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1. Summary

1.1. Introduction

I9NRSYS wS&az2dz2NOS 5S@St2LIYSyd / 2NLR NI i A@yWiniagh 9 NRS Y ¢
Limited 0@2% 62 &dzLJL2 NI YR YIFylF3S GKS GSOKy 2RI & CNS LR
w S LJ3 INJcEordance with the Canadian Natiohadtrument 43101 Standards of Disclosure for
aAyYySNIf tNRBBOGATANDLDLKSANI mnxk: 26y SR . I, éHicyk YKdzyR
includes the BK Gold Deposit and the Dark Horse Mane Gold Ddpoated in Bayankhongor

province, southwstern Mongolia. Technical works for thisuplate Report were provided by a group

of independent engineering and consulting firms with experience in Mongolia and globally. The
effective date of the F@pdateis August 15202 and is based on a Mineral sircefor the BK gold

depositwith an effective date oApril 20, 2023, and a Mineral Resource for the Dark Horse Mane gold

deposit with an effective date of November 1, 20224 includes an updated Mineral Reserve with

an effective date oAugustl, 2023.

The FSipdateenvisions a higlgrade, operpit mine, beginning at surface in the southern portion of
the BK golddeposit (Striker and Gold Hill), and expanding northward into adjacent zones at Midfield
and North Midfield to a maximum depth o5%meters The Dark Horse deposit will commence mining
concurrently with BK, from the third year of operatigrie a maximum depth 055 meters Total
mineable mineralized plant feed4amilliontonnesat an average diluted head graded/t gold and
avergye strip ratio 0fLl0.91 (wastetonne: plant feedtonne).

¢tKS RS@OSt2LIVSYld AyO2NLRNIGSa 02y @Sy idAz2ylf ONHzaKA
plant with processing capacity ofaB5tonnes per day and a projected gold recovery of 93%. Total
recovered gold over the life of thHerojectis476,001ouncesand total recovered silver over the life of

the Project is 121,278 ounce&oldand silverwill be produced as doré and sold to the Bank of

Mongolia at the daily spot price on the London Metals Exchange.

Based on current reservedid development will operate for eigland a halfyears including a ore

year preproduction period,six and a half yeamining and processing period and eypear dosure

period. Prospective areas in the vicinity of the deposit amtested prospects on the Khundii mining

license and contiguous Ulaan exploration licenggrpvide significant opportunities to expand
resources and extend the mine life. These areasagNNE y i f &8 GKS F20dza 2F (KS
work with drilling and technical studies underway to improve confidence for future development.

1.2. Key Study Outcomes

This section presents the outcomes of the mine plan and economic analysis completed Barytre
Khundii F&ipdate The economic analysis represents forwlrdking information that is subject to a
number of known and unknown risks, uncertainties and other modifying factors that may cause actual
results to differ materially from those presente@lhe material factors or assumptions used in the
economic analysis and associated risks or uncertainties aredslgribed inSection 22Z;Economic
Analysisand Section 25Interpretations and Conclusions

The results of the economic analysising base case parametease favorable for the Bayan Khundii
t N22SO0d ¢ KéNet Ri@senb\alieQn pfING RRVEROR WSg4A5.0ndilidon at the
base gold price of USEi 1 LIS NJ 2 dzy O S o -tak KES at UEB1808 (62 fioQricef Igidasii
US$TZ0dmillion.¢ KS Ly i SNY I f IRM 4430 prFax an836. ahdsttas. tihe payback
period is expected to b2.0years pretax and2.4years postax.

The key study outcomes for the projected mine plan and economic reseligresented inablel-1.
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Tablel-1 Financial Results from the Bayan Khundii Economic Model

Cash Flow SummarBased on US$1,800/0z Gold; US$23.62/0z Silver)

Financial Results Units Amount US$/ouncel!
Processing Target M Tonne 4.0 N/A
Actual Feed / Au g/tonne 4.0 N/A
Actual Feed / Ag g/tonne 1.7 N/A

Doré Production
Gold Ounce®roduced Ounces 476,001 N/A
Payable Gold (99.85%) Ounces 475,287 N/A
Revenue Uss M 855.5 1,797.3
Silver Ounces Produced Ounces 121,278 N/A

Payable Silver (99.85%) Ounces 121,097 N/A
Revenue Uss M 2.9 236
Doré Selling Costs US$ M -1.6 -3.4

Net Project Revenue Us$ M 856.8 1,800.0
Operating Costs Uss$ M -351.6 -738.7
Royalties US$ M -51.5 -108.2
Real Estate Tax Uss$ M -2.9 -6.1

Operating Earnings Us$ M 450.8 947.1
Initial Capital Expenditure Uss$ M -100.4 -210.9
Sustaining Capit&xpenditure US$ M -3.7 -7.8
Environmental & Closure Costs Uss M -6.8 -14.3
Salvage Value US$ M 2.0 4.2

PreTax Cash Flows Uss M 341.9 718.3
Corporate Income Tax US$ M -97.7 -205.3

PostTax Cash Flows Uss M 244.2 513.0

Result Summary
Financial Results Units Amount US$/ouncel!

PreTax
NP\#* US$ M 245.0 N/A
IRR % 44.3 N/A
Payback Period Year 2.0 N/A

PostTax
NP\#* Us$ M 170.1 N/A
IRR % 35.3 N/A
Payback Period Year 2.40 N/A

Notes:

=

Amount perounce is calculated based gold ounces produced totaling 476,001 ounces.

Initial capital expenditure consists of construction indirect costs, construction direct costs, owners
project costs, mobile equipment, and contingencies.

Totals may not add ugue to rounding.

Page27 of 439



Bayan Khundii Gold Project
Feasibility Study Update, NI-481 Technical Report

1.3. Property Description and Location

The Project is located in southwest Mongolia, approximately 980 km southwest of the Mongolian
capital and 300 km south of the provincial capital, Bayankhongor City, as shdwguiel-1. The
Project is situated within an emerging gold district that Erdene refers to as the Khvimdirals
5Aa0NBOID 20 @K A OKBKAand OdrideRrSeaMageld 8eposis, & ¢St a4 GKS
adjacent Ulaamxploration licensell KS / 2 Y LJ y & Q &olymetailic gepobit-ant] Zaua ¥od
coppermolybdenum deposit, and a collection of mineral occurrences at various stages of exploration.

The Project is 100% held by Erdene Mongol LLC, a wholly owned sybsidindene. The Projeist
located withinthe Khundii Mining License (Md21444, 2,308.62 ha). Tenure thie Mining license
has been confirmed as of the date of this FS Regdltpermits have been obtained for ongoing
exploration and technical field pgpams along withall major permits for the Project construction
works including for the process plarfermitting for the selectedfacilitiesand mine operations are
plannedin the course of the project development, consistent with legal requirements
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Figurel-1 Location of the Project(Tetra Tech, 2019a)

1.4. Environmental Studies, Permitting and Social or Community Impact
Erdene has completed the following studies amdacuted the listed agreements for the Project in
compliance with the applicable Mongolia regulations and Project standards:
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O 9YDBANRBYYSYGl € YR { 20Xl fAnlndepdndent ESIAfarShe a Y Sy
Project has been prepared in accordance with teguirements of the European Bank of
Reconstruction and Development and disclosed in June 2020.

0o 5SGUFAf SR 9YGANRBYYSyY(l f :AYibdeg@ident BEASG ane Sy G 6
Project has been preparemhdwas approved by the Mongolian Ministry of Environrhen
and Tourism in lat@021.

O Local Cooperation AgreementThe Company has executed a Local Cooperation
Agreement with local governmesifpursuant to Article 42 of the Law on Minerals of
Mongoliathrough theend of 203.

0 Annual EnvironmentalManagement Plan and RepartThe Project remains in good
standing with its annual environmental reporting requirements as of the date of this FS
Report

O Hazardous Materials The Company has prepared its statutory risk assessment for
hazardous materials a®quired in the Project DEIA. Formal application for hazardous
materials permission, including for reagents and chemicals, such as cyanide, for the Project
must be submitted subsequent to the construction and State commissioning of its facilities.

The Compny has receivedll majorpermits for the Project developmer@nd commenced early site
construction works in mi023 A water reserve for the purposes of mining and mineral processing
at Bayan Khundii has been registered with the government. Application for water use permits must
be submitted upon commissioning of the water supply system.

Baseline studies and impact assments for the Project, which are documented in full in the ESIA and
DEIA, have been completed for the potential impact domains of climate and air quality, noise and
vibration, topography, landscape, geology, soil and seismicity, surface water quatitg|dgy and
hydrogeology, biodiversity conservation, waste, population and demography economy and
employment, land use, cultural heritage, occupational and community health, safety and security, and
transport. Management plans have been created for eadihede areas of potential impact.

Erdene consults with stakeholders in the course of its business, including both statutory and voluntary.
The statutory consultations required under Mongolian law during the DEIA processorameted

in 2020. The Local @peration Agreement also commits the Project to ongoing consultation with
local stakeholders over the course of the Project life cycle.

Mine closure and reclamation will be performed in accordance with Mongolian regulations and
guidelines. All buildingand facilities not identified for a poshining use will be removed from the

site during the salvage and site demolition phase. Mine closure costs have been estimate®.8t US$
million. The conceptual mine closure plan (CMCP) for the Project wihiewed and continually
improved during the development and operations phases of the project. A statutory mine closure plan
must be filed with the government three years prior to the planned completion of mine operations.
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Geology Setting and Mineralizatio

TKS tNr2SOl Aa f20IGSR 6AUKAY (GKS az2dziKS|

to as the Edren Terrane; Badarch ef 2002). The Trans Altai is an island arc terrane within the Central

Asian Orogenic Beft & / ! h . ¢ éxEnd# ioke@hign 3,000 km from the Urals to the Pacific. This

LJI

orogenic belt formed by the accretion of island arcs, ophiolites, ocean islands, seamounts,
accretionary wedges and microcontinents similar to the Mese@@nozoic accretionamrogens of

the Circum Pacific. The CAGB(rel-2) is host to numerous porphyry copper and epithermal Au
deposits of largely Devonian to Permian age (intrusions and/or ore; Yakubchuk et al.,
al., 2021). The closest known depositghis type in Mongolia are those of the Oyu Tolgoi cluster,

located ~700 km ESEB&yanKhundii
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Tectonostratigraphic terrane map
of southwestern Mongolia

Figurel-2 Tectonostratigraphic map of Mongoliaith Location of Trans Altai Terrain
(modified after Badarch et al., 2002)(Source MacDonald 2023)

Thea 2 dzi KSI a0 LERNIA2Y 2F (G4KS ¢! ¢ A& NBFSNNEBR
(Figurel-2) and hostto a number of porphyry and epithermal deposits and occurrences, including the
BK gold deposit, the Dark Horse gold deposit, the Altan Narggdanetallic deposit, the Zuun Mod
Mo-Cu deposit and the Ulaan SE gold mineralization.

2012; Wang et

g2

The bedrock geology of the Khundii license area is dominated by a sequence of the Carboniferous
Ulziithar Formationcomprised of tuffaceous units, volcanoclastic sedimentary sequences, basalt and

andesiteflows and volcanic brecciand isapproximately2,000 m thick. Rocks of the Ulziitkhar
Formation were intruded by multiple plutons and stocks of the early Carboniferous Bayan Airag
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intrusive complexand together these rocks were unconformably overlainPleymianand Jurassic
volcanic and sedimentary units. All rocks in the region are overlain by unconsolidated sediments of
Quaternary or Recent age.

Three sets of structures were distinguished in the KMD by their orientation and length, relationship
to graritoid intrusions, and their crossutting relationships. The largest and oldest set comprises first
order ENBrending lithospheric scale lineamentisterpreted asdeep-seated, inherited basement
structures. At least two such structures coincide withalagravity anomalies with the Altan Nar and
Bayan Khundii deposits located along two separate ENE structures. A second set comprises structures
that trend NEn en echelon fault segments that collectively define the ENE lithospheric trend. This set
of NEtrending faults, including those at the Bayan Khundii deposit, are interpreted as a series of
normal faults with dipslip displacement. These extensional faultsiaterpreted to have formed the
controlling structures at Bayan Khundii. Model integration of structural data from the BK gold deposit
in three dimensions indicates a set of tilted extensional fault blocks in which gold was deposited in a
fractured relay amp structure between the fault tips of two sefhked normal faults. A third set of
smaller, NS trending lineaments aneoted. One of these # structures hosts the Dark Horse Mane
gold deposit and can be traced for 3.5 km to the south where it comrnecthe extensional faults of

the Bayan Khundii deposit.

Mineralizationat the BK gold depositonsists of gold tsilver in massisaccharoidal, laminar and
combtextured quartz thematite veins, mulstage quartzadulariachalcedony thematite veins,
guartz-hematite breccias, lang late fractures (thematitapecularite), and as disseminations within
intensely illitequartz altered pyroclastic rocks, where it is commonly associated with hematite that
partially or completely replaced pyrite grains. Goitheralizationis mostly hosted in parallel NASE
trending, moderatelydipping (approximately 4% zones that range in width from 4 to 149 m.

Gold mineralizatiorat the Dark Horse Mane depossthosted within strongly altered tuffaceous and
volcanoclastic roks, crosscut by quartz and quahtematite veins and stockwork zones. Several vein
types are present, including combxtured quartzadularia veins, sugary crustifortaxtured quartz
veins, and multstage quartzzhalcedony veindMineralization is assaaied with a shallow (<60 m
depth) oxide zone with higgrade Au mineralization aDark Horseincluding well-developed
structurally controlled supergene oxide zones which lies abdueallydeeper sulphideich zone.

1.6. Exploration

Erdeneacquired the Khundii exploration license in 2010 and initial exploration included prepéafty
geological mapping, soil sampling and a magnetic survey (2012) while more detailed exploration,
including detailed geological mapping, rock chip sampling asmthing was initially focused on the
central part of the license on a project referred to as Altan Armoow part of the Greater Dark Horse
prospect area.

In early 2015, Erdene geologists identified, through rock chip sampling, newgisidg low-
sulphidation epithermal goldnineralization associated with a zone of intensely altered (qudltite)
pyroclastic lithologies, about 5 km south of Altan Arrow. This area, referred to as the BK Gold Project
was the focus of detailed exploration in 262622 hat culminated in the identification of the Bayan
Khundii gold deposit as presented in the report.

Erdene discovered the Dark Horse Mane deposit, located 2.4 kilometres north of the Bayan Khundii
deposit, when initial drilling, reported in early 2021, ratad 5.97 g/t gold over 4feters beginning
10metersdownhole (AAEB8). The mineralization at Dark Horse Mane includes a shallow oxide zone,
begimingat surface, hosting supergene enriched gold zones with values up to 195 g/t oveefl met
and rangingn thickness from 20 to 6@neters vertical depth with locally deeper oxidation along
fractures. A detailed exploration program was carried out in the greater Dark Horse prospect area
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between 202Q; 2023. Work to date has identified the Dark Horse Mane Gelabsit and the maiden
mineral resource estimate for Dark Horse Mane is included in this report.

To date, eploration techniquegmployed across the Khundii liceriseluded the following:

0 Detailed geological and structural mapping;

Rock chip sampling;

Progressively more detailed soivith select areasow at 25m grid sampling

Geophysical surveys, including:

Ground magnetic surveys with line spacing at 100 m, 25 m and 10 m spacing;

IP dipoledipole lines atLl00 m t0200 m spacing;

Gradient IP surveys ev 13 knt at BK and Dark Horse

Ground gravity survey at 200 m station spacing;

Compilation and 3D modelling of all geophysical data; and

O Scout drillingn a number of prospective areas, particularly in the greater Dark Horse area,
including theAltan Arrow prospect.

O 6 O

O O O o o

Further exploration is required to determine ttigll extent of mineralization on th&hundiilicense.
Erdene intends to continue exploration with the goal of expandingeralresourceswithin the Bayan
Khundii Project area.

1.7. Mineral Resource Statement
The current Mineral Resource Estimatel a wi& the)Bayan Khund@old Project includeSIREs for
two separate deposits, one for the BK Gold Deposit and one for the Dark Horse Mane Gold Deposit.

1.7.1. BK Gold Deposit MRE

The BK Gold Deposit MREs preparedand disclosed in accordancetivthe CIM Standards and
Definitions for Mineral Resourcea@Mineral Reserves (2014). The QP responfibldese resource
estimates is Mr. Paul Daigle, P.Geo., Principal Resource Geologist fddidi@d® Consultants Inc.
0 a ! D The effective date of these Mineral Resources is 2pr2023.

The Mineral Resurce has been constrained to a conceptual pit shell and is reported ataifayrtade

of 0.40 g/t gold. The assumptions and parameters utilized to establish theficgtade and pit shell
are reported below imotes to Table1-2. AGPrecommends reporting the Bayan Khundii Mineral
Resource at a 0.40 g/t gold coff.

Table1-2 Mineral Resource Estimate fahe BK Gold Deposieffective April 20, 2023

Resource Quantity cok Ounces Gold slien ances
iy Grade Grade Silver
Classification (Mt) (Koz)
(Au glt) (Ag a/t) (Koz)
Measured 4.0 3.03 394 1.44 187
Indicated 3.3 2.04 219 1.22 131
M&I 7.4 2.58 613 1.34 319
Inferred 0.2 1.08 6 1.32 8
Notes:

O Mineral Resources that are not Mineral Reserves do not have demonstrated economic
viability.

Summation errors may occur due to rounding.

The effective date of the Mineral Resources is 20 April 2023.

Open pit mineral resources are reported within an oédiconstraining shell.

Openpit cut-off grade is 0.4 g/t Au based on the following parameters:

0 Gold Price of $US 2,000/0z Au

0 00O
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0 Gold recovery of 95%
0 Mining Costs of $US 3.00/t
o Milling Costs and G&A of $22.00/t

0 Capping of gold grades was 200 g/t Au and BQAg on 1 m composite values.
© The density varies between 2.58 g/émnd 2.66 g/cridepending on lithology.

1.7.2. Dark Horse Mane Gold Deposit MRE

wt a Df RPM fas indépendently estimated the Mineral Resourtasthe Dark Horse Mane
gold deposit based on the data collected bydene as at the 1 of October 2022. The Mineral
Resource estimate and underlying data comply with the guidelines provided in th@€fiMtion
Standards under NI 4801, therefore RPM considers it suitable for public reportifige Mineral
Resources were completed by Mr. Oyunbat-Bahir (Qualified Person).

The Statement of Mineral Resources for the Dark Horse deposit is reported algold cubff grade

of 0.35 g/t Au for oxide and transition mineralization and 1.02 g/t Au for fresh mineralizatien
Mineral Resource has been constrained to a conceptual pit shell. The assumptions and parameters
utilized to establish the cebff grade and pit shell are reported below in notesTablel-3.

Table1-3 Dark Horse Mane Gold DepogjtMineral Resource Estimate Summary, November 2022

Indicated Mineral Resource Inferred Mineral Resource

Gold Grade Ounces Gold Tomes Gold Grade Ounces Gold

Oxide 578 3.0 56.2 75 11 2.7
Transitional 99 15 4.8 109 1.2 4.1
Fresh 5 4.9 0.7 - - -
Total 682 2.8 61.7 184 1.2 6.8
Notes

1. The Statement of Estimates of Mineral Resources has been compiled under the supervision of Mr.
Oyunbat BatOchirwho is a fulitime employee of RPM and a Member of the Australian Institute of
Geoscientists. Mr. Badchir has sufficiergxperiencehat is relevant to the style of mineralization and
type of deposit under consideration and to the activity that he hetfertaken to qualify as a Qualified
Person as defined in the CIM Standards of Disclosure.

2. All Mineral Resources figures reported in the table above represent estimates at November 1, 2022.
Mineral Resource estimates are not precise calculations, being dependent on the interpretation of
limited information on the location, shape and continuitfytbe occurrence and on the available
sampling results. The totals contained in the above table have been rounded to reflect the relative
uncertainty of the estimate. Rounding may cause some computational discrepancies.

3. Mineral Resources are reported ony in-situ basis.

4. The Mineral Resource is reported using a 0.35 g/t Awffrade in oxide and transition mineralisation
and 1.02 g/t Au cubff in fresh mineralisation and is constrained above conceptual optimised pit shell.
Cutoff parameters wereelected based on an RPM internal -ofit calculator, assuming an open cut
mining method with 5% ore loss and 10% dilution, a gold price of US$1,723 per ounce, a mining cost of
US$3 per tonne and a processing cost of US$16 per tonne milled and processwegyref 90% for
oxide, 87% for transitional and 30% for fresh Au mineralisation. The conceptual optimised pit shell was
constructed using a gold price of US$2,000 per ounce, which is 1.4 times tHerfongonsensus
forecast price.

5. Mineral Resourcesferred to above, have not been subject to detailed economic analysis and therefore,
have not been demonstrated to have actual economic viability.
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1.8. Mineral Reserve Statement

Mineral Reserves estimated for the Bayan Khundii and Dark Horse deposit are bagedsured
and Indicated Resources, with an effective data of Augiu023 and calculated by O2 Mining, and
use FS level engineering designs for the pit and associated process plant operating parameters.

The cutoff grade for mineral reservealculations is 0.63 g/t Au for Bayan Khundii and @/68u for

the Dark Horse deposit, and was basedaogold price of $1,816/0z. THeeserveas defined by the
regularized block model contains modelled mineral losses of 2.5% and average interral dild®%
within the ultimate pit.

A summary of the Mineral Reserves estimated for the Bayan Khundii and Dark Horse deposit with an
effective date of Auguslt, 2023can be foundn Tablel-4 and Tablel-5.

Table1-4 Bayan Khundii Gold DepositMineral Reserve Statementugustl, 2023

Classification To(r':/lrgalge (;:Tue) Contained Au (Koz (;:?ge) Contained Ag (Koz
Proven 2.7 4.1 360.2 1.8 159.4
Probable 1.1 3.0 104.7 1.7 61.1
Total 3.8 3.8 464.9 1.8 220.5

Tablel-5 Darkhorse Gold Deposit Mineral Reserve Statement, August 2023

e Tonnage Grade .
Classification (M) (g/t Au) Contained Au (Koz)
Proven 0 0 0
Probable 0.2 7.0 48.8
Total 0.2 7.0 48.8
Notes:

1. The effective date of the Mineral Reserve estimate is AuguaB23. The QP for the estimate is Mr.
Julien Lawrence @2 Mining Limited

2. The Mineral Reserve estimates were prepared weitbrence to the 2014 Canadian Institute of Mining,
aShlFfftdNHe FyYyR t SGNRBf Sdzy o0da/ Laé¢v S5SFAYAGAZ2Y { i} yF
CIM Best Practice Guidelines;

3. Reserves estimated assuming open pit mining method,;

4. Waste to ore cubffswere determined using a NSR for each block in the model. NSR is calculated using

prices and process recoveries for each metal accounting for-ait@fbsses, transportation, smelting

and refining charges;

Reserves are based on a gold price of $1,81&/od

6. aAyYSNIf wSasSNwSa ¢SNB OFfOdA I GSR FNRY | RAfdziSR
of 10% and losses of 2.5%.

o

1.9. Mining Method

Mining operations, designed as part of this FS, focus onBKend DarkHorse openpit and
surrounding infastructure. The Bayan Khund#roject site is comprised of the opepit mine,
processing plant and integrated waste rock and dry cake tailings storage facility. Additional
infrastructure for maintenance facilities and an accommodation village are includex proposed

mine uses conventional opgpit truck and shovel methods for ore extraction.

Initial evaluation of Whittlet pit shells was completed based on geotechnical and economic
parameters to determine potentially economically minable material. Thetti&li optimization
process identified three main pit areas defined as Striker, Midfield and North Midfield. Subsequently,
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two stages of pit design and development were planned based on the Whitidimization output.

The BKDepositpit exit level is apmximately 1,23 Y S G SNE | 02 hfRiEHSH yRS ABT OKS
maximum depth of 1,08 mRLat the North Midfield Pit.For the Dark Horse pit exit level is
approximately 1,2Z3YS G SNA | 602 @8 aSI yRSKEE OK&4a [220mRIEEA YdzY RS
Overall mining inventory within the ultimate pit design is 47.9 miltmmso ¢ a 1€ 0 2F KA OK n.
classified as waste and 4.0 Mt is classified as ore. The average grade for process plant gold feed is 3.98

g/t gold containing approximately 513.7 thduy R 2 dzy 0Sa o6avY21 é0 2F 3FJ2f R A
Akild &aAf OSSN O2y Gl AyAy3a FLIINBEAYFGSE8 nHunodp (K2dzal

The designed process plant throughput rate is 650 thougandLJSNJ | yy dzY o6a YOG LI ¢ 0 &7
for the first yaar of operations and 650 Ktpa from Year 2 onwards. The total productive mine@ife is

years, with an additional 3 months of ppeoduction to generate waste for construction of the run

ofYAYS &aG201LIAES 6awhaév | yR AYéanBadlprictsR plant 4 G S 1
commissioningAn average of 12.6 Mtpa of total @i production is required from Year 1 to 3 and

this progressively reduces down to 1.3 Mtpa from Year 4 to Year 6, at which time ore from the North
Midfield zone is sufficiently exped to generate consistent process plant feed.

¢CKS adGd201LAES FTYyR LINRPOSaa LIXlyld FSSRAy3a adNraGs
balancing feed grade and stockpilelrandle quantities. A cap of 4.5 g/t Au for feed over a monthly

period has ber applied to reduce the risk of gold recovery loss in the processing plant. The maximum
stockpile quantity is approximately 611 Kt, and totahendle of stockpile material is approximately

896 Kt over the life of mine.

In total, 476 Koz of gold are exped to be recovered at an average gold recovery rate of 92.7%, and
in total 121 Koz of silver are expected toreeovered at an average silver recovery rate of 55 %.

Table1-6 LOM Schedule Summary in afe

Total Mining Inventory

Total Expit Kt 2,737 12,600 | 12,600 | 12,600 | 3,390 | 2,760 | 1,276 | 0 | 47,963
Waste Kt 2,685 12,010 | 11,673 | 11,919 | 2,726 | 1,964 | 969 0 | 43,945
Ore Kt 52 590 927 681 664 | 796 | 307 0 4,018
Au Grade gl 3.66 4.02 3.23 535 | 3.71 | 354 | 486 | 0.00| 3.98
Mined Gold oz 6,159 76,260 | 96,317 | 117,108 | 79,337| 90,597 | 47,950| 0 | 513,728
Ag Grade gl 1.16 1.62 1.47 1.98 1.98 | 1.49 | 2.06 1.71
Mined Silver oz 1,951 30,670 | 43,881 | 43,444 | 42,223| 38,022| 20,316 0 | 220,506

Processing and Stockpile Balance

Mill Feed Kt 0 500 650 650 650 650 650 | 268 | 4,018
Feed Au Grade gl 0 4.50 4.50 4.50 450 | 450 | 2.77 | 0.86| 3.98
AuProcess
% n/a

Recovery 93.8 91.8 92.0 929 | 925 | 933 | 927| 927
GoldRecovered 0z 0 67,836 | 86,362 | 86,476 | 87,336| 86,976 | 54,159 6,856| 476,001
Feed A4 Grade g/t 0 1.72 1.91 1.30 261 | 194 | 127 |051| 171
AgProcess %

Recovery 0 n/a 55.0% 55.0% | 55.0% | 55.0% | 55.0% | 55.0% |55.09% 55.0%
SilverRecovered | oz 0 15,215 | 21,902 | 14,896 | 29,988 22,285 | 14,588 | 2,405| 121,278

Stockpile Balance
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Schedule Items Unit ‘
Balanceon Kt 52 143 419 451 464 | 611 | 268 0
Balance Au grade | g/t 3.66 2.19 0.92 2.44 1.26 | 0.88 | 086 | 0.00
Balance 4grade | g/t 1.16 1.08 0.67 1.75 0.87 | 054 | 051 | 0.00
Rehandé Total Kt 0 41.8 21.8 | 162.1 | 340 | 3.2 | 3657 |267.8| 896.4

To satisfy the productivity and selectivity required over the life of mine, primary and bulk waste
excavation will be undertaken with twblyundai HX1259 backhoe configuration excavators and
selective waste excavation and ore excavation will be undertakigh a singleHyundai HX520
backhoe configuration excavator. 6@nne wide bodydump trucks will be used to move ore and
waste material, maximizing overall truck utilization, and unifying the truck spare parts stock. A single
60-tonne wide body dumpruck was selected for tailings haulage from the process plant to the tailing
cells located within the IWF.

Both production and control drilling are needed during mining operations. Production drilling is for
bulk waste material, and control drillingfisr wall blast, selective waste, and ore blast.

02 has simulated ancillary fleet based on our prior operating experience and the application needed
at Bayan Khundii. O2 has allowed for some extra dozer capacity for IWF wall and tailings flattening
and prayressive rehabilitation activities.

Tablel-7 Fleet Summary

Fleet Names No. Required

Major Fleet
Hyundai HX1250_9 2
Hyundai HX520
CDT60 19
Epiroc Smart ROC D65 3
Sandvik DP1500i

=

Ancillary Fleet

Loader XCMG LW900KN
Dozer- XCMG SD9N

Hyundai HX520

Grader- XCMG GR3005Tpro
Water Cart; CDT60 with tank
Service Truck

P PPN R ON

Compactor- 10T

Support Fleet (various light vehicle units, lighting, pumps, emergency equipment, etc.)

1.10. Project hfrastructure
Infrastructure for the Bayan Khunéfirojectis designed to support efficient dag-day operations and
includes

© Main and internal access roads;
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0 Bulk earthworks, including clearing of all required areas, installations, includivertsyl
box cuts for landfill, backfill and compaction of construction locations, hard stands, dams,
drains, catchments, services trenching and water storage ponds

O Accommodation village installation, reticulated services, waste disposal, water treatment,
medical facility, and associated infrastructure;

0 Communications system;

0 Buildings, including ablutions, laboratory, reagents storage and bus shelters;

0 Steelframed buildings, including an Office (inclusive of emergency medical facility), HV/LV
workshops, Virehouse, Central Heating Plant and Security Guard House;

0 Fuel Storage and distribution facility;

O Power related civils and genset/solar generation area;

O Power, water, heating, and wastewater reticulation across the project site;

O Site fencing and security;

O Process plant and gold room securiyrd

O Bore field water supply.

Infrastructure placement and design was sited with consideration of the prevailing winds on site to
mitigate dust formation, areas of light and heavy vehicle interaction on fteaals, and drainage and
catchment areas to mitigate potential flooding.

An onsite power plant is proposed to meet reliability and anticipated power requirements, with a
combined solar/diesel generation method. The selected sdiesetbattery power statbn has been
designedwith a 145MW diesel generator, 5 MW solar power plant, aBdMWh battery energy
storage.

The site requires an average of approximately 573 m3/day (or 6.6 L/s) of raw water to sustain mineral
processing, mine dustuppression and camp domestic water requirements. Water is envisaged to be
supplied from the nearby Khuren Tsavz & 3 &y -{ { 4 6lJ o, botBFapBdxiRately 1 to 4

km southsouthwest of the Bayan Khundii processing plant. This nearby borefialdnkécative
capacity to meet the annualized demand rate. Howewbe assessedsustainable yield othe
individual wellsvaries significantly which in turn maylimit the maximum sustainable yield of the
aquifer. As groundwater is primarily hosted in llized fracture systems that are variable with limited
connectivity a below-ground pipeline is proposed to transport water from the borefield to a raw
water tankwithin the processing plant for treatment. A separate, smaller water supply system in
proximity to the camp is planned for the camp water requirements. Secondary water requirements at
the accommodation camp and other buildings or site facilities will be treated further to allow a potable
water source for drinking water and safety showers.

1.10.1. Construction Delivery Model
Erdene plans to engage an EPC contractor to deliver the bulk of the construction work.

Under an EPC model, the contractissumes full responsibility for their elements of tARR 2 S Ol Q&
design, procurement, andonstruction This minimizes coordination challenges and streamndm
communication. Moreover, under this model the EPC contractor assumes a significant portion of the
construction risks, including cost overruns and delays.

EPC Scope of Work

O Processing Bht
Crushing Station
Central Heating Plant
Admin Building
Chemical Storage

0O 6 00
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Warehouse
Heavy Vehicle Workshop
Guard House
Laboratory
Water Supply System
Wastewater Treatment Plant
{6A0GO0OKNR2YAaZ ¢NIYaF2N¥SNEZ 9 al//l Qa
Main Control Room
0 Permanent Camp
In additin to construction and general procurement for the facilities listed above, the EPC contractor
will undertake:

00000000

0 Detailed Engineering
0 Construction Permitting
O Construction readiness planning
In parallel to the work undertaken by the EPC contradindene will manage:

O Mechanical package procurement

Fencing and site security

IWF Establishment

ROM Pad Establishment

HV Haul Roads

Explosives Magazine

Permanent Fuel Depot

Power Station

1.10.2. InfrastructureDesign and Material Estimation

The design of projednfrastructure followed a customized process that included Erdene input, general
and architectural concepts, and a final conceptual approval by a qualified Architect and Ed@ee.
the construction delivery model, costs for infrastructure covered urtde EPC contract were quoted
by the contracor and provided by Erdene.

00000600

For work managed by Erdeneesign and engineering works were advanced to a level of detail
sufficient for securing budget pricirepd based on these specification vendor quotatibase been
received for the magazine, permanent fuel depot, and power station (via a power purchase
agreement).

Development of ROM Pad Establishment, HV Haul Roads, and IWF establishment have been costed
oF&ASR 2y dziAftATFGAZ2Yy 2 sbilizathdR Buy Sier do stdrk of fuy @iningt SSG |
activities.

1.10.3. ProcuremenReviewProcess

As part of the procurement procedsrdeneundertook a process of pricing via sourcindgRefjuest for

t NPLI2alf oawcCt ¢ 0 andl prbsent? thdsdipkopeg ardl @uot@tiors do O2 as the
project pricing basis.

02 undertook a process to ensure valid quotations had been received for all major work or equipment
packages. This process involved ensuring pricing was available for all equipment packages, assessing
how recent the pricing was, and ensuring the scope of work or equipment lists matched current
specifications from the processing and mining engineering reports.

Mechanicakquipmentquotations were broken down intoSlpackages for assessment:

© Crusher
O Feedrs
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Conveyor belts

Mills

Cyclone cluster

Vibrating screens

Agitators

Thickeners

Interstage screens

Slurry pumps

Solution pumps

Reagent pumps

Cranes and hoists

Water treatment plant
0 Coal fired boiler

Separately to the mechanical packaggsotations or proposals were assessed for:

000000006000 o

O Heavy equipment rental rates, including trucks, excavators, motor graders, bulldozers,
wheel loaders
O Fuel supply including establishment of fuel depot operation and establishment
o Drill and blast service and matals, including establishment of explosives magazine
O Power supply via a power purchase agreement, including establishment and operation of
a diesel solar hybrid power plant
Finally the bulk of construction work and construction materials were assessecdeviaw of the
commercial proposal and full construction schedule set out by the preferred EPC contractor. Level 1
items included in this scope are:

O Temporary facilities
Mobilization
Design
Early stage earthworks
Early stage civils
Processing plant constrtion
Tank and plate works
EICT
Architectural Works
Piping
HVAC
Non-process infrastructure (inclusive of permanent site camp design, supply, and install;
heating plant excluding boiler equipment; HV/LV Workshop, Chemical warehouse, site
office, warehouse, water reticulation system, water supply, onsite laboratory, waste
water treatment plant, security guard house)
Construction plant and equipment
Indirect costs
Demobilization
O Insurance
A list of project drawings, standards, aspecificationgor early works EPC were available as an annex
to the EPC contract at time of report writing and these were consistent with the infrastructure
described in the infrastructure section of this report.

0000000000 O0

O 6 O

1.11. Integrated Waste Facility
The Bayan Khundintegrated Waste Facility (IWF) will comprise thedisposal of waste rock and
processed dry cake tailings generated during mining activities at the BK open pit. Both waste rock and
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dry cake tailings, with a final target moisture content of around 15% bwitransported to the IWF
via haul trucks.

The IWF has been designed to store tailings within cells located in the core of the IWF structure and
away from potential failure planes along the dump batter slopes identified from the stability analysis.
Thraughout the Life of Mine (LOM), the IWF will see the deposition of waste rock and tailings at an
approximate volume ratio of 10:1, respectively, which will see the IWF grow vertically until it reaches
its ultimate shell height of 73 m at RL 1,300m.

A feasilility-level water balance for the IWF system has been developed as a means to size other
components of the system and to understand the likelihood of overtopping of the containment
structures during a 1,009ear period of time. Auxiliary infrastructure andeepage collection system

will support the overall water management of the IWF and has been designed to minimise runoff
migration into the IWF project areas, as well as minimising the amount of potential contaminant water
that is to be collected and reandled as a means to avoid cyanide leachate migration into the broader
environment.

Auxiliary and seepage collection infrastructure for the IWF water management system entails:

O A diversion drain along the norvestern flank of the IWF to divert clean tea runoff
away from the site,
0 Combined underdrainage and seepage collection system sitting below the tailings storage
area within the IWF,
0 Containment Runoff Collection Pond (CRCP), located south of the IWF,
O Southern clean runoff collection drains, to eitvrunoff in contact with waste rock, away
fromi KS LINP2SOGQa aArisSo
The water collected at the CRCP is to be returned to the process plant for reuse, although this will not
be a steady and reliable source of water for the materials processing based lowtreinfall averages
expected at the site.

The seepage collection system will consist of a HDPE lining system and seepage collection pipes, that
will collect seepage water that has come into contact with the tailings and convey the contaminated
water tothe CRCP for collection.

1.12. Dark Horse Waste Rock Dump

The Dark Horse Waste Rock Dump (WRD) will be located to the north of the BK site, to the west of the
DH open pit and outsidef the blast exclusion zone. The WRD is required to store 2.45 Mtsiewa
rock. Geochemical analysis reveals that the waste rock extracted from the DH pit will comprise both
potentially acidforming (PAF) and neacid forming (NAF) waste rock. The design philosophy involves
encapsulating the PAF waste rock within the NARevaxck.

The WRD footprint design involves construction of a waste rock dump within a footprinthud Wiéh

an ultimate shell height of 30 m at RL 1,302 m. The WRD has been located outside of any significant
drainage routes to limit theequirements for any auxiliary infrastructure to just construction of toe
drains along the southern and western toe of the WRD.

1.13. Mineral Processing and Metallurgical Testing

1.13.1. BKMetallurgical Test Work

A series of metallurgical test programs wex@nducted on material from the Bayan Khundii deposit
between 2016 and 2020Throughout this period, testwork included various comminution tests,
gravity concentration testwork, a whole ore cyanidation optimization program, cyanide variability
tests,carbon adsorption, cyanide destruction and dewatering testwbriéta from all tests programs

is utilized in support of this study.
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1.13.1.1. Comminution Tests

Comminution test results suggest that Bayan Khundii material is moderately hard to hard.
Comminutiontestwdl] O2y aA&GSR 2F . 2y R . | $AG Mil Bronfinutbr2 NJ| L Y R
testing (SMC Tests@pd Abrasion Index test&dditional JK Drop Weight Tests and Crusher Work

Index tests were conducted as well.

The average Bond Work Index is 18.1 kitih/ however, here were some geographic trends noted

in the hardness of the materiallhe average BWI from the Striker zone was 17.2 kdvihivhile the
average BWI from Midfield andorth Midfield was 18.4 and 19.1 respective8§ince this generally
aligns withthe proposed mining sequence, then the implication is that feed to the mill will get
progressively harder over the course of the mine Ifflee SMJ ests@&lso align with this observation.
Abrasion Index results suggest the material is moderately abrasiabrasive.The data from the
comminution testwork was used to appropriately design and size the crushing and grinding circuit for
a design basis of the primary grind size of 80% passing 60 um.

1.13.1.2. Gravity Concentration

Gravity concentration studies conducteluring the 2019 test program were completed in order to

obtain a greater understanding of the gravity response from average grade materiMIEBK
COMP_181) and from high grade material which could make up a portion of the mill feed early in

the mine Ife (BKMETFCOMP_182).¢ KS OdzYdzt F § A @S 3INI dAde NBO2ISNI o
40.5% for BR'METCOMP_181, to 57.7% for BRIETFCOMP_182. While there was a reasonable

amount of gold present as GRG in each composite, that gold was quite fine a&nliblatating, thus

making high recovery by gravity alone quite diffic@tavity recovery is not included in the design of

the Bayan Khundii plant.

1.13.1.3. Whole Ore Cyanidation Testwork

Numerous whole ore cyanidation test programs were conducted on Bayan Kimeugiiial. During

the various test programs the effects of primary grind size, cyanide concentration, lead nitrate
addition, and oxygen addition were studiedariability testwork allowed for a study of the impact of
head grade and geography on gold reagv®©n average, gold recovery ranged in the low to mid 90%
range.A few lower grade samples yielded recovery less than this ik key findings from these
programs were:

O Finer primary grind sizes provided higher overall gold extracAoprimary grindsize of
80% passing 60 um was selected as the design basis;

O Cyanide consumption was low and a sodium cyanide addition rate to the leach circuit of
0.5 g/L is sufficient to ensure acceptable gold extraction;

O The addition of lead nitrate or oxygen did not taaally change the leach performance;

O Gold recovery was relatively insensitive to a solids content between 35% and 55% in the
cyanidation circuitA percent solids target of26 was maintained as the design basis;

0 Cyanidation residence time of 3@urs was appropriate.; and

0 Gold recovery from the Striker Zone material is slightly higher than that from Midfield and
North Midfield.

Carbon adsorption testwork on cyanide leach slurries indicated no issues with adsorption of gold and
silver ontoactivated carbon.

1.13.1.4. Cyanide Destruction

A cyanide destruction program was conducted to evaluate conditions required to adequately detoxify

LIN2E OS&da az2fdziAzya |yR SyadaNB wibkKd GLIMIBE §y 0 OMR  (RIA A
complieswiththdeJNE 2S00 Qa aidl SR GIFNASG 2F tSaa GKFy pnlLld
Facility. Testwork used the SfAir process to oxidize GMp to cyanate.Since Bayan Khundii is
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relatively clean material without many metal cyanide complexes formed irtisnlumost of the
residual cyanide is present as free cyanide and copper sulphate had to be added to catalyze the
reaction.

Optimized cyanide destruction parameters were 40 minutes retention time, copper concentration of
100 ppm and S£&addition rate of 55 g S@/ g CNvao These parameters were sufficient to adequately
oxidize CNapcontent of the Bayan Khundii tails liqguor from approximately 185 ppm to less than 10

ppm.

1.13.1.5. Dewatering Testwork

Thickening and filtration characteristics were evaluated onrapda of Bayan Khundii CIP tailings.
Dynamic thickening testwork showed that Bayan Khundii CIP tailings could be thickened to underflow
densities of 57% to 59%, while still maintaining reasonable overflow cl@hg/sample was sensitive

to flux rate, andests conducted at a rate of 0.5 tAlwr had overflows with high total suspended solids
(>30,000 ppm)increasing the floc dosages to 80 g/t improves the overflow clartg. best results

were achieved with a feed solids dilution to 3%creasing the feedolids to 7.5% still produced good
overflow clarity, however it reduced the underflow solids to 50¥is may be acceptable considering
additional filtration stages are found downstream of the tails thickener.

Four different filtration systems were evalted: cloth disc, ceramic disk, vacuum belt and pressure
filtration. The lowest cake moisture was achieved with ceramic disc filters and pressurediteamic

disc and pressure filtration were clearly superior to vacuum belt filtration or cloth ttistifin which

only achieved cake moistures in the low to mid 20% rafite. average moisture content from the
ceramic filter test runs was 17%, however a few runs achieved a moisture content of less than 15%.
Ceramic disc filtration provided clear filtest than pressure filtration and was selected as the basis for
the processing plant design.

1.13.1.6. Projected Gold and Silver Recovery

A relationship between head grade and gold recovery was developed during earlier phases of study
and continuously updated agew test results beeameavailable. This relationship was a series of linear
equations based on specific head grade bandkile the average gold recovery from Bayan Khundii
material is in the low to mid 90% range, a few lower grade composites returnegl@gctess than

this mark. Life-of-mine gold recovery is expected to be 93%he gold recovery equations are
highlighted inTablel-8.

Table1-8 Bayan Khundii Gold Head Grade Recovery Relationship

0¢0.35 Au Rec (%) = 230.61*Au Grade (g/t)
0.35¢1.18 Au Rec (%) = 13.32* Au Grade (g/t) + 76.052
1.18¢ 22.0 Au Red%) = 0.314* Au Grade (g/t) + 92.045

>22.0 Au Rec (%) =99.0

Silver recovery was tracked throughout the 2020 test prograinthe target 60 um grind size the silver
recovery amongst the variability composites ranged from 43% to BX%rage silver recary from
Bayan Khundii material is expected to be 55%.

1.13.2. DarkHorseMetallurgical Test Work

A series of metallurgical test programs were conducted on material frorb#nk Horse Mandeposit

in 2022 and 2023lestwork included comminution tests, cyanide variability tesygnide destruction
tests, carbon adsorption, and dewatering testworRyanidation blending tests were also conducted
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using different ratios of Dark Horse and Bayan Khundii material to stuglyocessing of Bayan
Khundii and Dark Horse material.

1.13.2.1. Comminution

TheBond Ball Mill Work Inderesults are classified as moderately hard (Average @&'k\W&h/t), while

the SMC parameters ranged from 58.7 to 8ahich is moderately softAbrasion index gsults
indicate that the sample is moderately abrasiv®verall Dark Horse material is slightly softer than
that from Bayan Khundii, indicating that mill throughput should not be a limiting factor when
processing Dark Horse ore.

1.13.2.2. Cyanidation Testwork

A rumber of cyanide optimization tests were conducted on Dark Horse material to investigate the
impact of primary grind size, cyanide concentration, and lead nitrate addition. High recovery was
observed across all optimization tests, ranging from &08% A recovery (average: 89.9%). Due to

the low variation in recovery between test conditions, it was determined that the Dark Horse master
composite gold recovery is not sensitive to primary grind size or cyanide dosage across the ranges
tested. Low sodium cgnide concentrations (0.35 g/L) are sufficient to achieve the stated gold
recovery. N benefit to recovery was observed from the addition of lead nitrate and oxygen

1.13.2.3. CoProcessing Testwork

The plan is foDark Horse materigb be processed through the Baly Khundii plant, and that the
Dark Horse and Bayan Khundii matemialy be ceprocessedThree tests were conducted with blends
of Bayan Khundii Master Composite ahed Dark Horse master composit varying blend ratiosA
linear relationshipwas obsened for both gold and silverecovery suggesing that there is no
detrimental impact to ceprocessing Dark Horse material with Bayan Khundii feeds.

1.13.2.4. Cyanide Destruction

Cyanide destruction tests on Dark Horse material were performed to evataaiditions necessary

to adequately detoxify process solutions. A retention time of 40 minutes, 125 ppme&ug S@ g
CNvapresulted in CiNapconcentrations at the discharge of the cyanide destruction reactor of 5 ppm.

1.13.2.5. Dewatering Testwork

Static sétling tests were conducted oi2 Dark Horse composiseand compared to the settling
characteristics of thBayan Khundii composit&he settling test conditions were based on conditions
developedfor Bayan Khundii; these conditiomscluded, focculant: 8IF 910 VHM at 40g/t target
dosage pulp density: 5% solids targeind ime at approximately4.5g/t. Overall, the Dark Horse
samplessettled similarly to Bayan Khundii material.

1.13.2.6. Projected Gold and Silver Recovery

The Dark Horse variability data was anatlyte determine the best predictor of gold recoverydpon
reviewing all of the available data, no clear correlation was observed between gold recovery and any
of the geochemical markerincluding gold head grad&herefore, an average gold recovery of 89%
was considered the best optidon describe theavailable dataset.

1.13.3. Mineral Processing and Recovery Methods

Mill feed from the BK and DH pits to the processing plant is expected to average 3.98 g/t gold and BK
Pit ore feed is expected to average 1.71 g/t silver content, no silver content has been modelled for DH
Pit ore feed Testwork conductedconcludes that the ore emenableto conventional cyanide leaching

with life=ofmine gold recoverieaveraging2.7%using this methodor a grirding product é nominal

P80of 60> Y

The proposed conventional cyanide leaching process is designed to produce gold doré bars for
transport oftsite for further refining.
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Cyanide Leaching
Carbonin-Pulp Adsorption
Elution

Electrowinning

Carbon Regeneratigmnd

O Tailings Treatment
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The process plant will consist of single stage crushing, 2 stage grinding viaAuSsgenous followed
O A ND derpiilEmethads, glkidhSia £ S| OK )
the Pressure Zadra, electrowinning and furnageeking to produce doré bars. Subsequent carbon

regeneration will be conducted in a diedekd kiln before replacement in the CIP tanks. Tailings will

be thickened to recover residual cyanide, following cyanide detoxification and vacuum filtered to a
dry cake before disposal in constructed cells within the integrated waste facility. As stated in Section
1.13.3, a gravitycircuit has not been included in the design.

oe . I
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1.14. Capital and Operating Cost Estimation
Capital costs for the Bayan Khundii operatiomsre estimated according to the Association of

Advancementof Co& Y 3A Yy S S N&
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All currencies are in United States Dollamsless otherwise specified. The estimated-preduction
capitalcosts for an annual mine production of 650 Ktpa ore feed was estimated to be US$100.4 million,
or US$90.0 million exclusiwé contingency.

Table1-9 Capital Cost Estimate

Construction indirect Costs O00US$| $ 28,051

Site Establishment & Early Works 000 USS$ | $ 6,381
Construction Temporary Facilities 000 USS$ | $ 884
Contractor Establishment Costs 000 USS$ | $ 420
Construction Indirects General 000 US$ | $ 17,037
Mobile Equipment 000 US$ | $ 3,329

Construction Direct Costs OO0USS| $ 60,589
Project Site General Works O00USS| $ 12,163
Process Plant 000 USS | $ 46,251

Electrical/Water/Heating Distribution O00USS| $ 2,175
Owners Project Costs 000 USS$ | $ 1,383
Contingencies 000 USS$ | $ 10,403

The life of mine average operating cost for the Bayan Khundii operations is estimated8at308$
milled. This operating cost excludes any initial or sustaining capital and excluda®guetion costs.
Operating costs for mining, processing and genanal administrative costs are summarizediable

1-10 below.
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Table1-10 Operating Cost (US$ Million)

Mining Costs 165.0 41.1
Processing Costs 166.3 41.4
General and Administrative Costs 20.2 5.1
TOTAL OPERATING COST 351.6 87.5

*Qperating costs are inclusive of 10% VAT where applicable

1.15. Economic Analysis
An updatedeconomic evaluation of the Bayan Khundii operation was undertaken Asigist 15
2023, using a US$800 per ounce gold price. The summarized results oetl@uation are as follows:

O Base Case Net Present Value at a 5.0% discount rate @488%illion pretax and
USH.70.1million posttax;

O The estimatedpréi  E LY GSNY It wl (148.3%2aRd thve PdseaNIER i® & L ww é |
35.3%; and

O Payback period d2.0 years pretax and2.4years postax.

Sensitivityanalyss were carried out on the posax financial model NPV and IRR results with respect
to key project variables including gold priceapital expendituresand operating costs and the
Mongolian to Urted States exchange rate. Both the project NPV and IRR are most sensitive to
fluctuations in the gold price and operatitgstsand least sensitive to capitakpendituresand the
exchange rateDetails of the sensitivity analysis canfband inSection 2.11 ¢ Sensitivity Analysis of
Bayan Khundii Project

The key study outcomes for the projected mine plan and economic results are presefitzoled-1.

1.16. Interpretations and Conclusions

Based on the currently identified Mineral Resources and Mineral Reserves and the assumed prices
and parameters, the authors of this FS Report hawacluded that profitable operations can be
sustained for six years on the Bayan Khundii site under the conditions and assumptions of this report.

1.16.1. Geology and Mineral Resource

1.16.1.1. BK Deposit

Mineralization at Bayan Khundki exposed at surface in thewgbern portions of the deposit (Striker
Zone) but constrained stratigraphically to the north (Midfield and North Midfield) by a package of
Jurassic sediments (primarily conglomerates and sandstones) which unconformably overlay the
mineralized tuff and cordin localized intercalated basalt flows. At depth, mineralization is further
constrained, locally, by a granitoid bodiineralization consists of gold + silver in massive
saccharoidal, laminar and contéxtured quartz: hematite veins within parallel nowthstsoutheast
trending, moderatelydipping (~458) zones that range in width frofito 150 m. These zones typically
consist of narrower highegrade mineralization surrounded by broader lower grade mineralization.
Bayan Khundii is characterized as a loiplsidation epithermal gold deposit.

The resource was estimated using ordinary krigiatia 04 g/t Au cutoff gradethe updated Mineral
Resources for th8K gold depostre: Measured Resources 40 Mt at 3.03g/t Au and1.44g/t Ag;
Indicated Resowes 0f3.3Mt at 2.04g/t Au and 122 g/t Ag; and Inferred Resources of 0.2 Mt at8lL.0
g/t Au and 1.2 g/t Ag. The effective date of tRKMineral Resources is Ap#i0, 2023
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1.16.1.2. DH Deposit

Gold mineralizatiorat the Dark Horse Mane depossthosted within strongly altered tuffaceous and
volcanoclastic rocks, crosscut by quartz and qulemnatite veins and stockwork zonasthin N-S
trending structural corridarSeveral vein types are present, including ceeiured quartzadularia
veins, sugary crustifortextured quartz veins, and mulstage quartzzhalcedony veins.
Mineralization is associated witla shallow (<60 m depth) oxide zone with higfade Au
mineralization atDark Horsencludingwell-developed structurally controlled supenge oxide zones
which lies above a deeper sulphideh zong.

For the Dark Horse Mane depositdinary kriging was chosen as the preferred methodology for
interpolating/estimating grades into the block moddlhe Statement of Mineral Resources for the
Daik HorseManedeposit is reported above a gold eoff grade of 0.35 g/t Au for oxide and transition
mineralization and 1.02 g/t Au for fresh mineralizatidiotal Indicated Resources &882Kt at 2.8 g/t
Au and Inferred Resources are 184Kt at 1.2 g/t Fheeffective dat of the Dark Horse Mane Mineral
Resources islovember 1, 2022.

1.16.2. Metallurgical Test Work
The following conclusions may be drawn based on the metallurgical testwork to date.

1.16.2.1. BK Gold Deposit

A relationship between grade and goktovery has been developed for the Bayan Khundii material.
Life-of-mine gold recovery is expected to be 9384ver recovery is expected to average 58%6ld
recovery is strongly correlated to primary grind sEmer primary grind sizes produce higheemall

gold recoveryA primary grind of 80% passing 60 um was considered optimal and selected as the
design basis of the plant.

Comminution testwork suggests that Bayan Khundii material is moderately hard to Alarakion
Index results suggest the matariis moderately abrasive to abrasiv@omminution tests show that
material gets moderately harder when transitioning from Striker through Midfield and North Midfield.
The comminution circuit has been designed based on the testwork data.

Moderate cyanide ddition rates are able to achieve high gold extractign.sodium cyanide
concentration of 0.5 g/L is appropriate in the leach circuit. Most composites achieved maximum gold
extraction after 36 hours of leaching. A retention time of 36 hours was selectheé aesign basis for

the plant. Gold recovery and leach kinetics were insensitive to the solids content during cyanidation.
42% solids was selected as the design basis for the leach plant.

Bayan Khundii ore is relatively clean material, without many metanide complexes, and
detoxification testwork showed that most of the residual cyanide in the CIP tailings is present as free
cyanide and requires the addition of copper sulphate to catalyze théAB@yanide detox reaction.

A retention time of 40 mintes, 100 ppm Ci), 5.7 g S&@g CNvaoresulted in CiNapconcentrations at

the discharge of the cyanide destruction reactor of less than 10 ppm, well below the target of 50 ppm.

Dewatering tests highlight that CIP tails may be thickened to 50% solids witbrate floc dosage

rates of 66080 g/t. Feedwell dilution to 5% solids improved settling characteristics of the material.
Filtration of CIP tailings using ceramic disc filters or pressure filters could achieve a final moisture
content as low as 15%. Disltréition was selected as the design basis for the FS.

1.16.2.2. DHGold Deposit

For the Dark Horse Gold Deposit, difemine gold recovery is expected to be 89%. The Dark Horse
material was insensitive to primary grind sizes between 60pm and 150um. shdwm cyanide
concentrations (0.35 g/L) are sufficient to achieve the stated gold recovery.
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On average both the BWI and the SMC results suggest that Dark Horse material is somewhat softer
than that from Bayan Khundii, indicating that mill throughput sklonbt be a limiting factor when
processing Dark Horse.

A retention time of 40 minutes, 125 ppm Zx 6.5 g S@/ g CNvapresulted in CNapconcentrations
at the discharge of the cyanide destruction reactor of 5 ppm. Settling tests suggest that Dark Horse
has similar settling characteristics to that of Bayan Khundii.

The plan is foDark Horse material to be processed through the Bayan Khundii plant, and that the
Dark Horse and Bayan Khundii materray be ceprocessedResults of blending testwork show a
linear relationship observed for both gold and silvecoverysuggests that there is no detrimental
impact to ceprocessing Dark Horse material with Bayan Khundii feeds.

1.16.3. Mineral Reserve Estimate

Estimations of Mineral Reserves for the BK depasid DH dposit are based on Measured and
Indicated Resources and meet the definitions of Proven and Probable Mineral Reserves as stated by
NI 43101 and defined by the CIM standards btineral Resources and Reserves Definitions and
Guidelines (2014). The Mineral $eeve estimatesare based on a mine plan and open pit design
developed using modifying parameters including metal price, metal recovery based on performance
of the processing plant, and operating cost estimates. The Proven and Probable Reserves are inclusi
of the Mineral Resource and based on a thyear moving average gold price of 810/0z.

Geotechnical investigations were conducted to assess the expected rock quality atBayetiand

Dark HorseCharacterization of structural domains was comgtefor slope stability and pit design
considerations. Overall slope angles and bench parameters were provided from the geotechnical
analysis as inputs to the pit optimization study.

Average rming costs of41.40/t Milled, processingosts of $1.08/ton milled and $5.05/t Milled
general and administrative costs have been used to estimate the reserves along guikth priceof
US$1800/0z

Proven and Probable Reserves tatddit of ore, with estimated contained gold o¥78 Koz.

1.16.4. Mining and Process Operatisn

Following completion of the opepit optimization study and in order to maximize recovery of ore and
minimize waste stripping and haulage costs, a pit has been designed to extract the reserves contained
in the ultimate pit shell from the optimization &t has dimensions of approximatel$@n by 30m

by 155m.

A detailed production schedule has been developed incorporatiegpushback phased mining stages

and the ultimate design pit. The production schedule will take place ssgnyears inclusive of a
oneyear commissioning ramp up for the processing plant until nameplate capacity is achieved. Over
the LOM, the pit will producd.02Mt of mineralized material and3.9 Mt of waste rock. The LOM
average gold grade isdBg/t, silver grade is 1.71 g/The LOM stripping ratio 50.91. The production
schedule will provide process plant feed at a nominal ratesofi6t/year.

Mining will be undertaken using conventional open pit drill/blast and load/haul using trucks and
excavators in backhoe configuratioBench height for the ultimate pit has been set th%m height
based on 5 m benches stacked itniple bench configurationDuatlane mine roads will be a minimum

of 21 m and single roads at the bottom of the pit will B wide, and the switch back radius is 11m.
All ore will be transported to a primary crusher 60 t rear-dump haul trucks and waste will be
transported using the same class haul trucks. Primary ore loading will B@tbg weight classliesel
hydraulic excavats in backhoe configuration, primary waste loading by i ton weight class
diesel hydraulic excavators in backhoe configuration.
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A total 0f513.7Kozgold, 220.5 Koz silver aexpected to be mined over the life of mine.

The processing plan#ls been designed with a conventional cyanide leaching and CIP recovery circuit.
The mine will provide ore to the process plant at a nominal rate of 650 Kt/year. The processing plant
will use a crusher / SAG / Ball mill configuration. Two crushers in étangby configuration were

shown to result in a lower CAPEX than a single crusher plus stockpile and recovery system. The final
circuit has an expected utilization of 92% and will provide a constant feed size to the leach circuit.

The leach circuit has ke designed for a@hour residence time, with four tanks in series to optimize
between enough tanks to minimize short circuiting and a manageable operational height for the
building. A conventional sbtank CIP circuit was chosen and a conventigmassure Zadra circuit is
designed in the gold room. The processing plant has been designed within buildings to provide year
round accessibility by maintenance and operational personnel.

The tailings requirement of edisposal has been implemented usingtpland frame pressure filters,
which can produce as little as 12% moisturhis has the lowest risk of refluidization and transport of
any residual cyanide from the tails storage. The filter cake dischargefetxler which transports to
hoppers, whictcan be discharged intmine trucks and taken directly to the IWF without rehandling.

Mining (waste rock) and processing waste (tailings) will be contained within an IWF as a single above
ground structure. The IWF will consist of cellslnf caketailings and waste rock encapsulated with
an environmentally benign and durable erosi@sistant cover system.

1.16.5. Environmental Sociabnd Mine Closure

At the time of this FS Reparpdate the Project had in place all necessanyironmental permits for
its operations including for the purposes of mine constructidfinal commissioning and operating
approvals remain to be secured upon completion of the construction phase

The independent Environmental and Social Impact Assedsanelnstatutory Detailed Environmental
Impact Assessmeraf the Project provides detailed baseline information, impact assessment for key
domains, and management plan commitments. Management plans in theaB8IBEIAletail the

[ 2YLI yeQa O2 Y MAioperakydnd doge the dbject in accordance with applicable
regulatiors, laws,and Project standards. Considering the outcomes of the ESIA, the independent
Mongolian statutory DEIA has beeompleted and approved ke relevant Mongolian government
authority.

Based on the geochemical properties of BK and its surrounding environment as well as industry best
practices, Erdene selected its preferred approach of integrated mineral waste managemlesiteby
detoxified, filtered tailings ar@laced as any cakewithin layers of waste rock in a single landform
(IWF).

The overall vision of closure for the BK site is to have all evidence of the operation removed, except
for the finalpit voids and the IWF landform. The remainder of the areas impacted by fezation

will be returned to their preoperation form andpartially revegetated, where appropriate given the
sparsely vegetated preperation landscape.

1.16.6. Capital and Operating Costs
The capital and operating cost estimates for the Bayan Khundii projeataasidered AACE Class 2
estimates. The base currency of the estimates is US dollars (US$).

The capital cost estimate for mining is basedugage of rented equipmenthus no capital cost was
allocated for mining equipment and ancillary mining equipme&gpital costs have been included for
support equipment. Power is proposed to be provided by an Independent Power Provider (IPP) and
therefore no capital allowance has been included in the capital estimate. Likeaiptosives
magazine and fuel depot amot included in the capital estimate as they will be provided through
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purchase and/or service agreement¥he capital cost includes the cost for essential mining
infrastructure,balance ofutilities including, water and heating, and haul roads. The testimated
initial capital costs for BK are USH.4M including contingency.

Sustaining capital is estimated at 1.5% of the initial capital costs for all process afmtocess
infrastructure per annum commencing from Year 2 and tapering off into yeatt6pwnly mine closure
costs accounted in Year Bustaining capitaincludes provision foreplacement otrepair of
major processingequipment componentssite service and utility repair and replacement and proeess
related mobile equipment repair and reglement.

The LOM average operating cost for Bayan Khunekitisiated atUS$32.5t milled at the processing
rate of &0 Kt/year.

1.16.7. Opportunities

1.16.7.1. AdditionalResourcesit Bayan Khundii

A largeportion of the Khundii mining license remains underexplored and work to date has identified
multiple area with significantly anomalous gold mineralization associated with structures and zones
of alteration, similar to the BK and Dark Horse Mane deposiésa The northern portion of the license
area is referred to as the greater Dark Horse area and includes the Altan Arrow prospect. Erdene
continues to carry out exploration activities on the Khundii license, including a recently comifteted
Gradient Aray survey at Dark Horse, covering $kthat shows the major NE trending structures, as
well as a strong nortisouth trends that host mineralization identified at Dark Horse Mane. A number
of parallel zones with similar geophysical signatures to knoweraiization at Dark Horse Mane have
been identified. These areas are under tested or untested by drilling. These new geophysical
anomalies represent strong new exploration targets. Together with other geological and geochemical
data, all zones of gradieatray IP anomalism will be assessed and prioritized for future drilling.

1.16.7.2. Exploration on thdJlaanLicense

In June 2021, the Company initiated a gold exploration program in the southern portion of the Ulaan
exploration license, located just west of, and contiguous to, the Khundii mining license. A drilling
program identified a significant new gold discovergtjB00meters west of the BK Gold Deposit.
Results to date, including follewp drilling in Q2 2022, have confirmed a significant gold discovery at
Ulaan SE. Multiple drill holes have returned hundredsnwters (up to 354 meterg of gold
mineralization, ¢ten ending in mineralization, over an area 2@feters by 250 meters Gold
mineralization begins approximately 8feters from surface with anomalous gold intersected as
shallow as 4netersdepth (UDHL8) and remains open along strike to the west/northwesid at

depth. Gold grades up to 156 g/t are related to intense quartz + hematite veins and stockwork zones
enveloped by the same gold bearing silicified, white mica altered lapilli tuff sequence which hosts
INRSYSQa . I &y YKdzyRA AructBralicantkos Nalkdé nofh@estRstriki@ LJ2 & A (0 «
southwest dipping veins hosting the gold and intensifying adjacent to bounding structures and/or
feeder conduits typically oriented northeast or north.

Together with the BK deposit and Dark Horse deposit, liedtom drilling at Ulaan Southeast
demonstrate the potential scale of mineralization within the nearly 4;886tare KhundiUlaan
Hydrothermal system, which extends from Ulaan over 10 kilometres to the northeast onto the Khundii
license.

1.16.7.3. Underground Mning Potential

Further underground mining potential has been identified in conceptual studiekldath Midfield

and Striker West which, if proven economical through further studies, could lead to a further increase
in the economic reserve of the an Khundii Project.
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1.16.7.4. ProcessindPlant Expansion Potential

With the existing plant, there is a capacityinarease throughput by up to 20, without compromisg
recovery other thanduring maintenance periods on tanks, due to the reduced residence time in these
circumstances. Constraints on capacity increase beyondethés arerelated tothe grinding circuit,
leach feed thickening, leach capacity, elution capacity, tail thickeanddiltration capacity.

The plant could be modified to include an additional ball mill, addressing the grinding area, and an
additional leach tank for the leach capacity. At a higher throughput the thickener density control
would become critical to ensarsufficient residence time. Replacing the @@iameter leach feed
thickener, with a 24 m diameter thickener would resolve this. The elution circuit could be upgraded
by the replacement of the columns with larger units and increases to the electrowioapagity. For

the tails thickening and disposal, it would be difficult to include a larger tails thickener within the
current layout, and the easier path to increasing the capacity would be to increase the detoxification
circuit capacity to retain sufficig residence time at a lower percent solids. The filtration area would
require one additional filtration unit, and structural modifications to incorporate this into the design.

In the scenario where additional mineral reserves are identified@mgen, a modular gravity plant
could be suitable as a processing solution, particularly for certain high grade resources. Under such
O2yRAGAZ2Y &Y  3INIGAGe LXLFyhd O2dd R AYyONBlIasS GKS

1.16.7.5. Additional Resources attan Nar

9 NR Sy S Mar delpdsif] Ibcgted approximately 16 km north of Bayan Khundii, has an established
Indicated Resource of 5.0 Mt grading 2.0 g/t gold (318,000 ounces of contained gold) and an Inferred
Resource of 3.4 Mt grading 1.7 g/t gold (186,000 ounces of containdjl gpproximately 250,000
ounces of the current Altan Nar resource could potentially be processed by the Bayan Khundii Project
processindacility, however, a number of development options for Altan Nar are under consideration.

1.16.8. Risks

General

The minimg assets are subject to certain inherent risks, which applies to some degree to all participants
of the international mining industry. These risks avenmarizel as follows:

O Fluctuations in gold price Risk of pricing regression of gold and/or US$ willéase the
potential impact on the project profitability. Sensitivignalysisconducted during the
economic analysis of the project confirmed that the NPV and IRR of the project are both
most sensitive to changes in the gold price.

O Logistics- The Projecis remotely located, and the control of the logistics and their cost
implications will be fundamental in maintaining reasonable operating costs. Especially the
import of essential commodities such as project equipment, diesel fuel, explosives
materials, pant reagents and consumables.

o Capital Expenditure Capital expenditure predictions are basedsabstantially complete
guotesand some contracted components, however further adjustments to project design
and associated construction costs may occur dytime construction phase resulting in
variations in the capital expenditur®irect equipment procurement costs are still subject
to fluctuationsin key commaodity pricing such &bor, diesel, steel, logistics and related
costs. The indirect costs of construction are still subject to fluctuations in key commodity
pricing such a&abor, diesel, logistics costs. In the financial modellsapital costshas
been shown to be less sensit than othermodifying factorswith respect to project
economics.

0 Operating Expenditure- Operating expenditure predictions are based on budget
quotations. Although thoroughly prdetermined using ugio-date assessment techniques,
sensitivities on OPEkangesndicate that the project economics will remain robusider
limited upward cost pressure
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1.16.8.1. Mining

Mineral Reserve figures are estimatand there can be no assurance that they will be recovered or
that they can be brought to profitable productioithe volume and grade of Reserves mined and
processed, and the recovery rates may not be the same as currently anticigatigtline in the
market price of gold may render Mineral Reserves containing relatively lower graaesestlization
uneconomic ad may in certain circumstances ultimately lead to a restatement of reserves.

Definition of the final excavated slope angles has been assessed with consideratiossitof in
groundwater conditions. This Rfpdate has been developednder the design thiaall the working
faces within the operating pit can be deatered prior to mining, thus enabling the slope angles
presented in this F&pdate Greater moisture content or the inability edequatelyde-water selected
pit faces to the target levehay result in an adverse change to the final excavated pit slope angles.

1.16.8.2. Infrastructure

Infrastructure design for this FS have been prepared in accordance with Mongolian requirements and
applicable international standardand, in most casesdetailed designshave received Mongolian
regulatory approval Some of the infrastructure may be subject to client driven design chavigeh

may lead to changes that could impact cost and/or schedule.

1.16.8.3. Processing

The process plant hdmen designed based on the results of the test work performed to date. Cyanide
leach is the predominant method of gold recovery for frefractive ores for ore bodies all over the
world. The outstanding processing risks are therefore:

O Variability¢lftheF Ay I f 2NB 02Reé @I NASAE aAIAyATFAOIyLf @
ability to process the ore and recover the gold is expected to change. Some variability
testing has been performed. The ore is also expected to be blended on the ROM to
minimize slort term fluctuations.

O Grind sizeg The accuracy of the mill parameters will significantly affect the risk of the
comminution circuits ability to deliver the required grind size. The spare capacity of the
mills will reduce this risk significantly.

1.16.8.4. Envirommental, Social anMine Closure

Environmental and social studies have been carried out in accordance with Mongolian legislation as
well as leading industry practices. However, the ability of the Project to secure the necasgaiyg
environmental permitsincluding for its statutory hazardous material permit, and social license to
operate remain a risk.

1.16.8.5. Project Deliveryschedule

The Project Delivery Schedule provided in Section 18 is based on all available information and
reasonable estimates for compleh of all financing, engineering, permitting, procurement,
construction and commissioning activities foreseen and further detailed in this FS. Construction
schedule elements were provided by the preferred EPC contractor and are in line with norms for
Mongdia. However, like all mining projects of this nature, there are certain risks to construction
schedulerealizationfurther summarizedoelow:

O Permitting ¢ the project still requires a number of permits to be issued by Mongolian
regulatory bodies before th@roject can be commissioned for operations including the
issuance of construction permits for the mine infrastructure, and state commissioning and
permission to store and use cyanide. Delays in achieving these permits according to the
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schedule may resulin further delays in the expected timeline for commissioning the
project.

0 Delivery of equipment and materials required for construction and commissioning
Given the remote location, potential impacts r@gional geopolitics (border closures due
to Russiarsanctions, border closures due to pandemic, etc.), agdther patterns in
Mongolia, there are timeframe risks around importation of key project items. Delays in the
delivery of key items to the site will result in extensions of the time required to lamittl
commission the project.

O Availability of sufficient construction resourceg Mongolia is a relatively small country
with limited resources dedicated to the construction and development sector, particularly
with mining project experience. Whilst the momes of the study have identified suitable
guantities of resources to deliver the project delivery schedule as presented, firm
commitments of suitable quantities of these resources will onlydadizedonce contracts
are finalised with vendors and seceiproviders.

0 EPC Contractor ManagemenqtWith the majority of construction work delivered under a
aryatsS o9t/ O2yiNI Ol GKS &OKSRdzZ S 06S02YSa
performance and capacity. Any delays or issues with the contractor may aibtémpact
the project timeline. Likewise, EPC contractors often handle multiple projects concurrently
which may introduce resource constraints on skilled labor or materials. A single EPC
contractor may also not be able to handle changes in project sedpether due to design
modifications, client requests, or unforeseen site conditions, without impacting the
schedule.

0 Project financingg The proposed project delivery schedule is based on the o@ner
expected program and timeline to secure project finagc Any delays in the availability of
project financing sufficient to meet required cash outflows may result in extensions in time
to deliver certain elements of the project delivery schedule.

1.17. Recommendations

1.17.1. Geology and Mineral Resource

1.17.2. BKDeposit

To potentially expand the current resource base at Bayan Khundii, additional drilling can be
undertaken with a specific focus on expanding and infilling the mineralization at Striker West in order
to gain further confidence in the higirade mineréization present. Further exploration style drilling
could also be undertaken in the nortbast and soutiwest of the currently modeled gold
mineralization, along with step out style extensional drilling to the east of Bayan Khundii. As infill
drilling isconducted, drill hole assay and lithology results should be compared against the geological
and resource model in order to quantify any variation in expected and realized geology and gold
grades which were intersected.

1.17.3. DH Deposit

Additional explorationri the greater Dark Hge area is currently underway with multig&ploration

targets identified based ogeochemical anomalispgeophysicsand gructural interpretation. It is
recommended that this work continue fully evaluate the potential of iderftiing additional mineral
resourceswithin the Project area.

For the Dark Horse DeposkRPMhasrecommended thatan investigationbe undertakento define
robust weathering definitions relevant to mining and metallurgical considerations, then update
interpretations to reflect those definitions RPM also noted that one density data needs to be
collectedas only 62 of thd67 density measurementaken to datewere derived from the core within

the resourcewireframes. This number of mineralized density maaswents isconsiderediow to
determine density variatiomwithin the deposit.
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1.17.4. Geotechnical

1.17.4.1. Bayan Khundii

The assessments are generally considered to be robust for the purpose of kinematic stability
evaluation of mine pit parameters, in pit areas where data is comparatively low, further information
will better inform the representativeness of the current assesstnémparticular,in the northern to
eastern pit areasvhichhave lower drill hole density.

Additional geotechnical drill holes should be conducted to reduce uncertainties due to bias in drill
orientation particular where additional geotechnical testisgnuarranted and lesser data is available.
The distribution of geanechanical data over the mine area is relatively limited, therefore, additional
investigation is recommended to address some of the data gaps and variations in geotechnical
parameters usedni the bench and mine pit stability analyses, as well as for the assumed parameters
adopted in the kinematic assessments. Further validation of the geotechnical parameters aims to
reinforce the recommendations of this review and may enable some of the nesdations for
reduced BFA to be further relaxed.

In proposing additional investigations, some vertical drill holes should also be considered to provide
drill core samples for testing along the principal stress alignments, and also to vary the inclafation
any potential anisotropic features with respect to the axis of test loading.

Given the degree of variance in the rock strength materials, additional strength testing of core samples
is recommended to better determine characteristic rock strength paatamrs for each lithological
domain over the geographic mine sectors. If during the course of excavation, poirPlojelsts are

used for quick orgoing assessments of rock strength and as part of the ongoing monitoring, then UCS
and point load tests shdd be undertaken on adjacent parts of core samples for evaluation of the
UCSPL correlation.

Direct shear test results were not available and a typical friction angle “ofv@® assumed for the
kinematic assessment and a sensitivity analysis completed 40 friction angle. Carefully selected
direct shear tests will provide more informed parameters for assessment and a more detailed review
of the prevalence of any discontinuity coatings or infills. This process should be ongoing prior to and
duringexcavation operations. However, following the use discontinuity shear tests for Dark Horse, the
test method and sample setp arrangements need to be addressed before any further testing.
Alternatively, the conservative assumption for friction angle maynlaintained.

1.17.4.2. Dark Horse

The 2023 geotechnical review is considered to be sufficient for the purposes of kinematic stability
evaluation and determining the suitable parameters for mine pit design. However, similar to the Bayan
Khundii area, data in some ders is comparatively low due to the preferential directional drilling
during the exploration campaigns. Specific geotechnical investigation was carried out in 2023 to obtain
additional geotechnical data for the current assessment.

While the current avadlble data is considered sufficient, and the geotechnical assessment considered
robust, additional investigations and laboratory testing are recommended prior to and during mine
construction and operation tdortify the design assumptionsnine pit parametes and provide
necessary engineering designs to mitigate specific hazards.

Given the degree of variance in the engineering parameters of the rock materials, additional data
acquisition would facilitate design review and improve the robustness of the dasgynmptions and
associated pit parameter recommendations. In particular, if further investigation drilling is conducted,

it is recommended that GSI logging by experienced geologists and UCS testing of cores be carried out.
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1.17.5. Mining and Reserves

While suffcient definition is provided to define waste and ore quantities by type and volume in the
mine plan included in the FS, a higher resolution of gradefpalde/waste boundaries is required
before the commencement of waste stripping and ore production.

Preiminary grade control drilling is recommended in order to more confidently define the grade zones
within the orebody and the ore/sulgrade/waste boundaries. Psgripping is planned in the pre
production schedule to generate sufficient waste material tdlbiuhe ROM and the IWF initial
structures. Appropriate grade control definition will be required in advance of thespigping
activities to ensure no ore loss occurs

Grade control drilling is planned and costed in the mining operating cost througheunine life to
ensure sufficient definition of ore and waste is available for mine planning to achieve consistent ore
delivery to the process planBy undertaking additional infill drilling and grade control during
operations, inferred materialyvhich for the purposes of this Rfpdateis classified as waste, may be
re-classified as ore, resulting in an increase in the reserve and an extension of the mine life.

Additional drilling outside the current pit limits may identify additional ore which couleth@eded in

the mineable reserves. If this additional ore with sufficient grade is defined within close proximity to
the resource currently excluded from the mineable reserve, a further optimization study could be
undertaken resulting in an increase iretmineable reserve resulting in an extension to the mine life.

The equipment selected for the mining operation is adequate to achieve the planned production as
set out inthis reportand was selected based on reasonable commercial principles and processes.
However, given the competitive market for mobile equipment suitable for mining operations, further
investigation of excavator and truck configurations as well as ancillary and support equipment
performance may result in further optimization of fleet panizance and cost efficiency.

1.17.6. Mineral Processing and Metallurgical Testing
Based on the work conducted to dasgditional testwork may be useful in fine tuning controls in the
plant during operationsrecommendations include:

0 Evaluate additionalvariability samples throughout the deposit to gain additional
understanding of potential variability in gold recoveries and reagent consumpars

O Conduct additional testwork to further optimize leach conditions including cyanide
addition rates and prirary grind size.

1.17.7. Plant and Facilities Design

Additional field investigations may enhance final plant foundation design. The existing process plant

and facilities design is based on pedestal footings for the enclosed structure and standard foundations

and ring beams for the equipment within the endlos. Drilling complemented by Standard

t SYSGUNXYGA2y ¢Sada oa{tc¢év YR O2yS LISYSINIaGA2Yy [
conditions for final design. The additional field work should consist of 20 to 30 holes with SPT logging

and, where appmpriate, CPT probes located within the foundation footprint. Each process plant
enclosure footing should be assessed by a competent Geotechnical professional to verify the bearing
capacity, and to determine the actions for identified soft spots withinfthendation bearing zone.

1.17.8. Integrated Waste Facility
The current design is based on ATCW bankable feasibility study and will require the following:

O Additional field investigations should be performed in the IWF footprint areas at the
detailed desigrevel, including supplementary characterisation of foundation conditions,

Pageb4 of 439



Bayan Khundii Gold Project
Feasibility Study Update, NI-481 Technical Report

tailings material and potential borrow areas. This work could be carried out during the
foundation preparation works of the IWF.
0 Twotrial pads for the following HDPE lining conalits:

o Trial pad for waste rock placement on the protected HDPE lining system, and
0 Trial pad for tailings placement on the exposed HDPE liner.

O A monitoring program including piezometers, survey monuments and groundwater
monitoring wells should be establishad part of the detailed design. The program should
also include annual reviews and independent audits as part of the final design.

O The closure design should be reviewed, and if necessary, updated during the detailed
design, taking into consideration regtbry requirements.

O An Operations al AydSylryO0S IyR {dNWBSAtftlIyOS o6Wha
operation of the IWF, should be developed as part of detailed design, and include such
items as:

0 A detailed project construction schedule that considers theti@xtor equipment,
earthwork quantities and seasonality,

0 The use of an observational approach to provide an understanding of the actual
performance of the facility. The periodic review of the performance of the facility
should be conducted consideringlfieobservations to provide guidance for future
operations. Operations personnel should closely monitor the observed seepage,
pore pressures and phreatic surface, and

0 Refinements and modifications to the design and operational procedures should
be made base on observed conditions and monitoring data, as appropriate.

1.17.9. Dark Horse Waste Dump
The current DH WRD design is based on ATCW bankable feasibility study and will require the following:

0 Fieldinvestigationsshould be performed in the DH WRD footprint arat the detailed
design level, including characterisation of foundation conditions since this has yet to be
undertaken. The feasibility design assumes similar foundation conditions to that of the BK
IWF.

O Theclosuredesign should be reviewed, and if nesasgy, updated during the detailed
design, taking into consideration regulatory requirements.

O A monitoring program including groundwater monitoring wells should be established as
part of the detailed design.

1.17.10. Environmental Sociabnd Mine Closure

Ongoing monitoring of key environmental parameters at the Project site, including but not limited to

' YoASY( RdAadG t80Stas 61 (SN ljdz yiAades FyR Ft2NI kT
development in order to enable robust comparison withseline conditions and ensure that the

t N22S00Qa YIyl3aSYSyld fdfpurgode. I YR LINEPOSRdAzZNE& | NB TFA

Modelling of the hydrological conditions of the final void poshing based on monitoring data
collected during operations are recommendg@doe undertdken to determine whether a pit lakmay
form, and if so, the likely water quality.
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2. Introduction

INRSYS wSaz2dmNDS 530St 2LISyd /2NLRNI GA2Y 649NRSY S
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western Mongolia. The effective date of this FS Report is August 15, 2023; and is based on Mineral
Resources for thBK Goldeposit with an effective date of April 20, 2023 and Dark Hots@e Gold
Deposit with an effective datef November 12022and includes an updated Mineral Reserve with an
effectivedate of Augustil, 2023.

Erdene is a Canadmsed resource company that $aperated for 22years in Mongolia, focused on
precious and base metal exploration, and development.

2.1. Scope of Work
This FS Report was prepared for Erden®Byand ROMAwith relianceon otherqualifiedconsultants

6GKS a! dzil K2 N& é 0erigndefok theaFRagillligy iStudy iy K SEGIC{ ¢ 0 2F (KS
Gold Project:

O hu aAyAy3ad oahuév SR GKS 2@0SNIff RStADSNE 2
mine design and planning (including closure), process desigresiosation, and financial
evaluation. O2 is a Hong Kehgsed engineering firm with principals who have over 15
years of Mongolian mining experience and a team with significant experience in mine
development in Australasia, including the design, constomgticommissioning and
operation of gold, coal, base metals and industrial mineral mines and processing facilities.

O wW2Yl DNZRdzL) [ fei&dihg cdrapar® Ivi khé nedion ih engineering, business and
asset valuations, corporate and M&A advisory serviassisted in the development of the
final NI 43101 FSupdate Technical ReportRoma islisted on the Hong Kong Stock
Exchange and has extensive experience working with major regional mining and financial
firms leading technical studies and valuations foming projects in Asia, including
Mongolia.

O Multiple Mongolian companies provided-gountry services and support for the FS update.

Erdene works closely with local specialists to apply international standards and ensure
compliance with Mongolian regulatis.

0 360Dt 20l f DYyO®lIdaoc OF NNASR 2dzi LINRPOSaa L} Iyl
and DED work. 36Global is a consulting firm based in the Philippines, specialized in full
cycle design services and experienced with gold procedsifigstructure globally,
including in Mongolia, China, Canada, Australia and Africa.

o !¢/ 2AfftAlFLYA thG& [GRZ o6da! ¢/ 20 dzy RSNIi221 YA
management planning, including for closure. ATCW is Ausbatiad and has extens
experience in mineral waste and tailings transport, storage, closure and water
management, including at the Oyu Tolgoi project in Mongolia.

o .ftdzS /21ald wSASINOK [GR o6da./ wéld LINPOARSR YS
Bayan Khundii Gold Pegjt. BCR have extensive experience with gold deposits and have
carried out all of the Bayan Khundii, Dark Horse, and Altan Nar metallurgical test work to
date.

0 Ramboll Australia Pty performed technical review and assessment of the mine water
supply and pithydrology. Ramboll is a global architecture, engineering, and consultancy
company involved in buildings, transport, energy, environment & health, water,
management consulting, architecture and landscape.
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O Fugro Ltd. provided the geotechnical assessmenthefBayan Khundii and Dark Horse
open pits. Fugro is a leading gdata specialist.

0 AGP Mining Consultants Inc. completed the mineral resource estimate for the Bayan
Khundii Gold deposit. AGP is a full service, independent mine engineering company.

0 RPM Glbal Inc. completed the mineral resource estimate for the Dark Horse Gold Deposit.
RPM Global is an international provider of advisory and consulting, software, and training
services focused on the mining industry.

O Sustainability East Asia LLC, Ramboll,EzwiTrade LLC delivered the Environmental and
Social Impact Assessment for the Project, announced on June 4, 2020.

2.2. The Study Team

02 and ROMA managed the full integration of reporting of all project disciplines and coordinated the
STF2NI & 2 € stadfpabngrS. Dhe majdi ¢omponents of this FS comprise: mineral resource
estimates, mineral reserve estimates, mine design and method, metallurgical testwork, process design
and process plant cost estimation, environmental assessment, financial sreaysother supporting
studies on geology, hydrogeology, hydrology, rock mechanics for pit slope design and geotechnical
engineering.

Table2-1 Qualified Person Responsibilities

1.1,1.2,1.8,1.91.10,1.14,1.16.3, mining portions of

Julien Lawrence 02 Minin 1.16.4,1.16.6, 1.17.32.1,2.2,5,15, 16, 18 (excl IWF)

9 21,253, 25.4, 25.7258.3,25.9.1, 25.9.2, 25.9,

25.9.4,25.9.5 26.3,26.7
13,1.4,15,1.6,1.16.5,1.17.8,,2334,6, 7, 8, 9, 10,

Benny Cha ROMA 11, 12, 20, 234, 26.10

Jesse Tam Fugro 1.17.2 16.926.2

Andrew Kelly Blue Coast Research 1.13,1.16.21.17.4, 13, 25.26.4

. - 1.11,1.12,1.17.6,1.17.7,16.7, 16.8, 18.18, 18.19,
Mark Dillon ATC Williams 18.20, 18.21, 20.5, 20.6, 26.8, 26.9
. . 1.13.3,1.16.4,1.16.7.4,1.17.4,1.17.5, 17, 25.5, 25.8

Jeff Jardine 02 Mining 26.5. 26.6

Mark Reynolds O2Mining 1.15, 19, 22, 26.11

Anthony Gibson Ramboll 15.4,18.24.1, 18.24.2, 18.24.3, 18.24.4

OyunbatBatOchir | RPM Global 1.7.2,11.5.2,11.5.3,11.6.2,12.2,14.2

Paul Daigle AGP 1.71,11.5.1,11.6.112.1,14.1,15.1

2.3. Sources of Information

The QPs of this NI 401 Technical Repodnave relied upon information provided by Erdene including
drill hole data, maps, laboratory analytical certificates, costs for contractors and fuel, and from other
sources such as publicly available databases, research and academic literature, and ioinsanede
during site visits.

A list of referenced documents is provided in Section 27.
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3. Reliance on Other Experts

This report was prepared 92 and ROM#Aor Erdene as a FS for Public Reporting. The information,
conclusions, opinions, and estimates cained herein are based on:

0 Information available to ROM&nd OZ2at the time of preparation of this repart

O Assumptions, conditions, and qualifications discussed in this regoc

o Data, reports, and other information supplied by Erdene and other thirdigsras
documented and referenced in this FS Report.

For the purpose of this repo®2 andROMAhaverelied on ownership information and other local
knowledge provided by Erdene. The mineral tenure information had been verified by ROMA from the
Mongolian government land title registry, through the website cmcs.mrpam.gov.mn (search
completed onSeptember 202023).

Nontechnical information in Section 20 has been prepared based on the independent Environmental
and Social Impact Assessment of Breject published in June 2020 by Sustainability East Asia LLC, in
consortium with Eco Trade LLC and Ramboll Australiat&@ty

¢tKS GFIE Y2RSt Ay {SOGA2Y wHuody ¢l a olaSR 2y (KS
paper by Ernst and Young (2059d reviewed by Sevillia Audit LLC, a Mongolian professenates
consultancy.

Except for the purposes legislated under Canadian or other securities laws, any use of this report by
Fye GKANR LI NJIeé Aa 4G GKFEG LI NGeQa az2tS Nralo
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4. Property Descrippn and Location

4.1. Location of Property

The Project is located in the southwest region of Mongolia and is 100% held by Erdene Mongol LLC, a
wholly owned subsidiary of Erdene. The Project is located within an emerging gold district Erdene
refers to as the Kmudii Minerals District which includes tigKgold depositthe Dark Horse Mane

gold deposit (collectively the Bayan Khundii Gold Projdat)Altan Nar golgbolymetallic depositthe

Zuun Mod molybdenuntopper deposianda collection of mineral occuences. The Bayan Khundii

Gold Projects the focus of this report as it has been progressed to technical level commensurate to a
feasibility study.

The Bayan Khundii Project falls within the 115,977.88 Bayankhongor provingevhich contains a
populationof approximately 89,000 people, and an overall population density of 0.77 people per km
The Project is located approximately 980 km southwest of the Mongolian capital Ulaanbaatar
(population 1,640,000) and 300 km south of the provincial capital, Bapagkin City (population
31,000) Figured-1. The nearest towns (soum centers) are Shinejinst and Bayan Undur, located 70 km
northeast and 80 km to the north, respectively. The Project area is sparsely populétedomadic
pastoral a&tivitiesbeing the main industry.
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Figure4-1 Project LocatiorMap (SourceTetra Tech, 2019a)

Field work is currently carried out from an exploration camp located at the Bayan Khundii site. The
UTM licene center coordinates are listed irable4-1.
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4.2. Mineral Tenure

TheBayan Khundii GoRIrojectd (i KS & is N pag & BeikhundWineralsDistrictwhichincludes
the BKGold Deposit, the Dark Horse Mar@old Deposit,the Altan NaiGold-polymetallicDeposit, the
Zuun ModMolybdenumcopperDepositand the UlaarGold Prospect. The Altan Nar deposihe Zuun
Mod Depositand UlaarGold Prospecare rot included in the Project therefore it will not be discussed
in detail in this Reportthough some additionaihformation is provided in Section 23Adjacent
Properties This Project is located on the Khundii Mining Licéh®é021444, 2,308.62 ha) as shown
in Figure4-2. Table4-1 outlines the approximate center eordinates of the license along with the
license particulars.

The BK Gold Deposit and the Dark Horse Mane Gold Deposit are both located on the Khundii mining
license which was converted from an exploration license and granted in August 2019, and is
comprised of 2,309 hectares. The mining licecmeers the BK Gold Deposit and the Dark Horse Mane
Gold Deposit, as well as a number of high priority prospects, particularly in the Greater Dark Horse
area. The license is valid for an initial term of 30 years, with the ability to extend to 70 years.

Edene holds two additional licenses in the vicinity of the Khundii Mining License. These licenses
include the contiguous Ulaan exploration license and the Altan Nar Mining License, located
approximately 20 km to the northwest. These licenses are showFigured-2 for reference.
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Figure4-2 Khundii Gold Project Licenddap (Source- ROMA 2023)
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Table4-1 Summary of project license details (MRPAM, Mongolia)

Property Name Khundii

License Number MV-021444

Description Mining License

Province Bayankhongor

Date of Issue 05/Aug/2019

Renewal date 05/Aug/2049
Easting (WGS84 Zone 47N) [ELWicsloNs
Northing (WGS84 Zone 47N) [ERIZN{u¥:!

Elevation (m) 1,266
Hectares 2,308.62

Renewal Fees US $14,470

F wSySslt TSSa FT2NJlaAyAyd [AOSyasS | NB Hegarealxy 32 Al y

rate of 3470 MNT/US$ was used

4.2.1. Permits Required for Mineral Tenure

As part of the Minerals Law, license holders have the right to surface access to carry out exploration
and/or mining works. Erdene has, and continues to meet, the surfactsrigitess requirements as

set out under Mongolian Law for carrying out its exploration programs. Additional permits are
required for the construction and operation of mining activities. Key permits required to carry out
planned exploration work and minirgf the Bayan Khundii deposivithin the Khundii mining license
include annual work plans, annual environmental bonds, water use permits, and land use permits for
the mine facilities.

Environmental Bonds
The annual environmental bonds for the Khundii minlicense for the Year 2023 was paid and the
environmental management plan for 2023 was approved on April 15, 2023.

Water Permits
Water use permitting consists of two primary documents: the approval of water resource and the

water use agreement. These peissions are required for exploration and field programs and later for
the proposed mine preommissioning and water supply.

Erdene is permitted to extract and use a total of 1,540water from two groundwater sources at
Bayan Khundii for exploration uséhich has a duration afneyear, renewable annually. The Water

Use Permit was granted upon the Water Use Agreement by the Governor of Shinejinst Soum on March
30, 2023 with permit number A/15.

For the Bayan Khundii mine water supply, the Approval ofénMBesource issued by the Ministry of
Environmental and Tourism on December 30, 2019, number A/640 permits Erdene to obtain
groundwater from Shinejinst soum, Bayankhongor province of up to 10 L/s. This Approval provides
the basis for access for the Compaogufficient water supply for mining operations, as demonstrated
with investment from the Company and input from duly certified and qualified Mongolian experts.
The Company must enter into a Water Use Agreement for the mine subsequent to the associated
water supply system being constructed and commissioned.
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Land Use Permits

Land Use Permit is granted by Shinejinst Soum Governor. Prior to 2023 land use permits were required
for individual use areas, such as the mining production facilities, explosivagstand waste facility.

From January 24, 2023, a land use permit was granted to the Company over the entire mining license
area, greatly simplifying the land use permitting process and providing the Company with greater
flexibility in designing the layoutf the process and neprocess infrastructure for the Project. The
permit is valid for a period dive years.

Permits associated with the environmental and social or community elements of the Project are
discussedn Section 2@ Environmental Studies, Permitting and Social Impact.

4.3. Tenure Agreements and Encumbrances

On April 21, 2016 Erdene entered into a royalty agreement with Sandstorm Q@ultked
0a{FYRAG2NNXEeEOD 6KAOK INIYISR {FYyRalu2N)Y | > bSi
(Canadian). This transaction provided Erdene with a Hyessr option to buy back 50% of the 2% NSR
royalty for $1.2 million (Canadian). On April 20,19 Erdene executed the repurchase agreement,
buying back 1% of the NSR from Sandstorm.

Following the buyback, the Bayan Khundii gold project is now subject toNSEB6yalty agreement
with Sandstorm Gold Ltd.

4.4. Environmental Liabilities

Through its Monglan-certified contractor, Erdene has completed comprehensive environmental
studies and impact assessment for the Project in accordance with applicable Mongolian and
international standards. A discussion of environmental considerations or liabilitiesreserpied in
Section 20; EnvronmentalStudies, Permitting and Social Impa€this report.
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5. Accessibility, Climate, Local Resources, Infrastructure and Physiography

5.1. Accessibility

The Project is accessible on sealed roads from the state capital Ulaanbaatar to the provincial center,
Bayankhongor (8 hours), followed by 300 km of unsealed regional gravel roads from Bayankhongor to
the subprovince center, Shajinst (5 hours), then another 2 hours on to site. The Project is located
approximately 160 km from the Chineb&éongolian border.

In 201223, a temporary landing strip located 20 km to the northwest (onthg Y LI y& Qa ! f Gty
mininglicense) was approveloy the Mongolian Aviation Authority for light aircraft. Annual approval

is required to use the temporary landing strip. The landing strip is located in the north part of the
western boundary of théltan Narlicense on a dry lakebed. A private flying sesis available from
Ulaanbaatar and a oneay trip toAltan Nartakes approximately 3 hours.

The region hosting the Bayan Khun@ild Project is one of the least densely populated areas in
Mongolia, however, infrastructure to access sodtlfS 8 4§ SNy a2y 32t Al Q& y I (0 dzNJ €
is developing rapidly. The Project is located approximately 200 km northwest of the Nariin Sukhait
mining complex (Ovoot Tolgoi) from which South Gobi Resources (TSX:SGS), TerraCom Limited
(ASX:TER) and MAK have produced coal and transported product through the Ceke (PRC)/Shivee
Khuren (Mongolia) border point. This border crossing includes a pavediaigtitighway and a major

automated railcar coal loading facility with three railway terminals where truck transported coal can

be loaded on train and shipped out over the JiayugGake Railway, Effdami Railway or Linh€eke

Railway. Planning is underway$oE i SY R G KS &aidl yRFENR 3+FdAS NI Af Ayl
refer to Figure5-1.

It is planned that the Bayan Khundii mining operation wanltially produce only high valued doré,
which would be of small volume and could be transported by land or by air to points of sale in
Ulaanbaatar or Bayankhongor City.
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Figure5-1 Transportation Network othe Project and Nearby PropertiesSéurceRPM, 2018)

5.2. Topography, Elevation and Vegetation

The topography of the Project area is characterized by low hills of exposed rock and lower plains of
unconsolidated and alluvial sediments. There is very littleasoil profile developed, with fresh rock
generally occurring from or very near to surface, except in areas covered by Quaternary sediments
where depth to bedrock is uncertain. The elevation of the landscape ranges from 1,200 toriR250
Vegetation isgarse and restricted to grasses, saxaul bushes and shrubs.

5.3. Climate

The Project area is subject to the extreme climate of the continental Gobi Desert region, with four
seasons much like the other territories of Mongolia. Orographic conditions and localwniat affect

the air current formation in combination with the high altitude (~128BRL) creates a dry micro region
where precipitation, humidity, cloudiness and snow cover are relatively low and the area averages
250 sunny days a year. Summer temperatua¥erage between 243 to 27.5 although individual

temperatures can benuch higher (exceedingnc . 0 @ ¢ KS
and-13.1°C and can be much colder (less tha@’/ 0 @®

| VY dzk f

GAYGISNI aSb&@y Aa 2
YSIyYy GSYLISNI GdzNB
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The Project area, much like all of Mongolia, is subject to high wind conditions and can result in extreme
wind chill during the winter. The region has a mean annual precipitation of 105 mm. Although
relativelylittle precipitation falls in this region, there is a one iny#ar chance that the maximum
amount of up to 60 mm precipitation may fall within a single day creating localized flash flooding, with
cloudburst and lightning likely to occur. Approximatel¢@t 80% of surface water flow events occur
during the months of July and August (Tetra Tech, 2019a). In summer, rain falls an average of 15 to 20
days.

Frequency of the dominating wind direction is 28.7% from northeast, 25.1% from west and 16.9%
from northwest. The prevailing wind direction varies seasonally. Depending on the wind force, 10 to
15 days of blizzards occur and 28 to 30 days of dust storms per year with most of them occurring in
the windy spring months of March to May. When wind speed reaéheds, dust and soil become
mobile, and when it reaches 10 m/s, dust storms intensify. In this region, wind with a speed of more
than 10 m/s blows for 380 days per annum.

Exploration and mining activities can be conducted all year round with shortilouetats occurring
during storms or strong wind activity which can result in sandstorms. Such work only requires proper
preparation with respect to working in a remote location during extreme cold and hot weather.

5.4. Sources of Power

To date, power has beeregerated locally using diesel generators which is sufficient to carry out
planned exploration and early construction works in the near term. Potential future electrical power
sources for the site include a potential connection to the national grid andradf generation.
Connecting to the Mongolian Central Energy Supply Grid at the locgireulmce center (Shinejinst)

via a 35 kV line to the Project site may be an option. However, the reliability and availability of power
from the grid appear potentiallyimited. Offgrid, the Gobi region has conditions supportive of
renewable solar and wind generated power.

For the planned Bayan Khundii Gdhioject development, new sources of power have been
considered including a micigrid using a combination of SoleDiesel generation, and a Battery
Energy Storage System. Electricity to the project is proposed to be delivered under a Power Purchase
F'INBSYSY(d o6att! ¢0d CdzNI KSNXHREServises. 2 + NB LINR A RSR

5.5. Water

Relatively little precipitatiorfalls in this region with a mean annual precipitation of 105 mm with a
one in 50year chance that the maximum amount of up to 60 mm precipitation may fall within a single
day. Snow cover, on average, is about 50 days per year, however, on occasionsuthieeeno snow
during a year. Annual evaporation for the region is estimated at 2,900 mm/year (Tetra Tech 2019c)
with average relative humidity of approximately 56%.
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Figure5-2 Left: MeanMonthly Temperatures of the 30 Yederiod from1989 to 2019
Right: Rainfall Intensity (1989 to 2018pando, 202D

The elevation of the proposeBKmine area is between 1220 to 128tRL The Khuren Tsav and

. 2a3dey -{ { wdlfield, whicth will provide the necessary raw water to support the mine and
procesing, is located between 1 toKm to the southsouthwestoutside the proposed mine boundary.
It is within the lowest point of the Bosgot Gashuun floodplain, between 100235mRL The
north-eastern area of the well field comprisesarface drainagesriginating from the south of Bor
Khairkhan (1728nR1) which slopes from the norteast and drains in a soutliesterly direction (OKAi

Us, 2019).

The area surrounding the Hemt is characterized by low hills of exposed rock and lower plains of
unconsolidated sediments. There is very little to no soil profile developed, with fresh rock generally
occurring from or very near to surface. The elevation of the undulating lowrdniltges from 1,300 m

to 1,350 m above sea level. Vegetatiornvé&y sparseand restricted to grasses, small bushes and
shrubs.

Surface runoff is ephemeral and dependent on irregular rainfall. Surface runoff within the proposed
pit areas drain to the southsouthwest. 70% to 80% of the surface water flow events usually occur
during the months of July and August (Tetra Tech, 2019a).

Groundwater within the regional Zahdarman and Doloony Tsenkher water basins (Ql)i2019)

formed during the late Pleistocerand Holocene periods (Tetra Tech 2019b). Recharge to these basin
aquifers via rainfall and/or overland reoff is considered very limited, if any. Groundwater is primarily

hosted in localized fracture systems which are likely highly variable with liroitedectivity, and as

ddzOK RAFTFAOdA G (G2 ljdzl ydATe dsubduddR NRdzE A @ 2 3 NNIBR A SiyA (K
topography (Tetra Tech 2019c).
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5.6. Mining Personnel

The Bayan Khundii gold project is located in a sparsely populated greenfields siteosSH# slib
provincial settlements of Shinejinst and Baytdndur, located approximately 75 km and 85 km from
the Project site respectively, host a combined total population of approximately 5,500 people.
Bayankhongor is the capital of Bayankhongor proving#hin which Shinejinst and Baydundur are
located. Bayankhongor city has a population of approximately 30,000, whilgrthence has a
population of approximatel0,000 over an area of 116,000 knThe neighboring Umnugovi Province
K2 ada a tgjaddifing préeits, including the Oyu Tolgoi copgeld mineand Ukhaa Khudag
coal mine at which some portion of Bayankhongor residents have gained experience in modern,
commercial open pit mining. The mining personnel for Bayan Khundii are expeatecheprimarily

from Bayankhongor, including the sgiovinces of Shinejinst and Bayaimdur, and Ulaanbaatar.
Personnel wiltravel bybus in and out the workforcEom Bayankhongor and Shinejinst to the project
site. Personnel from Ulaanbaatar (or othications outside Bayankhongor province) will travel
primarily by land to the project site, with some highly skilled and senior personnel flying to and from
site on a limited basi#A modern orsite accommodation village is planned at Bayan Khundii tpatip

the workforce, as described Bection 1& - AccommodatiorCamp.
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6. History

6.1. Property Ownership

Apart from regional geological mapping and prospecting carried out at a scale of 1:200,000 under the
direction of the Mongolian government, no recorded exploration, development or mineral resource

work is known to have taken place on the property prio®thNR Sy SQ& A y A (i A I2010S E LX 2 NJ
¢tKS t N22SOiG ¢l a O20SNBR o0& 9NRSYSQa wnndg {2 t2NL
stream sediment survey and limited prospecting over the license areas. The regional stream sediment
results idenified an area of highly anomalous base metal and gold in the area of the Project.

Between 2010 and 2014, exploration on the Khundii license included propétsy geological
mapping, soil sampling and a magnetic survey while more detailed exploratidudinmg detailed
geological mapping, rock chip sampling and trenching was focused on theaqsmtital part of the
license on a project referred to as Altan Arrow (refefFigure6-1).

The rock chip sampling program for the Khundii license identified a number of significant anomalies
for Au and Ag, with lesser base metal anomalism. Generally, the anomalous rock chip samples were
from two distinct and aghicent quartz vein systems located at Altan Arrow in the naghtral part of

the Khundii license.

The mineralized quartz vein systems were trenched in late 2013. Four trenches were excavated across
the mineralized Main Zone and one trench was excavaemss an area hosting higiade Au
mineralization within epithermal quartz veins.

The identification of higlygrade Au mineralization associated with epithermal style quartz veins
prompted additional prospecting and mapping in the southern portion onkKhendii exploration
license. In early 2015, Erdene geologists identified, through rock chip sampling, negrdudghAu
mineralization associated with a zone of intensely altered (qtidlitiz) pyroclastic lithologies located

~5 km south of Altan Arrow his area, referred to as the Bayan Khundii (Rich Valley) Project (refer to
Figure6-1), was the focus of a detailed exploration program carried out in 20A@22.

Ercene discovered the Dark Horse Mane deposit, located 2.4 kilometres north of the Bayan Khundii
deposit (refer toFigure6-1), when initial drilling, rported in early 2021, returned 5.97 g/t gold over
45meters beginning 10netersdownhole (AAEB8). The Dark Horse Mane epithermal mineralization

is related to a nortksouth trending, linear structural corridor which intersects deep seated northeast
trending transform faults, believed to be a conduit for primary mineralizing fluids. FBestfucture

has been traced over 5 kilometres from the southern portion of the Bayan Khundii deposit to the
northern extension of Dark Horse. The mineralization at DarsédMane includes a shallow oxide
zone, begins at surface, hosting supergene enriched gold zones with values up to 195 g/t over 1 metre
and ranging in thickness from 20 to @fetersvertical depth with locally deeper oxidation along
fractures. A detaile@xploration program was carried out in the greater Dark Horse prospect area
between 202Q; 2022.

Details of the exploration programs at Bayan Khundii and Dark Horse are provided in subsequent
sections of this Report.
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Figure6-1 Bayan Khundii Prospect AregSource- ROMA 2023)
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6.2. Previous Mineral Resources

No historical Mineral Resource or Mineral Reserve estimates have been published for the Project. All
mineral resources were siiovered by Erdene. An initial Mineral Resource Estimate was reported by
RPM Global for the Company dated September 2018, and updated by Tetra Tech in 2019 and 2021.

6.3. Historical Production
No historic mining has been completed on the Project area.
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7. Geobgy Setting and Mineralization

The majority of the regional geology information presented below has been summarized from the
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7.1. RegionalGeology
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microcontinents similar to the Mesozef@enozoic accretionary orogens of the Circum Pacific. The belt
began its growth in the Proterozoic at ~1.0 Ga (Khain et al., 2002) and contintiletie late Permian
at ~250 Ma (Xiao et al., 2003), when the Palsian ocean closed.

+
4ttt

r\'v\\’ VAV
it

»
o
°

GEOLOGY
Cenozoic alluvial basin

\/\,»’M »/Vv*vVv Wttt

T vvv vy

Devonian-Carboniferous turbidite basin AV
Cratonal block
Metamorphic rocks of uncertain tectonic affinity

Wy

Passive continental margin

VWvV/v/\/

I
— v\//vv vv\,«\// v\,vv \M\’Wv\’\V
; V, MT

M
\\/' )
/\VV‘VV J/\
ATATATAAYAAYAATAATAATIAN
ViV /V v»vv\/\/\/Xv\ \
V\/\/VVVV /VVV\/ M

Island arc

vx}vvvmv\v Vs

Accretionary wedge

MMV N
\/ vv»vvv\

Backarck/forearc basin
Ophiolite

BNEENBDED

95° 100°

East
European

Craton Siberian Craton

Cen t"a/

V.
\\ Orogemc
L] MONGOLIA

.Tien Shan

S|
Q Gold Province

———

A

Left-lateral strike-slip faults

Thrust faults

Khundii Mineral District (defined)
Khundii Mineral District (approximate)
Gold deposit

Copper-Gold deposit
Molybdenum-Copper deposit

SN\ 8

BEREO

Tectonostratigraphic terrane map
of southwestern Mongolia

f%’ROMA

Bayan Khundii Gold Project

Feasibility Study Update
NI 43-101 Technical Report

Figure7-1 Tectonostratigraphic terrane map of southwestern Mongolia (modified after Badarch et al., 2Q88urce

MacDonald 2023
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Notes:
Main map:
Tectonostratigraphic terranes: TAT: Trans Altai terradd;: Mandalovoo island ard3T: Baraan
backarc/forearc; TS: Tseel metamorphicGT: Gurvansaikhan island arc/terran&ZT: Zoolen
accretionary wedge.
Khundii metallogeniprovince polymetallic deposits: ZM: Zuun Mod porphyryQdodeposit; BK:
Bayan KhundiUlaanDark HorséAu-Ag deposit; AN: Altan Nar polymetallic deposit.
Oyu Tolgoi cluster porphyry deposits: OT: Oyu Tolgoi; KH: Kharmagtai; and TS: Tsagaan Suvarga.
Inset:
Black box: Central Asian Orogenic Belt; Solid white line: Tien Shan gold province.

The CAOB igure 71) is host tonumerous porphyry copper and epithermal Au deposits of largely
Devonian to Permian age (intrusions and/or ore; Yakubchuk et al., 2012y Ataal., 2021). The
closest known deposits in Mongolia are those of the Oyu Tolgoi cluster (370 Ma), located ~700 km ESE
of Khundii (Figre 7-1). They contain >36 Mt Cu and >1400 t Au; smaller nearby deposits contain ~1
Mt Cu (Tsagaan Suvraga and Kharmadsigiure 71). Yakubchuk et al. (2012) concluded that the
greatest metal endowment and largest number of individual deposits in the CAOB were formed during
the period 340 to 320 Ma (e.g., Kalmakyr and Almalyk), with the second most important period at 385
to 370 Ma (e.g., Oyu Tolgoi).

7.1.1. Regional Tectonics and Structure

A tectonostratigraphic terrane map of Mongolia, modified after Badarch et al. (Z6ig2re7-1),

shows that the region south of the Main Mongolian Lineament is dominantly Precambrian and Lower
Paleozoic rocks to the north and dominantly Upper Paleozoic rocks to the south. This region is
composed of a collage of island arc terranes, includimgGrvansaikhan Terrane which hosts the
Oyu Tolgoi A«Cu deposit and the TAT which hosts the Khundii metallogenic province. Other terranes
in the collage include ophiolites, accretionary wedges, backarc/forearc basins, and metamorphic
complexes typical aflobal accretionary orogenic belts (Windley et al., 2007).
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Figure7-2 Geological map of the proposed Khundii metallogenic province showing the results of recent 1:50,000 scale
geologicalmapping (Lhundev &al., 2019; Togotkh et al., 2019; Tumurchudur et al., 20@8)urceMacDonald2023)

Note:

BK: Bayan Khundii deposit; U: Ulaan Southgasspect KM: Dark Horsedeposit AN: Altan Nar
deposit; ZM: Zuun Mod deposit; NT: Nomin Tal prospectkidt Morit prospect; BO: Bor Khairkhan
prospect. Solid red lines indicate the limits of the Khundii metallogenic province

The TAT is elongate (~100 x ~450 km) and trends Rguré 7-1). It was subdivided into five
subterranesKigure7-2) by Lhundev et al. (2019), Togtokh et al. (2019) and Tumurchudur et al. (2020),
including, fom north to south:

1. Bayanbulag accretionary wedge;
2. Khuviinkhar island arc;

3. Davkharkhar island arc;

4. Edrengiin Nuruu island arc; and
5. Aj-Bogd accretionary wedge.

The Khundii metallogenic province is entirely underlain by rocks oktheriinkhar and Davkharkhar
islandarc subterranes, with recent discoveries hosted by the Davkharkhar subterréged7-2).
The EW trending southern margin of the TAT is parallel to an adjacent cressde sinistral fault
(Badarch et al., 200Eigure7-1) and ighe dominant structural orientation of the CAOB.

DavkharkharSubterrane

The southern portion of the province is underlain by the Davkharkhar subterrane of thd=ipifie(
7-2), which comprises volcanogenic units of the Carboniferous Ulziitkhar FormBtgure7-3 is a
stratigraphic column showing the main volcanic, sedimentary atrdsive units in the Davkharkhar

Pager4 of 439



Bayan Khundii Gold Project
Feasibility Study Update, NI-481 Technical Report

and Khuviinkhar subterranes and the host units for the main mineral deposits, including
geochronologicatiata. The UlziitkhaFormation was intruded by early Carboniferous granitoids of the
Bayan Airag intrusive complex. Most of the deposits and advanced projects discovered to date in the
province are located in this subterrane, including Altan Nar, Bayan Khundii and Zuun Mod
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Figure7-3 StratigraphicColumn for the Davkharkhar and Khuviinkh@ubterranes of the TATSource MacDonald 2023)
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7.2. Khundii Metallogenic Province Geology

All mineralization within the Khundii metallogenicovince, including both porphyry MGu and
epithermal Au + base metal deposits, is located within a belt offPailozoic island arcs that are part

of the CAOB. Preliminageochronological data for deposits from the Khundii metallogenic province,
are caeval with metallogenic ages from the Tighan Belt, over 1000 km to the webidure7-1), but
somewhat younger than the Late Devonian activity that formed Oyu Tolgoi. The southern portion of
the Khundii metallogenic province that underlain by avkharkhar and the geology of Davkharkhar
subterrane is discussed as follows.

7.2.1. GeologicalJnits

Carboniferous Ulziitkhar Formation

The Ulziitkhar Formation (Lhundrev et al., 2019) has been subdivided into three conformable
members, including:

1) A 1,200 mthick lower member comprised of tuffaceous rocks (ash, lapilli, block and ash tuffs)
and volcanodstic sedimentary rocks. This member is host to the Bayan Khundii Au deposit
and a large area of quartzhite micapyrite alteration (~2 x 3 km) at the central Ulaan project;

2) An 800 mthick middle member, comprised mostly of basalt and andesite flowsidfateous
rocks, host theDark HorseAu and Altan Arrow A#Ag prospectsKigure7-2, Figure 7-3).
Geochronological analysis of zircon from an andesite unit returned an early Carboniferous
(Visean) age of 337 £ 7 Ma (Lhundev et al., 2048]e7-1);

3) A 1,150 mthick upper member of mostly andesite and dacite flows and volcanic breccia hosts
the Altan Nar Atpolymetallic deposit.

Outcrop patterns for the three members of the Ulziitkhar Formation (Lhundev et al., Z0@8ykh et

al., 2019; Tumurchudur et al., 2020) show a complex pattern of local folding and widespread block
faulting, which has juxtaposed rocks from each of the three memliispite the local folding of the
Ulziitkhar Formation, the strike of the uniiis all three members is mostly Ntkending in the west,

EW trending in the soutltentral part of the district, and ENESW to the east.

Early Carboniferous Bayan Airdgtrusive Complex

Rocks of the UlziitkhaFormation were intruded by multiple plutonand stocks of the early
Carboniferous Bayan Airag intrusive compleigire7-2, Figure7-3). The Early Carboniferous Bayan
Airag Intrusive complex is composed of five different phases within the province:

w Phase I: medium grained biotiteornblende monzonite, quartz monzonite, quartz
monzodiorite(Jurassic sedimentary massi# 335.3+3.9 Ma_fiundev et al., 20)9located
6.2 km to the NE from BK).

w Phase Il: mottled, light yellowish, coarse grained bieditephibole granodiorite, biotite
granite (east body of Khul morit massiRb 344.0+1.2 e (Tumurkhuu et al, 20)3located
approximately 27 km to NW from BK).

w Phase lll: equigranular, medium grained, alkali granite (locally, within the margin of the
intrusive unit, it changes to quartz syenite). (Khul morit, Argny khamassif UPb 33042
Ma (Hanzl et al, 2008), located ~35 km to NW from BK).

w Phase IV: medium grained, quartz syenite, quartz syenite porphyry. (BK quartz syenite
porphyry UPb 310+27 MaHrdene, 201§.

w Phase V: brown fine grained, alkali leucogranite. (this alkalitgrasimilar with 303.4+4.8
Ma age dated Bayanzurkh massif, whilocated in the NE part of Altan Nar license area).

In addition there are numerous dykes (diorite porphyry, basalt, syenite porphyry, leucogranite) and
veins (quartz, quarttourmaline \eins) and quarttourmaline breccia pipes.
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Late Carboniferous t&arlyPermian Baga Ovoointrusive Complex

The UlziitkhatFormation was also intruded by the late Carboniferous to early Permian Baga Ovoot
intrusive complexlthundev et al., 2009rangingfom an early phase of quartz monzonitel zircon

age of 306 £ 5.6 Ma&ltankhuyag et al., 2012 able7-1), a main phase of leucogranite, granite, and
minor quartz syenite, and a late phase of leucogranite porphyry. A granodiorite phase of the Baga
Ovoot complex that hosts the Zuun Mod MBu depait returned a zircon ¥b age of 301.2 + 4.2 Ma
(Altankhuyag et al., 201Table7-1).

The area south of the Bayan Khundii Au deposit is mostly widdyy Permian to Jurassic siliciclastic
sedimentary rocks, flood basalt units and minor tuffaceous rocks, which unconformably overlie the
Carboniferous volcanogenic and intrusive rodkgyre7-2, Figure7-3). A zircon tPb date of a flood
basalt in the upper member returned an Early Jurassic B2 + 3 Ma; Lhundev et al, 20I%ble

7-1).

7.2.2. StructuralKinematic Framework

The TAT has a dominant regional Wi@hding accretionary tectonic trend of compressional
foliations, folds, and thrusts, which reflects a prolonged histofyDevoniarCarboniferous and
PermianJurassic plate convergence, crustal shortening, and development of the broader CAOB (e.g.,
Kroner et al., 2010). The degree of deformation, however, was reported to be heterogeneous, with
structural disruption being nmet intense and continuous along terrane and subterrane boundaries,
and with less deformed areas, such as within the Khundii metallogenic province, preserved in between
(Lehmann et al., 2010).
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Figure7-4 Gravity map superimposed on topographic relief of the area hosting the Khundii metallogenic province
(Getech)(Source MacDonald 2023)
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Note:

Main map:
Warm colors: gravity high; cold colors: gravity low.
Red dashed lines: boundaries of the four subterranes; grey shaded bands: general location and trend
of six firstorder, ENHrending, inherited basement lineaments;

Detailed structural map (white box):

Structures:

Grey shading: ENE cryptic trend (seblgck: NE extensional faults (set 2); blues Mending dextral
steep set (set 3); solid red lines: contractional fabrics, foliations, folds and thrusts;
Tenements:

Thin white lines: tenement boundaries; AN: Altan Nar; BK: Bayan Khundii; ZMV@ud: Ulaan.

Three sets of structures were distinguished in the Khundii metallogenic province by their orientation
and length relationship to granitoid intrusions, and their cresstting relationships. The largest and
oldest set comprises firgirder ENEtrending lithospheric scale lineaments that can be traced across
Mongolia for over 2,000 knDplgopolova et al., 20)3Despite the great length of these lineaments,

most have limited offsets, suggesting that they are deepted, inherited basementrsictures. In

the Khundii province their surface expressions@mewhat cryptic; however, at least two such
structures coincide with local gravity anomali®€sgure7-4), with the Altan Nar and Bayan Khundii
deposits located along two separate ENE structures. The general geological map pattern as well as the
gravity breaks indicate a sinistral horizontal component of offset.
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B) Block model of an extensional relay ramp
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Figure7-5 A) Kinematic scenario that emphasizes the sinistral slip on the HE&BEding fault system SETL) that
developed seconebrder extensional faults $ET2) and Ntrending shears $E13) (Figure7-4); B) Block model of an
extensional relay ramgSource MacDonald 2023)

A second set comprises structures that trend NE and individually a2 kénrlong, en echelon fault
segments Figure7-4) that collectively define the ENE lithospheric trend. These structures follow
lithological contacts, contacts with intrusions, and topographic lows, without an obvhorizontal
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component of offset. This set of MEending faults, including those at the Bayan Khundii deposit, are
interpreted as a series of normal faults with difjp displacement. These extensional faults are
interpreted to have formed the controlig structures at Bayan Khundii, based on surface maps and
drilling data, including the orientation of volcanic layering, faults, veins and granitoid dikes. Model
integration of structural data in three dimensions indicates a set of tilted extensionaltfimaks in
which Au was deposited in a fractured relay ramp structure between the fault tips of twdirdaftd
normal faults Eigure7-5). The overlien echelon asymmetry and distribution of the faults is consistent
with a sinistral horizontal component of movement along the fosler ENE trend and is consistent
with NNESSW directed crustal shortening. En echelon noffianat arrays are expectedsasecond
order structures in zones with a horizontal component, as demonstrated by thelsandodels of
Dooley and Schreu(2012.

A third set of smaller, ¥ trending, 105 kmlong lineaments are present throughout the area of
detailed structural analysis (blue linesHigure7-4). These lineaments are commonly bounded by the
NEtrending extensional faults, and have an orientation of dextral, conjugate Riedel shears within the
sinistral ENfrending slip system (seBooley and Schreurs, 2012r examples). One of these-Sl
structures hosts theéDark HorseAu deposit (see below) and can be traced for 3.5 km to the south
where it connects to the extensional faults of the Bayan Khuwieposit.

All three sets are interpreted to have been active coevally and formed a complex cedmetivork
at the time of mineralization, each contributing to the focusing ofb&aring fluids.

7.2.3.  KnownMineralization Styles in the Province
Three main styles of hydrothermal mineralization have been identified to date within the Khundii
metallogenic proince. These include:

1. Epithermal vein and disseminated Au mineralization at Bayan Khundii, Ulaan Souflaést,
Horse and Altan Arrow occurs in a ~2 X 7 km belt. Gold mineralization is present in adularia
bearing comkextured and multistage quartz veism and disseminations, poor in sulphides,
and hosted by lapilli and ash andesite tuffs; these deposits are interpreted asilphidation
in style. A detailed description of individual deposits, including details of the overprinting of
epithermal illiteadularia alteration over earlier lithocap alteration, typical of the tops of
porphyry deposits, is given below.

2. Epithermal polymetallic (AAg-Pb-Zn+Cu) vein mineralization at, and surrounding, the Altan
Nar deposit has multiple occurrences within a 1.5 % &m PhZnAu soil anomaly.
Mineralization is associated with NBV and lesser-S faults and shears, especially within
dilational jogs in these structures, with coarsely crystalline galena and sphalerite
(xchalcopyrite) and associated -F&Mn- and Mgcarbonate gangue minerals. Associated
alteration includes Feand Mgchlorite, tremolite, actinolite and epidote, with zones of
intense white mica alteration. As discussed below, the Altan Nar deposit is interpreted to be
typical of intermediate sulphidatioapithermal deposits.

3. Porphyry MeCu mineralization is present at the Zuun Mod deposit, plus severAlgCGtiMo
porphyry-style occurrences within the ~4 kdiameter Zuun MoeKhuvyn Khar porphyry
complex. Mineralization at Zuun Mod consists mostlynalybdenite and chalcopyrite along
margins, and within, Bype quartz veins in a granodiorite intrusion. Other vein types, which
are mostly unmineralized or weakly mineralized, include esidge biotite veins, Aeins with
little or no associated alterain selvages, and-izeins with variably developed quasizhite
mica alteration selvages. The dominant alteration within the deposit is potassic with variably
developed Keldspar alteration selvages ontfe quartz veins, and more pervasively, as
dissemirated biotite and magnetite clusters. The alteration style outside the main deposit is
dominated by pervasive quartavhite mica + pyrite replacement of feldspars.
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A few km NW of Bayan Khundii, in the central Ulaan project (35 km from Zuun Mod), Cu asomali
are associated with widespread quastihite micapyrite alteration, which is interpreted as
representing the upper level of a porphyry systemdascribed bysillitoe (2010).

7.2.4. Age of Mineralization in the Khundii Metallogenic Province

Erdene undertoola geochronological study of lithologies and mineralization for the Metallogenic
Province including samples from Bayan Khuuiticdn,adularia), Altan Nar (adulariggnd Zuun Mod
(Molybdenite. The Ar/Ar dating was carried out Atestern Australian Argolsotope Facility (WAAIF)

at Curtin University in Australidhe flowing table summarizes the results of the study.

Table7-1 Khundii Metallogenic Province Geochronology

191.2+3 . | Lhundev et al., .
Cover rocks U/Pb Ma Early Jurassic 2018 Zircon from basalt
Zuun Mod Me ReOs 298.4+0.47| Permian Altankhuyag et | Molybdenite from mineralized
Cu deposit Ma (Cisuralian) al., 2012 quartz veins
Zuun Mod Me Permian BatErdene et al.,| Molybdenite from mineralized
Cu deposit ReOs 295 Ma (Cisuralian) 2011 quartz veins
Baga Ovoot Int 301.2+4.2 Carboniferous Altankhuvag et Zircon from granodiorite which
9 | U/Pb R (Late yag hosts the Zuun Mod M€u
Comp. Ma . al., 2012 .
Pennsylvanian) deposit
Baga Ovoot Int. U/Pb 306+5.6 ﬁzrttéomferous Altankhuyag et | Zircon fromguartz monzonite neal
Complex Ma . al., 2012 the Zuun Mod deposit
Pennsylvanian)
Carboniferous
ﬁ]?mg:nlih?é)lzhar U/Pb i/loa6'6i4 (Late -ZI-S%OKh etal, Zircon from gabbro
' P Pennsylvanian)
Carboniferous
ﬁ]?mg:rih?;lihar U/Pb 303.4+4.8 | (Late ;u n;lgfg uuet Zircon from alkali leucogranite
' P Pennsylvanian] ~
Carboniferous Adularia from mineralized quartz
gl;ar;sl\iltar 40Ar/39Ar &0:'7&'47 (Middle This report vein- Discovery Zone, Altan Nar
P Pennsylvanian) gold-polymetallic deposit
Carboniferous
gl;inlr:)i/ar Int. U/Pb &3611'616'6 (Middle ;gligdev etal, Zircon from syenite
P Mississipian)
Ulaankayar Int 334.6+7 Carboniferous Lhundev et al
Com Ie;/ " | U/Pb Ma. - (Middle 2019 v Zircon from quartz syenite
P Mississipian)
. Carboniferous
giﬁqgra@m U/Pb &3:.&3.9 (Middle ;glljgdev etal, Zircon from monzonite
P Mississipian)
Bayan Khundii 40Ar/39Ar 336+0.5 Eﬁ?jg'ferous This report Adularia from mineralized quartz
Deposit Ma o P vein- BayanKhundii gold deposit
Mississipian)
Ulziithar U/Pb 33747 Ma (C'\;:ltir(;:gglferous Lhundev et al., Zircon from andesite Middle
Formation - S 2019 Member of the Ulziithar Formatio
Mississipian)

The *°Ar/*°Ar ages of adularia from the Bayan Khundii and Altan Nar dep(&3& + 0.5 Ma and
309.7+0.7 Ma, respectively;able7-1) indicates epithermal activity was intermittently active for at
least 25 myr, with Bayan Khungiossibly related to a period of extension early in the history of the
island arc. Altan Nar was likely related to a putative ~310 Ma intrusion, possibly part of the late
Carboniferousearly Permian Baga Ovoot intrusive complex (306+£5.6 Ma; Altankhuydg 20&2;
Table7-1). The as yet undated porphysyyle alteration at Bayan Khundii which was overprinted by
later illite alteration, indicates magmatitydrothermal activity prior to the formation of the
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epithermal deposits. The youngest hydrothermal age in the district, for the Zuun Mod porphyry
deposit (298+0.47 and 295 Ma s dates on molybdenit&able7-1) indicates a minimum ~40 myr
range of episodic magmatitydrothermal activity in the Khundii metallogenic province.

7.3. Geology of the Khundii License District

The Khundii mining license covers four mineralizagic@asincluding: Bayan Khundii, Ulaan Southeast,
Dark Horse and Altan Arrow as presenteih Figure 7-6, with geochronological data for both
mineralization and main lithologie§ 4ble7-1) noted in the stratigraphic columrigure7-3). The
Bayan Khundii and Dark Horse dsip® and the Ulaan Southeast mineralization, although identified
as separate deposits for their discovery at different times, all three of them may be part of a single
epithermal system based on their proximity, inclusion within a contiguous white mexagdin zone,

and generally similar mineralization features; they also are related to the same structural trends. The
~2 X 7 km size of the Bayan Khuidlhan Southeasbark Horse epithermal systerkigure7-6) is
typical of the area encompassed by many other epithermal deposits world®ider{ons et al., 2005;
Simmons, 2017).

It is suggested that the sulphigmor but Aurich epithermal quartz veinstaBayan Khundii and
satellite deposits, with quartilite-adularia alteration halos, overprinted the upper portion of an older,
partly eroded porphyry system that likely formed in a distinctly different tectonic setting. The
extensive guartavhite micapyrite alteration further west at central Ulaan, which extends to the NE
to the area of the Dark Horse epithermal projeEtgure7-7), is typical of a#tration in the transition

to the deeper porphyry environmentS(llitoe, 2019. Epithermal alteration and veining at Bayan
Khundii overprint an early alteration assemblage that includdsldépar, actinolite/tremolite and
polygonaitextured quartz, includig hypersaline fluid inclusions, characteristic of deeper formed
porphyry deposits. The areas of strong silicification, with local development of residual quartz and
advanced argillic alteratiori-{gure7-6, Figure7-7) at Bayan Khundii are characteristic of the base of
lithocap alteration thaccurs over porphyry depositslédenquist and Arribas, 2022).
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Figure7-6 Geological map for the Bayan Khundii area showing alteration zones determined from reprocessed ASTER
satellite data and detailed grand magnetic survey results and sample results fromshgrt @S Ay FNI NBR 6 a{ 2 Lv
analysis(Source MacDonald 2023)

Note:

Main map:
BK: Bayan Khundii; U: UlaanSE: Ulaan Southeast; KBlarkHorse AA: Altan Arrow.
Inset: purpleblue linear areas withwhite dashed outlines: low magnetic response interpreted as
zones of magnetite destruction in the host felsic tuffs and intermediate volcanic host rocks,
correlating with intense white mica alteration.
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i : within 2.5 km of Bayan Khundii reserve i s i
: ULAAN SOUTHEAST ‘
e e DISCOVERY HOLE (UDH-10)
~1.5 km : -

" KHAR MORI : S
DISCOVERY HOLE (AAD-58) imeasssbite mica UDH-35: 41 m at 8.1 g/t Au
n n 1

PHYLEIC ALTERATION

Figure7-7 Phyllic alteration over Bayan KhundiDark Horseand Ulaan SoutheastSourceErdene, 2022)

Sourcehttps://erdene.com/site/assets/files/4344/khundii.pdf

7.3.1. Bayan Khundii epithermal Alg deposit

7.3.1.1. Geological Units

The Bayan Khundii project and surrounding areas were mapped in detail during the 2015, 2016 and
2017field seasons, with field data collected along foi@verse lines. Generally, the bedrock geology

of the Bayan Khundii are&i@ure7-8) is dominated by a sequencétbe Late Carboniferous Ulziithar
Formation consisting of volcanic (andesite, andesite porphyry) and pyroclastic rocks (ash, lapilli, and
block and ash tuffs). These were intruded by units of the Early Carboniferous Bayan Airag Intrusive
Complex, and togber these rocks were unconformably overlain by Jurassic silicickestimentary

units. All rocks in the region are overlain by unconsolidated sediments of Quaternary or Recent age.
The following descriptions of the main geological units at Bayan Khaneliidescribed in an
interpreted sequence from oldest to youngest.

Late Carboniferous Ulziithar Formation Altered Pyroclastic Rocks

The Ulziithar Formation is the oldest rocks at Bayan Khundii, and the host rocks for gold mineralization,
include a sequencef intensely silicified and illitaltered pyroclastic rocks. Lower Carboniferous
volcanic rocks of the Ulziithar Formation are present throughout the license area and include several
texturally-distinct units of intermediate composition including andesiporphyritic andesite and
basalt. Pyroclastic lithologies include finend coarsegrained lapilli tuffs (i.e. containing lithic
fragments <2 cm and > cm respectively), ash tuffs (fragments <2 mm; some finely laminated),
welded tuffs (with fiamme) andare block and ash tuffs (with blocks >6 cm). These Carboniferous tuffs
represent an erosional window, surrounded and unconformably overlain by Permian to Jurassic red
bed sedimentary strata and flood basalts. Assays of surface rock chips witheximied quartz veins

from initial prospecting returned up to 4,380 g/t Au.
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Figure7-8 Detailed geology map of the Bayan Khundii Au deposit, showing the distribution of the Lower Ulziitkhar
Formation(Source Macbnald 2023)

The geological map of the Khundii deposit and surrounding aFégure 7-8) shows that Au
mineralization is hosted by andesite lapilli tuffs, with minor ash tuffs and block and ash tuffs of the
lower member of the Ulziitkhar FormatioRigure7-3), all intensely altered. The presence of erosional
features on the upper contact of the ore zone and the nature of alteration zones, coupled with the
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occurrence of unconformably oveng Permian redbed strata and Jurassic flood basakgy(ire7-9),
indicates that the mineralized tuffs were variably eroded prior to the deposition of thempastral

cover rocks. The lower portion of some of the deposit was intruded bypostral alkaline granitoids
(syenite, quartz syenite) of the early Carboniferous Bayan Airag intrusive corRjglaxef-9). Thus,

the original Bayan Khundii Au deposit was partially eroded, and part may also have been removed by
intrusion.

Figure7-9 NESW trending cross section through ttgtriker, Midfield and North Midfield zones at the Bayan Khundii
gold deposit(Source MacDonald 2023)

Intense quartallite hydrothermal alteration has replaced most primary minerals in these tuffaceous
rocks, giving the lithologies a pervasive mediymay color in outcrop, and making identification of the
protoliths difficult, even in fresh drill core. Observations from outcrop and surface trenches in the
Bayan Khundii area, coupled with mapping of weakly altered tuffaceous units to the north and west
of the Northeast Prospect area, indicate these rocks have a dominant northeadiwest strike

trend and dip at approximately 40to 45 to the northwest. Recent structural analysis of oriented

drill core from parts of the Midfield Zone, coupled with fieldservation in the Northeast Prospect
area, indicate that lithologies may also have northwest aasl-erest strikes with variable dips.

Page85of 439





































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































