 

Timmins III Fraccion 2 227238 
Molimentales del 

Noroeste, S.A. de C.V. 

481,529.246 E 

3,371,837.280 N 
Mining Concession 54.2835 May 26, 2006 

May 25, 

2056 
975 

Timmins II Fraccion Sur1 228260 
Molimentales del 

Noroeste, S.A. de C.V. 

488,675.174 E 

3,359,396.801 N 
Mining Concession 20,370.0604 

March 14, 

2006 

March 13, 

2056 
366,000 

Pima Reduccion1  228261 
Molimentales del 

Noroeste, S.A. de C.V. 

486,058.775 E 

3,375,493.728 N 
Mining Concession 4,997.0000 

March 14, 

2007 

March 13, 

2056 
90,000 

La Mexicana 191137 
Molimentales del 

Noroeste, SA de CV 

487,910,487 E 

3ô363,995.686 N 
Mining Concession 10.0000 

April, 29, 

1991 

April 28, 

2041 
180 

Total:  - - - - 33,667.72 - - 604,710 

Table provided by Alio Gold Inc. 

Notes: 
1 The Timmins II claim, originally staked with a surface of 39,403.0000 ha, was titled by the Direccion General de Minas (DGM) with a surface of 36,142.0604 

ha after surveying was completed. In 2008, due to a change in exploration strategy, the Timmins II claim was divided into two claims, Timmins II Fraccion 

Sur and Pima.  In 2015, the surface area of the Pima claim was reduced from 15,772 ha to 4,997 ha  
2 Fees are estimated in US dollars based on the rates published in the ñDiario Oficial de la Federacion (DOF)ò. The exchange rate used is 19 pesos = 1 US Dollar. 
3 The table includes payment for both semesters of 2020, the first semester has already been paid by Alio and the payment for the second semester in July, 2020 

will be paid by Magna. 
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Figure 4.2  

San Francisco Property (Concessions) Map 

 

 
Figure taken from June, 2020, Micon Technical Report and dated May, 2017. 

 

On February 23, 2011, an additional 95,000 ha of claims were staked along the highly 

prospective Sonora-Mojave Megashear structural province in northern Sonora with additional 

claims staked in subsequent years. In 2015 and 2016, the regional concessions were reduced 

with only ground that was deemed significant to future exploration kept. The information 
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regarding the regional mineral concessions staked is summarized in Table 4.2. A map of the 

regional concessions is provided in Figure 4.3. 

 

On July 6, 2011, Molimentales acquired (through a straight purchase) a 10-ha mineral 

concession called La Mexicana by paying the vendor, Mr. Agustin Albelais, a buy-out price of 

USD 250,000. The La Mexicana mineral concession was the last area in the metamorphic 

package that did not belong to Alio . 

 

Molimentales has completed the process of converting the 674 hectares contracted from the 

Los Chinos Ejido into private property. The 674 ha was purchased by Molimentales, in 2011, 

and the final public instrument documenting the purchase was issued on February 9, 2015. 

 

Since completing the purchase of the 674 ha from the Los Chinos Ejido, Molimentales has not 

undertaken any further land purchases and believes no further purchases are necessary at this 

time. 

 

4.2.2 Magna Acquisition Information  

 

Magna announced that is had entered into a definitive purchase agreement with Timmins, a 

wholly-owned subsidiary of Alio, to acquire the San Francisco mine, on March 6, 2020. Details 

for the acquisition are noted below: 

 

ñSummary of the Acquisitionò 

 

ñUnder the terms of the Definitive Agreement, Magna will acquire 100% of Alioôs indirect 

wholly-owned subsidiary Molimentales del Noroeste, S.A. de C.V., which owns a 100% interest 

in the San Francisco mine and the surrounding mineral concessions, in exchange for:ò 

 

ñOn Closing: The issuance of 9,740,000 common shares in the capital of the Company 

(Common Shares), representing approximately 19.9% of the issued and outstanding Common 

Shares upon closing of the Acquisition (the Consideration Shares).ò 

 

ñ12 Months from Closing: USD 5 million in cash or a 1% net smelter return royalty on a 

portion of the San Francisco mine, at the election of Magna.ò 

 

ñThe Consideration Shares will be subject to a lock-up agreement until the earlier of: 

(i) the date that is 12 months from the closing of the Acquisition, and; 

(ii)  the date on which Timmins and its affiliates collectively hold less than 9.9% of the 

Common Shares on an undiluted basis. In the event that Timmins wishes to sell any 

or all of the Consideration Shares, Magna will have the option to arrange the 

purchaser of such shares until Timmins and its affiliates collectively hold less than 

9.9% of the Common Shares on an undiluted basis.ò 
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Table 4.2  

San Francisco Project, Summary of the Regional Mineral Concessions  

(with Fees for 2020 Noted) 

 

Mineral Concession 

Name1 

Title  

Number 

Owner Location 

(UTM Nad 27 Mex) 

Mineral 

Concession Type 

Area 

(hectares) 

Location 

Date 

Expiry Date Bi-Annual 

Fee (USD)2,3 

Norma Reduccion 229257 
Molimentales del 

Noroeste, S.A de C.V 
452,096,625 E 

3,365,740.855 N 
Mining Concession 4,989.0250 

March 28, 

2007 

March 27, 

2057 
90,000 

Patricia 229241 
Molimentales del 

Noroeste, S.A de C.V 
423,787.078 E 

3,333,878.085 N 
Mining Concession 3,539.4141 

March 27, 

2007 

March 26, 

2057 
63,500 

Los Carlos 227334 
Molimentales del 

Noroeste, S.A de C.V 
423,787.078 E 

3,333,878.085 N Mining Concession 9.0000 
March 5, 

 2002 

March 4, 

2052 
162 

Los Carlos 2 215707 
Molimentales del 

Noroeste, S.A de C.V 
423,787.078 E 

3,333,878.085 N Mining Concession 93.3800 
March 4,  

2002 

March 5, 

2052 
1,675 

Los Carlos 3 225423 
Molimentales del 

Noroeste, S.A de C.V 
423,787.078 E 

3,333,878.085 N Mining Concession 177.6907 
September 6,  

2005 

September 5, 

2055 
3,200 

Dulce 228428 
Molimentales del 

Noroeste, S.A de C.V 
472,205,063E 

3,348,823,297N 
Mining Concession 150.0000 

November 22, 

2006 

November 

21, 2056 
2,690 

Dulce I 240007 
Molimentales del 

Noroeste, S.A de C.V 
503,058.158 E 

3ô384,863.624 N 
Mining Concession 4,325.6836 

March 29, 

2012 

March 28, 

2062 
44,100 

Total:  - - - - 13,284.1934  - 205,327 

Table provided by Alio Gold Inc. 

Notes: 
1 During 2015 and 2016, a number of the claims to the northwest of the existing operation that comprised the regional exploration area were dropped but the claims 

containing the most significant exploration targets were maintained. 
2 Fees are estimated in US dollars based on the rates published in the ñDiario Oficial de la Federacion (DOF)ò. The exchange rate used is 19 pesos = 1 US Dollar. 
3 The table includes payment for both semesters of 2020, the first semester has already been paid by Alio and the payment for the second semester in July, 2020 

will be paid by Magna. 
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Figure 4.3  

San Francisco Project Regional Mineral Concessions Map 

 

 
Figure provided by Magna Gold Corp. Figure dated March, 2020. 
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ñMagna expects to conclude an ongoing arbitration process with a prior mining contractor 

that is related to operations at the San Francisco mine. Discussions between Magna and the 

contractor have been meaningfully advanced, and the Magna expects to come to a positive 

resolution in the near term.ò 

 

ñCompletion of the Acquisition is subject to a number of customary conditions, including 

receipt of all regulatory approvals and the acceptance of the TSX Venture Exchange.ò 

 

ñThe Acquisition is expected to close at the end of March, 2020.ò 

 

On April 24, 2020, Magna announced that the the acquisition agreement was amended by 

Magna and Timmins as follows: 

 

ñAmendment to Definitive Agreement and Private Placementò 

 

ñTimmins and the Company have entered into an amendment to the Definitive Agreement to 

include the closing of the Private Placement (as defined below) as a condition precedent to the 

closing of the Acquisition for the benefit of Timmins. Further to the news release dated March 

6, 2020, the Private Placement will be structured as a non-brokered private placement of a 

minimum of 5,143,000 and a maximum of 5,714,286 common shares in the capital of the 

Company (the ñOffered Sharesò) at a price of $0.35 per Offered Share for aggregate gross 

proceeds of a minimum of approximately $1,800,050 and a maximum of approximately 

$2,000,000 (the "Private Placement").ò 

 

ñThe net proceeds from the Private Placement will be used for the acquisition of, and for 

working capital purposes in connection with, the San Francisco mine.ò 

 

ñIn connection with the Private Placement, certain parties may receive a finderôs fee payment 

equal to 6% of the gross proceeds of the Offered Shares that are sold to subscribers introduced 

by such parties, payable in cash or common shares in the capital of the Company at the 

discretion of the Company, and warrants (the ñFinderôs Warrantsò) to purchase that number 

of common shares in the capital of the Company (the ñFinderôs Warrant Sharesò) equal to 5% 

of the Offered Shares that are sold to subscribers introduced by such parties, with each 

Finderôs Warrant being exercisable for one Finderôs Warrant Share at a price of $0.35 per 

Finderôs Warrant Share for a period of two years from the date of the closing of the Private 

Placement. The finderôs fee payment and the Finderôs Warrants are subject to the approval of, 

and will be issued in accordance with, the rules of the Exchange.ò 

 

ñThe securities issued in connection with the Private Placement will be subject to a four month 

hold period from the date of issuance in accordance with applicable Canadian securities laws. 

The Private Placement is subject to the receipt of all required regulatory approvals, including 

the acceptance of the Exchange.ò 

 

ñThe Offered Shares have not been, nor will they be, registered under the United States 

Securities Act of 1933, as amended (the ñSecurities Actò), and may not be offered, sold or 
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delivered, directly or indirectly, within the United States, or to or for the account or benefit of 

U.S. persons, unless the Offered Shares are registered under the Securities Act or pursuant to 

an applicable exemption from the registration requirements of the Securities Act. This news 

release does not constitute an offer to sell, nor is it a solicitation of an offer to buy securities, 

nor shall there be any sale of securities in any state in the United States in which such offer, 

solicitation or sale would be unlawful.ò 

 

ñSettlement of Arbitration Proceedingsò 

 

ñIn connection with the Acquisition, the Company has also entered into a binding letter of 

intent with Peal de Mexico, S.A. de C.V. (ñPealò) to settle the existing arbitration proceedings 

between Peal and Molimentales del Noroeste, S.A. de C.V., the entity to be acquired by the 

Company which owns a 100% interest in the San Francisco mine, following closing of the 

Acquisition for aggregate consideration of approximately USD6,354,782.81 (plus value added 

taxes), to be satisfied by the issuance of 11,000,000 common shares in the capital of the 

Company (the ñSettlement Sharesò) at a deemed price of $0.35 per Settlement Share on the 

date settlement and USD3,495,130.18 (plus valued added taxes) to be paid in cash within a 

period of 18 months from the date of settlement, with a grace period of six months at the 

election of the Company (the ñSettlementò).ò 

 

ñThe Settlement Shares will be subject to a lock-up agreement until the earlier of (i) the date 

that is 12 months from the issuance of the Settlement Shares and (ii) the date on which Peal 

and its affiliates collectively hold less than 9.9% of the outstanding common shares in the 

capital of the Company. In the event that Peal wishes to sell any or all of the Settlement Shares, 

the Company will have the option to arrange the purchaser of such shares so long as Peal and 

its affiliates collectively hold more than 9.9% of the outstanding common shares in the capital 

of the Company. For so long as Peal and its affiliates collectively hold 10% or more of the 

outstanding common shares in the capital of the Company, Peal shall have the right to 

participate in any future share issuance made by the Company up to a maximum of 19% of the 

outstanding common shares in the capital of the Company on the same terms as the applicable 

equity offering, subject to certain customary exceptions.ò 

 

ñThe Settlement is subject to a number of conditions customary for a transaction of this nature, 

including the entering into of definitive documentation, the completion of the Acquisition and 

the receipt of all required regulatory approvals, including the acceptance of the Exchange.ò 

 

ñThe Settlement Shares will be subject to resale restrictions pursuant to the policies of the 

Exchange which will expire four months and one day from the date of issuance of the Settlement 

Shares.ò 

 

On May 6, 2020, Magna announced that it had closed the acquisition of the San Francisco mine 

pursuant to a definitive share purchase agreement dated March 5, 2020, as amended April 24, 

2020, between Timmins, a wholly-owned subsidiary of Alio, and itself. 
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Magna also announced the following key milestones: 

¶ The closing of a concurrent non-brokered private placement, providing the Company 

with gross proceeds of approximately C$2,000,000. 

¶ A favourable agreement with Peal, the prior mining contractor for the San Francisco 

mine, with respect to the ongoing arbitration process (the Settlement). 

 

 MEXICAN M INING LAW  

 

When the Mexican mining law was amended in 2006, all mineral concessions granted by the 

Dirección General de Minas (DGM) became simple mining concessions and there was no 

longer a distinction between mineral exploration or exploitation concessions. A second change 

to the mining law resulted in all mining concessions being granted for a period of 50 years, 

provided that the concessions remained in good standing. As part of the second change, all 

former exploration concessions which were previously granted for a period of 6 years became 

eligible for the 50-year term. 

 

For any concession to remain valid, the bi-annual fees must be paid and a report has to be filed 

during the month of May of each year which covers the work conducted during the preceding 

year. Concessions are extendable, provided that the application is made within the five-year 

period prior to the expiry of the concession and the bi-annual fee and work requirements are 

in good standing. The bi-annual fee, payable to the Mexican government to hold the group of 

contiguous mining concessions for the San Francisco operations is USD 604,710. The bi-

annual fee to hold the group of contiguous mining concessions which comprise the regional 

mineral property is USD 205,327. 

 

All mineral concessions must have their boundaries orientated astronomically north-south and 

east-west and the lengths of the sides must be one hundred metres or multiples thereof, except 

where these conditions cannot be satisfied because they border on other mineral concessions. 

The locations of the concessions are determined on the basis of a fixed point on the land, called 

the starting point, which is either linked to the perimeter of the concession or located thereupon. 

Prior to being granted a concession, the company must present a topographic survey to the 

DGM within 60 days of staking. Once this is completed the DGM will usually grant the 

concession.   

 

 PERMITTING AND ENVIRONMENTAL  

 

Since the San Francisco Project is located on a number of concessions upon which mining has 

previously been conducted, all exploration work continues to be covered by the environmental 

permitting already in place and no further notice is required to be given to any division of the 

Mexican government. The specific environmental permitting of the San Francisco mine site 

was obtained in December, 2007, via an environmental assessment, and it is valid for the 

duration of the seven mining concessions that comprise the mine, provided that Molimentales 

keeps the permitting in good standing. Water for any drilling programs at the San Francisco 

Project is obtained from the on-site water wells.  
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Micon is unable to comment on any remediation which may have been undertaken by previous 

owners. Environmental studies and permitting by Alio  for its San Francisco Project are 

discussed in Section 20.0 of this report. Magna has not completed any further environmental 

studies and permitting as of the date of this report.  

 

 

 



 
 

 40 

5.0 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE  

AND PHYSIOGRAPHY  

 

This Section has been partly extracted from the June 1, 2020, Technical Report completed by 

Micon for Magna and updated with further information, if applicable.  

 

 ACCESSIBILITY  

 

The San Francisco property is readily accessible from Hermosillo, the state capital of Sonora, 

via Mexican State Highway 15 (Pan American Highway). The property is 150 km north of 

Hermosillo and is 120 km south of the United States/Mexico border city of Nogales, also on 

Highway 15. The San Francisco mine site is 2 km west of the town of Estación Llano. The 

major population centre for the region is Magdalena de Kino (Magdalena) to the north, with a 

population of over 50,000 inhabitants. Figure 5.1 is a view of the San Francisco mine from 

Highway 15 driving south towards Hermosillo. 

 
Figure 5.1  

San Francisco Mine as Viewed from Highway 15 Driving South from Santa Ana 

 

 
Photograph taken during the May, 2017 Micon site visit. 

 

The mineral concessions are located approximately due west and north of Estación Llano, with 

the closest accommodations being in Santa Ana, a small city located to the north on 

Highway 15. 
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 LOCAL RESOURCES AND INFRASTRUCTURE 

 

Guarded gates are maintained across the access road to the mine and immediate Project area. 

Exploration can be conducted throughout the year, with the desert monsoon season occurring 

between July and September. Materials needed to supply the mine are transported by either 

truck (utilizing Mexican State Highway 15) or by rail (utilizing the Ferrocarril del Pacifico 

railway), both of which pass through the community of Estación Llano. 

 

Magna has been granted the temporary occupation of surface rights at the San Francisco mine 

by the DGM for the duration of the exploitation concessions. In the case of an exploration 

concession, the holder is granted temporary occupancy for the creation of land easements 

needed to carry out exploration for the duration of the mineral concession. In order to 

commence mining, the holder of the concession is required to negotiate the surface rights with 

the legal holder of these rights or to acquire the surface rights through a temporary 

expropriation. The current surface rights are more than adequate to cover the infrastructure, 

mining and stockpile areas needed for the life of the Project.  

 

Water for the drilling programs is available from three wells located on the mine site. The 

water table in the area of the mine is approximately 25 m below the surface. A typical water 

well is shown in Figure 5.2. 

 
Figure 5.2  

View of a Water Well Located on the San Francisco Project 

 

 
Photograph taken during the 2017 Micon site visit. 

The surrounding cities and towns supply the majority of the workers, with the professional 

staff coming from other parts of Mexico. 

 

The site contains all of the necessary infrastructure to maintain and operate the equipment and 

mine. 

 




































































































































































































































































































































































































































































































































































