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Specific gravity SG
Square kilometrs) km?
Threedimensional 3D
Timmins Gold Corp. TMM
Timmins Goldcorp Mexico, S.A. de C.V. Timmins
Tonne (metricdtonnes per day t, t/d
Tonnekilometre t-km
Tonnes per cubic metre t/m°
TSL Laboratories Inc. TSL
United State®ollar(s) USDor$
Universal Transverse Mercator UTM
Value Added Taor Impuesto al Valor Agregado VAT or IVA
Year Y,y

Xi
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1.0 SUMMARY

Timmins Gold Corp.(TSX-V:TMM) (TMM) has retainedMicon International Limited
(Micon) to prepare a Preliminary Feasibility Stuoly its San Fransco project in the state of
Sonora, MexicoThe purpose of thigechnicalreport is to support disclosure of the results of
that study in a form compliant witBanadian National Instrumegitil) 43-101

Prior to this,Micon prepareé a technicalreportdesribing the project, dated December 20,
2005. Later, that reportasupdatel in supportof disclosure off M M 62606drilling results

in a report dated February 23, 200he latterreportwas ceauthored byichael G. Hester,
FAudMM of Independent MiningConsultants, Inc. (IMCand included amineral resource
estimatefor the projectcompleted byMr. Hester That resource estimatemains valid and

has provided the basis for the preparation of the Preliminary Feasibility Study described
herein.

Property Description and Location

The San Francisco property is situated in the noetitral portion of the state of Sonora,
Mexico approximately 150 km north of the citytbg state capitaklermosilla In this report,

the term San Francisco projédéhe projetd refers to the area related to the exploitation
mining concessions optioned byMM, while the term San Francisco propeityé t h e
pr op emrfery @) the entire land package (mineral exploitation and exploration
concessions) optioned and ownedTidyM .

The prgect is comprised of two previously mined open pits (San Francisco and La
Chicharra together with heap leach processing facilities and associated infrastructure located
close to the San Francisco pit.

TMM advises that it holds its interest inettsan Francisco property through its wholly
owned Mexican subsidiary Timmins Goldcorp Mexico, S.A. de C.V. (TimmiAs)mins
originally acquired the rights to the exploitation concessions on April 18, 2005 upon signing
an option agreement with GeomaqueMiexico, S.A. de C.V. (Geomaqui Mexicq. The

option agreemenhas now been superceddéy an acquisition agreemenBriefly, the
purchase price was set at USD 5,000,000 plus 10,000,000 shares at a deemed price of USD
0.50 per share. The existing equipnbas a purchase price of USD 3,500,000 plus VAT
which amount is due without interest at the end of the three years from May, 2007. Only the
equipment purchase price remains outstanding. The security documentation to place a lien
against the equipmentling finalized.

In 2005 Timminsstakeda number ofexploration concessiorsurrounding the exploitation
concessionsinterspersed ithin the Timminsconcessionsvere four mineral concessions
controlled by other partiebutthese do not impact the maarea ofinterestcoveringthe San
Franciscaoroject All concessions are subject teamtannual fee and the filing of reports in

May of each year covering the work accomplished on the property between January and
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December of the preceding yearhe total sem-annual fee payable to the Mexican
government for the group of concessiongrissently estimated to SD 32,970

The Mexican mining laws were changed in 2005 and as a result of these changes all mineral
concessions granted by the Direccion GengeaMinas (DGM)becamemining concessions

and there are no longer separate specifications for a mineral exploration or exploitation
concessionA second change to the mining laws was that all mining concessions are granted
50 years provided the concessioesain in good standing. As paftthis changgeall former
exploration concessions which wegseeviouslygranted for 6 yearbecame eligible for the
50-year term

In 2006,Timminsc oncl uded an access agreement with a
Mexi co) <cal |l ed f LTomsningvas grames] accesshpevilegds yo 674 ha, the

use of the ejidobs roads, as wel |l as being
covered by the agreemeithe agreement is for a period of 10 years with @iroa to extend

the access beyond the 10 year perimdconsideration for the ejido granting the access
privileges to a portion of its land, Timmins paid the ejido the subSiH 30,000.

Accessibility, Climate, Local Resourcednfrastructure and Physiography

The project is located in the Arizotonora desert in the northern portion of the Mexican
state of Sonora2 km west of the town of Estacid_lano Estacion, approximately 15&m
north of Hermosillo and.20 km south of the United States/Mexico der city of Nogales
along Highway 15 (Pan American highwayJhe closest accommodatioase located in
Santa Ana, a small city locat@d kmto the north on Highway 15

Physiographically, te San Francisco property is situated within the southern Badin a
RangeProvince characterized by elongate, northwashding ranges separated by wide
alluvial valleys. San Francisco is located in a relatively flat area of the desert with the
topography ranging between 700 and 750 m above sea level

The climate at he project site ranges from searid to arid. The average ambient
temperature is 21°C, with minimum and maximum temperatures5% and 50°C,
respectively. The average rainfall for the area is 330 millimetres (niimaw upper extreme

of 880 mm.The desrt vegetation surrounding the San Francisco mine is composed of low
lying scrub, thickets and various types of cacti, with the vegetation type classified as
Sarrocaulus Thicket.

History

After conducting exploration on the project between 1983 and 1®@8&pania Fresnillo
S.A. de C.V. (Fresnillo)sold the property in1992 to Geomaque Explorations Ltd.
(Geomagque)After conductingfurther exploration, Geomaqueecided to bringhe project

into production in 1995Due to economic conditions, mining ceasew dhe operation
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entered into the leaetnly mode in November, 200(h May, 2002, the last gold pour was
conducted; the plantasmothballed, and cleanp activities at thenine sitebegan.

In 2003, Geomaque sought and received shareholder approvadlgaamte the corporation
under a new Canadian company, Defiance Mining Corporation (Defiadoéyovember 24,
2003, Defiance sold its Mexican subsidiaries (Geomaque de Mexico and Mina San
Francisco), which held the San Francisco gold mine, to the Astrazamily of Sonora and

their private company for a total consideratiotJ&D 235,000.

Since June, 2006he Astiazaran family anitheir company Desarrollos ProdeSa\. de CV.
have beermxtracting sand and gravietermittentlyfrom both the waste dumspand the leach
pads for use in highway construction as well as other construction projects.

Timmins conducted a review of the available data and started a reverse circulation drilling
program in August and September, 200bis was followed by a secondiling program
comprised of bothieverse circulatiomnd diamond drilling in 20Q@ased on the results of

the 2005 drilling program.

Geological Settingand Mineralisation

The San Francisco project is a gold occurrence with trace to small amounterahetallic
minerals.The gold occurs in granitic gneiss and the deposit contains principally free gold and
occasionally electrumrlhe associated mineralogy, the possibility of associated tourmaline,
the style of mineralization, and fluid inclusion studseggest that the San Francisco depgosit
may be of mesothermal origin.

The San Francisco deposits are roughly tabular with mulpipdses ofjold mineralization.
The deposits strike 60e west to 65e west,
m, extend over 1,500 m along strike and are open edAdedher deposit, the La Chicharra
zone, was mined during the last two years of producéis@separatgit.

Exploration

After a reviewof the available geological data, Timmins identified a number of exploration
targets in and around the existing San Francisco pit as wahassecondary targets located
on Timmins exploration concession$immins condicted its first exploration drilling
program on the San Francisco project in August and September, 2005

The drilling program conducted Byimmins from September to November, 2006 was based
primarily on the results of the 2005 drilling program and onr#salts of the historical
drilling programs conducted by Geomaque and Fresnillo.

During 2007, Timmins has conductedield work and explorationdrilling to evaluate the
extent of the gold mineralization in the other zones on the progmrtyno mineralesource
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estimate from t& work was available for inclusion in this study total of 5,123 m of
exploration drilling were completed in 2007 which include@2Z, m of condemnation
drilling. The total expenditures for the 2007 drilling program were apmpabely U
629,000.

Drilling

In the fall of 2005, Timmins conducted a reverse circulation drilling program comprised of
14 holes on the San Francisco project sitee details and results of the drilling program

were published previously inMicon techical report entitledi Te c hni c a l Report
Francisco Mine PropertyEstacionL | a n o, S o0 n o Thi& ,techihibalxréporto was
published on the SEDAR website on April 28, 2005TMM.

Between September and November, 2006, Timmins conducted a-fgilarilling program

which consisted of 56 holes comprised of 28 diamond drill holes and 28 reverse circulation
drill holes. While the drilling was primarily concentrated to the north and northwest of the
present San Francisco pit and to the north anthwest of the existing La Chicharra pit, a
number of widely spaced holes were drilled to test specific geological and geochemical
targets around the San Francisco pit and to the south and west of the La Chicharra and La
Severiana areas.

The details of th2006 exploration program and its results were discussed in a February,
2007Micon technicalre p o r t e n t-101 Tlechmical iR&pbrt add3Resource Estimate for
the San Francisco Gold ProperBstacionL | a n o, S 0 n d'hisareportiasxfileccom O .
the SEDAR website on February 27, 2007TdgM .

This reportrepeats the description tfe Frebruary, 200%esource estimate by IM@n the
main San Francisco depositcluding the sampling methods, assaying, data quality control
and verification procedures.

Mineral Processing and Testwork

The San Francisco mine operated during the period-2008, when approximately 13.5
million tonnes of ore at a grade of 1.13 g/t gofaks treatedby heap leacimg, and300,834 oz

of gold were recovered. Metal recoverprfr the pregnant solution was effected through
carbon columnsLoaded carbon from the columns was transferred to a Zadra elution plant
for precious metal extraction and the productio®ofébullion. Average gold recovery over

the mine life was about 63%/lining operations ceased in 2001 as a result of low gold prices,
althoughleaching andinsing of the heap continued for approximately one year after this.

In Section 9 of it2006 San Francisco Scoping Study, Sol & Adobe Ingenieros Asociados
S.A. de C.V(Sol & Adobe) noted that:
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9 Norberg Inc. Minerals Research and Test Centre conducted destsltiate impact
work indices and paddle abrasion index and that the eemdicated that the material
wascharactezed as very hard and abrasive

9 Metallurgica testwork was performed on the San Francisco project by four separate
organizationsthe first being Servicios Industrialesffedes, S.A. de C.V. (Pefioles) of
Monterrey, Mexico Additional work was performed by McCelland Laboratories Inc.
(McCelland), Kapes, Cassiday and Associates (Kappes Cassiday) both of Sparks,
USA and METCON Research Inc., (METCONJ Tucson, USA.The testwork
performed by Pefioles and McCelland included both roll and column leach tests.
Work completed at Kappes Cassiday includedi®otil tests on drill cutting samples
and column tests on bulk matd crushed to minus 5/8 iIMETCON conductd
column tests on samples designated as schist and granite and representing four
different crush sizes for each type of material.

9 Independeny of ore type, schist or granite, gold extraction averaged 57% for a leach
cycle of 72 days. Cyanide consumption ranged from 0.0554 to 0.085 kg/t the lowest
to 0.105 kg/t, the highest. Lime consumptiorermaged from 0.77 to 0.93 kghn
plant, reported @nide consumption averaged 0.11 kg/t, whereas lime gave 0.96 kgft,
values considered very close to the ones repamtsdveral metallurgical tests.

Timmins shippeddur samplesrom the San Fransisco mine to Process Research Associates
(PRA), in RichmondB.C,, representing the major ore typ&wttle roll testing was carried
outonthed 6as r ecei v e dadddz immateiisdnd & sampleddstred 1 a P80 of

Y in, considered to be the finesizethat could practically be used for heap leachifige

finer crush increased extractions and it was decided that column tetsiid be carried out

at this size.

Four columnswith an internal diameter of 102mrmwere were filled to 2.44 pone column

for each ore typeEach column contained 2528 kg maerial, agglomerated with 0.05 kg/t

of hydrated lime, 5 kg/t of cement and approximately 5% moish@aching wasarried out

on the granite andngisssamples foi75 days and gold extractions of 79.6% and 85.6% were
achievedespectivelyCyanide and lira consumptions werk12 and 0.95 kg/t and 0.12 and
0.11 kg/t, respectivelylhe gabbro andggmatite ore leaching was continued to 97 days and
extractions of 65.8% and 90.2% were achieved for each, respecReslgent consumptions
were similarly low with the exception of theggmatite test in which 0.21 kgsf lime was
consumed.

P R A Gamdarsl acid base accounting on four waste rock samples indicated that they could be
classified as noiacid generating.

Timmins then conducted definitive leach testaigtheir onsite laboratory. The resultsf
bottle roll testavere generally lower than those obtained during the PRA testwork and also
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exhibited considerable variatioli.was believed that the small sample size presence of
free gold may have had ampact on the variabilityso it was decided to proceed with tests
using the 2.3 m columns.

Six 2.3 m columrtests were conductethree on granitic material, and one each on partly
altered granite, gabbro, and gneisl.the tests were conducted on méécrushed to 100%
minus¥zin with the exception of test 1468@340 which was crushed to 100% mirisin.

Leach times varied from 44 to 66 days as the tests were stopped once the extraction kinetics
had slowed and the curves flattened.

The granitic mateal crushed to minug/4 in produced a lower extraction rate (56%),
compared to the two tests at 100% minus half inch, which averaged approximately 75%. The
partly altered granite produced an extraction of 55%, the gabbro and the gneiss both
approximately 4%. Although recoveries were improved over the bottle roll tests, they were
still considerably less than those achieved duttvegPRAtestwork

A final series of test carried out on site usetbmns 6.0 m talvith 140 mmID. Due to time
constraints leaching was conducted for a maximum of 47 days only, but all samples were
still leaching when the columns were shlddwn for washing and residue assayiii@pe
results of these columns are given in Tablk together with the weighting attributed to each

ore type in the sectional geological model prepared by Timmins geological staff so that a
weighted average recovery could be calculated for tét iresource.tlshould be noted that

the forecastrecoveriesare given formateral crushed to 100% minus %2 and assume a
secondary leaching cycle is conducted on the .h&dpilst the same recoveries could
possibly be obtained from coarser materiag leach time required would be longand

would therefore impact on th@anned production rate.

Table1.1
Actual and Forecast Leach Recovery
_ Weight Actual Column Forecast Column
Domain name % Recovery after Recovery after 90
47 Days (%) Days (%)

Pegmatite 11.4 65.2 71.7
Gabbro 7.7 52.5 57.8
Gneiss 63.5 61.1 67.2
Granite 17.1 77.9 85.7
Granite/Gneiss (gered) 0.2 67.3 74.0
Overall weighted recovery 63.7 70.1

Mineral ResourceEstimate

In 2006, IMC was engaged BYMM/Timmins to estimate the mineral resources for the San
Francisco mingusing the historical Geomaque data along with the results ofiTimm 6 2 005
and 2006 exploration drilling programbBVIC develogd a threedimensional (3D)block
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model andusedfloating cone techniques to develop a mineral resource within a constrained
pit outline

The resource estimatmompleted by IMC inJanuary, 2007is compliant with the current
CIM standards and definitions required by NI-#BL and it supersedeshe historical

resource egtiate for the San Francisco minkeo fulfill the criterion for potential economic
viability, only material lying withina floaing cone pit shell at a gold price of USDO per

ounce and additional cost and recovery parameters developed by Timmins ahddN€&en
reported as a mineral resource in Table 1.2.

IMC does not know of any environmental, permitting, legal, title, tarasocieeconomic,
marketing, or political issues which would adversely affect the estimated mineral resources
However, the reader should be cautioned that mineral resources that are not mineral reserves
do not have demonstrated economic viability.

Table 1.2
IMC Mineral Resource Estimate for the San FranciscdProject
(Inclusive of Mineral Reserve)
(0.23 g/t Gold Cutoff Grade)

Category Resource(000 t) | Grade (g/t gold) Contained Gold (0z)
Measured Mineral Resource 5,352 0.912 156,930
Indicated Mineal Resource 22,296 0.781 559,860
Total Measured + Indicated Resources 27,648 0.806 716,790
Inferred Mineral Resource 2,506 0.788 63,490

Table provided by Independent Mining Consultants, Inc.

The drilling database provided to IMC by Timmins corssadt1,133 drill holes amounting to
116,000m of drilling. There are 62,137 sample intervals of which 61,346 were assayed for
gold. The sampling interval is predominantly 2 m (86% of the intervals), though about 7% of
the intervals are 1.5 m in length, aaobut 3% of the intervals are 1 m in length.

IMC was also provided with a block model for the depddie provided model is based on

10 m by 10 m by 6 m high blocks and the coordinate limits and block size structure of the
model wereretained for this arrent work.The topograpiec surface was updated to reflect the
surface at the terminati on oAn iBlieaomlaignge 6 s mi
estimation methodvas usedo facilitate theincorporation of new datato the block model

The estimatn method is:

1) Block grade estimations are based on 3 m regular bench composites, even though
the block height is 6 mAssays were length weighted for each compodite
reason for the relatively short composite is to unsmooth the resultant block grade
distribution to try to better match the likely distribution of mined blocks.

2) Assays were capped at 30 gdid prior to compositing.
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3)

4)

5)

6)

7)
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Ore zones were established in the model by indicator krigimgwhich a
discriminator of 0.125 g/t was use@omposites greaar than 0.125 g/t were
assigned a value of 1 and composites less than 0.125 g/t were assigned a value of
0. The ones and zeros were kriged to obtain a value between 0 and 1 for each
block that may be interpreted as the probabitligtthe block is abov®.125 g/t

gold. Blocks with a probability over 0.5 were assigned a code to designate them
inside the ore zone, i.e. an ore block.

Composites were assigned an ore/waste code as follnmsposites greater than
0.125 g/t gold were marked as o@omposites dlow 0.125 g/t gold, but located
within ore blocks defined as 0.75 or more probability of being ore were also
assigned a code to mark them as in the ore zZidme.accounts for internal waste
composites.

Gold grades were estimated by ordinary krigi@gly ore blocks were estimated
and only the ore zone composites were used for the estim@tiersearch radius

for the estimation was 50 m along strike (N65°W), 60 m down dip (30°NE) and
20 m in the perpendicular (near vertical) directidnmaximum of 10 anda
minimum of 1 composite were used to assign grade with a limit of 2 composites
per hole.The indicator kriging to develop the ore zone was based on a maximum
of 10 and a minimum of 2 composites, again with a maximum of 2 perTiwde.
relatively small maimum number of composites was, again, to limit
oversmoothing the grade distributiofhe search radii used represent 100% of
the estimated variogram ranges of the gold variograms.

Based on historic data, an-situ block density of 2.66 t/frwas assigneébr the
ore blocks and 2.77 tfifor the waste blocks.

A resource classification code (measured, indicated, and inferred resources) was
also assigned to the mod®lore details on this assignment are included below.

To validate theesulting blockmodel| IMC compared the model estimate of the contents of
the existing open pivith a table of historic production from the San Francisco pit between
1996 and the mine closure in 2002ble 13 compares the historic production with the new
IMC model for this meerial, showinga good comparison between the new model and
reported historic production.

Table 13

Comparison of the IMC Model with Historic Production for the San Francisco Project

Description Tonnes(000 t) Grade (g/t gold) Gold (000 o0z)
Historic Poduction 13,490 1.127 488.7
IMC Model at 0.4 g/t cubff 13,707 1.113 490.5
% Difference +1.6 -1.2 +0.037

Table provided by Independent Mining Consultants, Inc.
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For resource classificatiopurposes only, apecial gold grade kriging wakendone The
gold gradeestimategrom this kriging werenot used, but the number of samples and kriging
standard deviatiofor each kriged blockvere usedo classify theresource

1) The maximum search radii for the special krigingraset to 38 m along strike,
45 m ddwn dip, and 20 m perpendiculafhis represents about 75% of the
variogram range; IMC generally assumes that measured/indicated resources
should be defined within 67% to 75% of the variogram rampe.variogram was
also normalized to a sill of 1 and aguyet of 10% of the sillA maximum of one
composite per drill hole was allowed in the kriging and the ore zones used in the
grade kriging were respectedhis kriging procedure provides a count of the
number of holes within 75% of the maximum search radng also calculates a
kriging standard deviation based orskdata.The number of holes and kriging
standard deviation were stored in the model.

2) Probability plots of block kriging standard deviations by the number of holes were
constructed

3) First, all Hocks in the ore zonvere set to a default of inferred resourdear
blocks with the closest composibeitsidethe 38 m by 45 m searcthat is their
final classificationThey were not examined in the special kriging.

4) The plots of kriging standard devi@ats indicate that blocks estimated with five or
more holes generally have a standard deviation less thanThee were
classified as indicated resource.

5) Blocks kriged with four holes and with a kriging standard deviation less than 1
were classified asndicated resourcelhis is about 99.5% of the blocks kriged
with four holes.Blocks kriged with three holes and with a kriging standard
deviation less then 0.9 were classified as indicated resolhiseis about 82% of
the blocks kriged with three holeBlocks kriged with two holes and with a
kriging standard deviation less than 0.8 were also classified as indicated resource.
This is about 35% of those blockBlocks kriged with one hole and a kriging
standard deviation less than 0.7 (about 4% of thasekb) were also classified as
indicated resource.

6) All blocks with a kriging standard deviation less than 0.45 were thelassified
as measured resourcghis is about 10% of all blocks kriged with the special
kriging.

Visually, the described method appe to give good resultdndicated resources are not
extrapolated far outside of the drilling data and measured resources are developed only in
well-drilled areasBlocks kriged with one or two holes can generate indicated resources only
very close to théoles.
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IMC thenperformed a floating cone analysis on tileck modelto constrain the reported
mineral resource estimate to that material having demonstrated economic pdiehteall4
shows the economic parameters used frahalysis.The parametrs are a combination of
IMC and Timmins inputsThe mineral resource given in Table 1.2, above lies within the
resulting optimized pit shell.

The USD 1.00 per total tonne owner mining cost was estimated by TR processing and

G&A costs were providedy Timmins. The G&A cost is based on a fixed cost of USD
600,000 per year and an ore production rate of 3 million tonnes pefMyeagold recovery

of 64% was a Timmins estimatklistoric recovery is reported at 61.5% while Geomaque
operated the property.he slope angles used for the floating cone evaluation are based on
inte-ramp angles recommended by Golder Associates and adjusted by IMC to allow for haul
roads.

Table 14
Floating Cone Parameters for the San Francisco Project

Parameters Costs, Etc

Mining Cost per Tonne Mined USD 1.00
Processing Cost Per Ore Tonne

Crushing USD 0.86
Leaching/Plant USD 1.11
Maintenance USD 0.12
Sales USD 0.10
TOTAL USD 2.19
G&A Cost Per Ore Tonne USD 0.20
Gold Recovery 64%
Gold Price Per Troy Ounce USD 500
Cut-off Grades

Internal Cutoff (g/t) 0.23
Breakeven Cubff (g/t) 0.33
Slope angles based on Golder Associates 1996 report

Table provided by Independent Mining Consultants, Inc.
Mineral Reserve Estimate

IMC thenperformed asecondloating cone analyis on theblock model this time attributing

no value to the inferred resource material in the block model. All other parameters were as
given in Table 1.3, above. This optimized shell provided the basis for an open pit design
including ramps and safetybms that could be used to delimit a mineral reserve estimate for
the projectThe ultimate open pit is shown in Figure 1.1

During the course of its work towards the preparation of this study, Micon has identified

increases in some of the operating céstscast for the project since the time at which IMC
conducted its open pit optimization, design and production scheduling ira2AQ8QJ.

-10-
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Figure 1.1
Final Limits of San Francisco Open Pit
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However, the rise in forecast gold recoveries and, most significantly, the higher forecast gold
price, have offset such changes, so that ttutoff grades used in the pit design are now seen

to be conservative. Mi con therefore consi de
Table 15 compares the parameters used in pit optimization with those resulting from the
completed preliminary fesibility study.

Modelling of the San Francisco deposit has been undertaken by IMC in a manner such that
the resource tonnage and grade estimates already provide sufficient allowance for grade
dilution and losses in mining recovery that no further modgyfactors are required before
reporting these as a mineral reserve. The comparison to prior production given in Table 1.3
(above) bears out this assumption.

-11-
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Table 1.5
Comparative Parameters for the San Francisco Project
Resource Preliminary Preliminary
Parameters Estimate Feasibility Feasibility
Jan-2007 Study Study
Processing Method Crusher Feed | Crusher Feed chggl\r/la;de
Mining Cost per Total Tonne USD 1.00 USD 1.72 UsSD1.72
Processing Cost Per Ore Tonne
Crushing USD 0.86 USD 0.86 Nil
Leachng/Plant USD 1.11 USD 0.87 usDO0.87
Maintenance USD 0.12 USD 0.12 USD 0.12
Sales USD 0.10 UsSD 0.23 UsDO0.23
TOTAL USD 2.19 UsSD 3.80 USD3.80
G&A Cost Per Ore Tonne USD 0.20 USD 0.30 USD 030
Gold Recovery 64% 70% 40%
Gold Price Per Troy Ounce USD 5@ USD 686 USD 686
Cut-off Grades
Internal Cutoff Grade(g/t) 0.23 0.15 0.10
Breakeven Cubff Grade(g/t) 0.33 0.27 0.21

Table compiled by Micon. Data for Resource Estimate colymavided by Independent Mining Consultants, Inc.

On the basis thahe information presented in Section 18 of this report, economic viability of
the proposed extraction and treatment of the portion of the measured and indicated mineral
resource found within the designed open pit has been demonstrated.

Micon therefore onsiders the measured and indicated mineral resources within the open pit
design to be a mineral reserve in terms of the CIM definitions.

Notwithstanding the fact that engineering of certain aspects of the project have reached an
advanced stage, Micon csiders that, overall, the basic project engineering is at the level
normally associated with a preliminary feasibility stulitythis study no breakdown of the
resourcs by rock type and recovery on a bermrbench or annual basisas available

Only a manual, sectional estimatgas available, providin@g life-of-mine average. This
resultedi nunc@rtainties associated with the modifying faadansterms of NI 43101, and
henceMicon hasclassifed both the Measured and Indicated Mineral Resowithsn the

pit as aProbableMineral Reserve

Table 16 sets out the Mineral Reserves of the San Francisco Project. These reserves are valid
as of February 29, 2008lote that in addition to thMineral Reserve tonnage, totalaste

rock within thefinal pit ouline is estimated to b46.0 Mt giving astrippingratio (waste:org

ratio of2.0:1

-12-
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Table 16
Mineral Reseve Estimate
Case Reserve %L:Zgg Reserve Grade Gold

Class (g/t gold) (000t) | (g/tgold) (000 02)
High Grade | b e 050 | 12,000 1.05 403.7
Crusher feed
Low Grade | b opie 023 | 4653 | 088 132.0
Crusher feed
Subtotal Probable 16,653 | 1.01 535.7
Crusher feed
Low Grade
ROM leach Probable 0.28 5,981 0.39 75.3
Grand Total Probable 22,634 0.84 611.0

Compiled by Micon fromschedules provied bylndependent Mining Consultants, Inc.

Mining Production Schedule

IMC prepared a production schedule for the open pit, generating a crusher feed of 4.0 Mt/y of
higher grade material using a @ft grade 0.50 g/t gold, together with lower grade malker
above a cubff of 0.23 g/t gold which was to be heap leached without crushing. This
production schedule has been adjusted by Timmins to reflect a slightly slower production
rate of 3.3 Mt/y of crusher feed, in order that the lower grade material e&deaabhed
concurrent
schedule honours the total bedAnytbench volumes and grades of material to be moved, as
delineated in the IMC schedule.

y Wi

t h

t he

hi gher

Table 17 shows the production setiule for the main zone

Table 17
Mine Production Schedule

gr ade,

crushed

Unit Pre-_ Year1l | Year2 | Year3 | Year4 | Year5 Total
production
CrushLeach Ore| 000t 464 3,300 3,300 3,300 3,300 2,989 16,653
g/t Au 0.883 1.023 1.091 1.054 0.972 0.868 1.001
ROM Ore 000t 447 1,784 1,789 1,367 594 0 5,981
g/t Au 0.383 0.391 0.393 0.393 0.393 0.392
Total Ore 000t 911 5,084 5,089 4,667 3,897 2,989 22,634
g/t Au 0.638 0.801 0.845 0.860 0.884 0.868 0.840
Waste 000t 4,804| 12,647| 10,733 8,323 6,045 3,507 46,059
Total Tomes 000t 5,715| 17,731| 15,822| 12,990 9,939 6,496 68,693
Strip ratio 5.3 2.5 2.1 1.8 1.6 1.2 2.0
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All mining activitieswill be carried out by a mining contracting compafhe contractor
will provide all the required mining equipment and personneprtduce the tonnes
scheduled imrable1.7. Timmins will provide contract supervision, geology, engineering and
planning and survey services usitggown employees

Processing

The gyratory primary crusheemans in place but requires some fairly extersiepair work

to rebuild worn area€stimates for the rebuild work have been obtaifreth Metso,and
have been incorporated in the financial modélere is no surge bin, feeder or impact idlers
under the primary crusher as would normally be instalbeprotect the conveyor belts and
provide a uniform feed to the following equipmehtowever, it was decided that the
configuration should remain the saasbefore.

Secondary crushers were part of the original circuittbese weralismantled as we the

0 gr as s ¢tonveypre for deedingre ontothe heapsMuch of the conveyor hardwafer
feeding the leach pads is on site, although the belts have been refrovéide revamped
plant, Timmins intends to install secondary and tertiary crushing, with kaer in closed
circuit. Sandvik have provided a detailed proposal for the refurbishment of the secondary and
tertiary crushing and screening plant, which has been incorporated into the capital estimate

It is Timmins intention to construct a new 47 k&dh pad adjacent to the existing pads.
Phase one of the nd@achpad will occupy 25 ha and be divided into 4 sections to facilitate
control of pregnant liquor concentrations. Phaselfich is comprised of the remainirg®

ha, will be constructed in thiird year of operation. The new pads will require some re
grading of the existing terrain to ensure correct solution flow to the elution plant.

The adsorption plant consists of 2 lines of carbon columns each with 5 tanks through which
the carbon is adveed counter currently. One line of columns contains approximately 2.0
tonnes of carboper columnand the other 2.5 tonnger column Gold is adsorbed on the
carbon to a concentration of appimately 5,000 g/ Desorption of the carbon is achieved in

a Zadra circuit using stainless steel electrodes in a stainless steel electrolytic cell. Adequate
carbon regeneration and handling facilities are installed and should require only a minimum
of rehabilitaion work to return them to service.

In total, the preessing and maintenance staff will require 116 people. It is intended to
operate two 12 hour shifts, seven days per wadkur day orfbur day off schedul¢hus
requiring fourcrewsof up to 29 personsach on day shift, there will be a need for heap
leach solution piping movements and also additional people in the laboratory. Overall the
forcast labour is considered to be higher than might be required once the plant has reached
stable operating state.

Table 1.8indicatedthe annualproduction schedultor the processing plant.
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Table 1.8
Annual Process Production Schedule
2008 2009 2010 2011 2012 2013 | TOTAL
High GradeOre treate|000 t 464 3,300 | 3,300 | 3,300 | 3,300 | 2,989 |16,653
g/t Au 0.88 1.02 1.09 1.05 0.97 0.87 1.00
Au (kg) 410 3,376 | 3,600 | 3,477 3,207 | 2,594 |16,664
Gold recovery % 70.00 | 70.00 | 70.00 70.00 | 70.00 | 70.00 70.00
Au (ko) 287 2,363 | 2,520 2,434 | 2,245 1,816 |11,665
Low GradeOre treateq000 t 447 1,784 1,789 1,367 594 - 5,981
g/t Au 0.38 0.39 0.39 0.39 0.39 - 0.39
Au (kg) 171 698 703 537 233 - 2,342
Gold recovery % 40.00 |40.00 |40.00 |40.00 |40.00 |40.00 |40.00
Au (ko) 68 279 281 215 93 - 937
[Total Ore Heaped  |000 t 911 5,084 | 5,089 | 4,667 3,894 | 2,989 |22,634
Gold production Au (ko) 355 2,642 | 2,801 2,649 2,339 1,816 |12,602
Gold inventory Au (kg) 44 113 120 114 100 -
Gold sales Au (kg) 311 2,573 | 2,794 | 2,656 | 2,352 1,916 |12,602
Gold sales Au (0z) 9,995 (82,734 (89829 (85,377 |75,615 |61,598 |405,148
Manpower

Table 19 indicatesthe total manpoweproposedfor the San Francisco projectxcluding
employeegrovided bythe mining contractor anthe commercial security personnel.

Table 19
Manpower structure
Description Number
General Manager 1
Accounting 6
Purchasing 4
Human Resources 14
Subtotal G&A 25
Environmental 3
Geology 7
Mining 5
Subtotal Technical services 15
Crushing 42
Maintenance 43
Adsorption/Desorption/Recovery 18
Laboratory 13
Subtotal Processing Department 116
Grand Total 156
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Environmental and Social Considerations

Timminsis in the process of renewing its permits tte# mine operationdn order to comply
with the Mexican legal and administrative framework, the following laws ragulations
must be considered:

Mining Act and Regulationd-M)

General Law of Ecological Egjibrium and Environmental ProtectighGEEPA)
General Law of Sustainable Forestry Developn{eDfS)

National Waters LawLAN)

General Law for Integral Waste Management and Prevention (LGPGIR

= =4 =4 -8 -9

As a nation, Mexico is a signatory to a significant numbeinternational Environmental
Treaties. Additionally, in all the Commercial Treaties to which Mexico is a party,
environmental regulations are included

1 Vienna Convention for the Protection of the Ozone Layer, Vienna 1986 and Montreal
Protocol Related tthe Substances that Deplete the Ozone Layer, Montreal 1987.

1 Convention on the Control of Transboundary Movement of Hazardous Wastes, Basel
1989.

1 UN Convention on Climate Change, New York 1992.

1 Convention on Biological Diversity, Rio de Janeiro 1992.

1 Convention on International Trade in Endangered Species of Flora and Fauna,
Washington 1973.

1 North America Free Trade Agreement, side agreement on environmental matters,
1993

Permitting is expected to be completed early in 2008 as indicated in the work schedul
submitted as part of the MIA to governméhRigure 12). Timminsdapplication for a Change

of Land Use permitvas approved by SEMARNAT on February 22, 200Bis key permit

for the projects supported by a compensation payment from Molimesti#l Noraeste de

S.A. de C.V(Molimentales)}hat is to be spent on reforestation and restoration activities.

Table 1.10
San Francisco Mine Work Schedule
2008
B P JAN FEB MAR APR MAY JUN
Obtain Authorizations ZZZ ZZZ
Acquisition of Parts and Eqpment | Z Z Z ZZZ ZZZ
Maintenance and Refurbishment ( ZZZ ZZZ ZZ2Z
Process Equipment
Exploration Program ZZ7Z ZZ7Z ZZZ ZZ7 ZZ7
Preparation of Mine and Leach Z2Z2Z ZZ2Z ZZ2Z ZZ2Z
Pad Areas
Start of Operations ZZ27Z
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Implementation Schedule

The projet construction and implementation schedule, represented by capital expenditure, is
shown in Figure 1.2.

Figure 1.2
Project Construction Schedule
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The project implementation schedule sédir the completion of heap leach pad construction
by mid-2008, n order that loading of the pad can commence in the third quarter, and
leaching can commence at the end of that quaReiurbishment of the crushing plant must
therefore be completed around ryelar Expenditurse shown later tharhis in the schedule
representdeferred paymenstin respect of the work carried out on the secondary crushing and
conveying systems by Sandvikh& pumping, irrigation and BR plant mustalso be
commissioned during the third quarter.

Such a timetable for development is ambitiagheugh Micon notes that refurbishment of the
ADR plant was well advanced at the time of its visit in 2@D¥itical path items are seen to

be prestripping of the open pit and construction of the leach pad and irrigation/ADR
systems. While the crushingystem is important to the achievement of planned levels of
recovery, it would be possible to commission the leach pad with uncrushed ROM ore if the
crushing system fell behind schedule.

Capital Expenditure

The overall initial capital estimater the prgectis given in Table 1.1.
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Table 111
Initial Capital Cost Estimate
(USD 000)
Total
Mining 5,675
Primary Crusher Rehditation 759
Secondary Crushing 9,483
Leach Pad Construction 5,641
Adsorption Plant Rehdiiaion 2,171
Infrastructure 406
Indirect Costs 4,006
Contingency 5,628
Total Initial Capital 33,769

Mining capital costs represent the principal mining contractor establishment charges, which
are needed in order to refurbish and equip the existing workshop structuproéuetion

mining charges are included for ps&ipping of waste rock.

Light vehicles and equipment for the owdesupervisory and technical services teams are
included under infrastructural capital, below.

Cost estimates for the primary and secondary crushiogitsrhave been based on supplier
guotes for allof the major work items. Similarly, theachpad construction cost has been
a bill of quantities
unit rates. The ADR plant work hasdmeundertaken by a local contractor for a known cost

based

rate.

on

t aken

from Go

The contingency of 20% reflects appropriately the level of engineering work carried out to
date. It is assumed that &thpuesto al Valor AgregaddVA, or VAT) will be recouped, and
is thereforenct provided for in the cost estimate.

Sustaining capital expéiture is given in Table.12.

Table 112
Life -of-Mine Sustaining Capital Expenditure
(USD 000)
Total
Mining (demobilization) 1,200
Crushing/Screening/Conveying 2,048
Leach Pad Ph 2 pad construction 4,840
Leach Pad Ph 2solution distr./recov. 440
ADR plant 434
Infrastructure 81
Closure/ Redundancies 3,616
Total Sustaining Capital 12,659
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Phase 2 of the leach pad construction has been provided for at a unit rate 10% higher than
that in Phase 1, to allow for increased cut and fill requirements. Additional pumps, pipes,
valves and dripper lines are also allowed for.

A provision has been made for unspecified ongoing capital replacement expenditure in the
crushing, screening and cawng plant, to cover any additional heap construgtion
conveying equipment needand/or replacement of existing equipment additional to the
working cost allowance for maintenance. This allowance has been set at 4% per year of the
initial capital cost fothis plant.

Provision has been made famorking capital represented by 7 and 30 daysaafounts
payable and receivableespectively, as well as 45 dagsores and30 days of product
inventory.

Operating Costs

Table 113 shows a summary of the projexgerating costs over the life of the mine, and as a

cost per tonne of ore heaped, and per ounce of gold sold. Note that only high grade ore is
crushed before it is is placed on the leach pad. Lower grade ore is heaped uncrushed (i.e., as
run-of-mine ore)and so the costs applicable to each are shown separately in the table.

Table 113
Cash Operating Costs

LOM Total High Grade | Low Grade LOM LOM
USD 000 Ore Ore Average Average
USD/t USD/t USDI/t USD/oz Au
G&A 6,821 0.30 0.30 0.30 16.84
Mining 113,070 4.97 5.06 5.00 279.08
Crushing 22,161 1.33 - 0.98 54.70
Processing 19,736 0.87 0.87 0.87 48.71
Laboratory 3,686 0.16 0.16 0.16 9.10
Social & Envir. Mgmt 1,677 0.07 0.07 0.07 4.14
Total 167,152 7.71 6.47 7.38 412.57
Revenue

Revenue projections are based on a gold price which is forecast to decline in real terms from
the 2008 price level, towards a kerm medan price. The average price of U8B0 oz for

2008 is taken from the mediarf analysts forecasts published in early 2008 by the London
Bullion Market AssociatioLBMA). Thelongterm median price used is US22.390z,

being calculated from annual average prices in real terms for the period 1995 to 2007.

For the base case, thigsults in a weighted averageld price of USD 686.6@z before
royalties and refining charges.
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Cash Flow Projection

Table 114 shows a summary of the project LOM undiscounted cash flow and the discounted
cash flow valuation adiscount rates d5%, 1®b6 and 15%per year It will be seen from the
above that the@et present value of the project cash flow at a discount rate of 10%/y{NPV
for the base case evaluates to a approximately USD 25.5 million, and that the gasiaglo

an IRRof 38.5%. The awage cash cost of production equates to USD 41@z50ld, or

USD 7.38 per tonne treated (including uncrushed ROM material leached).

Figure 1.3 shows graphically the base case cash flow. Using an annual discount rate of 10%,
the discounted cash flow hagayback period of 2.5 years, or approximately half the LOM.

Table 114
Summary of Project Base Case BcountedCashFlow

LOM uUsD LOM

IRR 38.5% USD 000 Total NPVsg NPV NPVis per Average
(Undisc) tonne USD/oz
Revenue Gross Sales 278,188 241,900 212,664 188,763 12.29 686.63
less | Refining charges (709) (613) (536) (473) (0.03) (1.75)
less | Bullion delivery (2,334) (2,047) (1,818) (1,632) (0.10) (5.76)

less | Royalty - - - - - -
Net Sales Revenue | 275,145 239,240 210,300 186,658 12.16 679.12
Cash op.costs G&A 6,821 5,921 5,200 4,614 0.30 16.84
Mining 113,070 99,032 87,640 78,273 5.00 279.08
Crushing 22,161 19,118 16,688 14,720 0.98 54.70
Processing 19,736 17,174 15,111 13,426 0.87 48.71
Laboratory 3,686 3,202 2,814 2,498 0.16 9.10
Sodal & Env.Mgt 1,677 1,456 1,278 1,134 0.07 4.14
Total 167,152 145,903 128,731 114,665 7.38 412.57
Net Cash Operating Margin 107,994 93,337 81,570 71,993 4.77 266.55
Capital Exp. Initial/exp. capital 33,769 33,359 32,974 32,609 1.49 83.35
Sustaining capital 12,659 10,651 9,079 7,827 0.56 31.25

Change in Working Capital - 569 979 1,277 - -
Net cash flow before tax 61,565 48,757 38,538 30,280 2.72 151.96
Taxation payable 17,313 14,969 13,072 11,518 0.76 42.73
Net cashflow after tax 44,252 33,788 25,466 18,761 1.96 109.22

Sensitivity Study

Sensitivity of theNPV;o to changes in gold price, operating and capital costs has been
analyzel (Figure 1.4) While project revenues are directly proportional to process recover
and grade, project operating costs are largely insensitive to these factors, and hence gold
price may also be used as a proxy in this model both for changes in recovery and reserve
grade as revenue drivers.
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Figure 1.3
Base Case Cash Flow Profile
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Sensitivity of NPV to Prices, Operating and Capital Costs
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Taking as the starting point the base case [NRWaluation of USD 25.5 million,he
sensitivityresults show that, as expected, the project is most sensitive to the revenue drivers
described above. An adverse change of 20% is just sufficient to produce a slightly negative
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NPVio. The project is also moderately sensitive to operating costs, with a 20% adverse
change sufficient to reduce NPMo less than USD3 million.

Mining costs area very significant portion of total operating costs, and the sensitivity to
mining costs is evidence of the need to carefully manage the mining contractor under the
proposed project implementation.

The project is least sensitive to project capital cosi) a 20% adverse change reducing
NPV;0 by around USD5.5 million to USD 190 million.

Two further sensitivity studies were carried out to reflect more optimistic gold price
scenarios, wherein thelgl price is maintained at (i) USD 850/0z and (ii) US[D00/oz over

the LOM period. These scenarios reflect maintenance of the LBMA forecast average for
2008, and maintenance of prices recently achieved in the spot market, respectively.

Table 115 summarizes the results of this sensitivity study, which dse @resented
graphically in Figure 1.5. These results demonstitseincrease in IRR and NRyand the
shortening of the discounted phgck periodachievable with a higher gold price.

Table 115
Summary of Results for Price Sensitivity Study

Pre-Tax After Tax Discounted
NPV NPV Payback
0, 0, T
IRR(%) | yspoooy| "RR™) | (uspooo)| Period (y)
Base Case 51.7 38,538 38.5 25,466 2.43
USD 850/0z 86.7 85,981 66.2 59,605 1.68
USD 1,000/0z 129.2 131,797 97.7 92,622 1.15
Figure 1.5
Comparison of Discounte Cash Flowsfor Gold Price Scenarios
100,000
75,000
)
8
o 50,000
=)
< 25,000 —Base
S —— $850/0z
. 0o +— $1000/0z
£
o
-25,000
-50,000 , : ; : ,
2008 2009 2010 2011 2012 2013

-22-



mineral
industry
consultants

micon

INTERNATIONAL LIMITED

I nterpretation and Conclusions

Micon has reviewed the results of the historical exploration programs and the results from

the, 2005 and 2006 drilling programs conducted by Timmins and, in light of the observations

macke in the Conclusions and Recommendations Section of this report, supports the concepts
outlined by Timmins for furthedevelopment of the project towards productiot i s Mi c o n
opinion that the propertglsome r i t s f urt her e x p lpased@&xploratian, t h a't
plans are properly conceived and justified, and that the work program and budget proposed

by Timmins for the next phase of exploration are appropriate and warranted by the
exploration results achieved to date.

Micon concurswith the intention of Timmins to bring the projectinto productionand
recommendshat:

1) Timmins proeed with development of the San Franscisco open pit mine,
crushing, heap leaching and gold recovery plant asriéed in the preliminary
feasibility studysummarizd in this report;

2) Timmins shouldprepare bencbhy-bench estimates for the distribution of rock
types comprising the Mineral Reserve within the open pit which can be used to
improve the precision of the annual leaching recpf@mrecasts;

3) Prior to constructionof the second phase of its heap leach paamins should
investigate the potential for further expansion of the open pit towards the north
west, near the proposed leach pad area. Micon considers that this would involve
both exploration drilling and engeering studies to further delimit the open pit
potential using a gold price forecast prepared at that time

4) Timmins continues to compile the San Francisco data into a single database for
the property which will assist in preparing further compgkemeratd resource
estimatesand todocument and review the gene@/QC program that has been
setup within the company andpply this program in all future exploration
programs

5) In future exploration drillingall gold assays should be duplicated and samples
which show a range of assays greater than 10% should be assayed by the screen
metallics procedure

Given the amount of work conducted previously at the San Francisco project on the known
exploration targets and areas of mineralization, the property shaulcedarded as an
advanceestageexplorationproject with significant economic potential.
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2.0 INTRODUCTION AND TER MS OF REFERENCE

At the request ofMr. Arturo Bonillas, President anir. Bruce Bragagnolo CEO of
Timmins Gold Corp(TSX-V:TMM) (TMM), Micon International Limited (Micon) has been
retained to provide preliminary feasibility study fothe San Franciscgold project located

in the state of Sonora, MexicBMM advises that it holds its interest in the San Francisco
property through its wholkpwnedMexican subsidiary Timmins Goldcorp Mexico, S.A. de
C.V. (Timmins) which holdgwo mining concessionghree exploration concessionsnd
sevenrexploitation concessiortarough a whollyowned subsidiary, Molimentales

The study is based on the resourctineate prepared in 200@y Independen Mining
Consultants Inc. (IMC), which in turn wabased upon thessultsof drilling conductedin

2005 and2006 by Timmins as well as drilling conductegreviously by Geomaque
Explorations Ltd (Geomaque)IMC was reéainedby Timminsto update/develop gesource

block model and estimate the minerasource for the San Francisco projeict compliance

with the Canadian Institute of Mining, Metallurgy and Petroleum (CH#ndards and
definitions required by CanadianahNonal Instrument 4301 (NI 431 0 1) AStandard
Di sclosure for TManher&lpo RIit48-10& dechnidal Reporand

Resource Estimate fohé San Francisco Gold PropertistacionLlano, Sonora, Mexico

was dated February 23, 2007dgoublished on SEDAR Februaty, 2007.

IMC later developed a preliminary open pit design and 4.0 Mt/y production schedule for the
deposit, which provided a basis from which Timmins staff have developed the mining and
processing schedulesnd thecapitd and operating cost estimates used in this study.
Metallurgical testwork was carried out Byocess Research AssociateRA), of Richmond,

B.C., andalsoby Timmins staff at the project sitBlicon has reviewed thengineering and
environmentalvork caried outon the projectand has accepted that as meeting the standards
normally expected of a preliminary feasibility study in terms of N{183. This report
presents the results of thatwprk t oget her with Miconbds anal ysi
conclusions with respect to project viability, and its recommendations regarding project
development.

All currency amounts are stated in US doll@y$D) or Mexican pesoéVIXN), as specified,

with costs and commodity prices typically expressed in US dolfarantities are generally

stated in metric units, the standard Canadian and international practice, including metric tons
(tonnes, t) and kilograms (kg) for weight, kilometres (km) or metres (m) for distance,
hectares (ha) for area, grams (g) and graemsyetric tonne (g/t) for gold and silver grades

(g/t Au, g/t Ag). Wherever applicable, imperial units have been converted to Systeme

Il nternati onal doUni t ®s ( SPreriousumetalt gsade$ may be e p or
expressed in parts per milliopgm) or parts per billion (ppb) and their quantities may also

be reported in troy ounces (ounces, 0z), a common practice in the mining industtyof
abbreviations useiah this reportis provided above
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The qualified persons responsible for the prafan of thisreport are MrWilliam J. Lewis,
P.Geo, Mr. Michael G. Hester, FAusIMMMr. R. James Leader, P.Eng., N&n R. Ward,
P.Eng., and MrChristopher A. Jacobs, CEng MIMMM.

Mr. Lewis, a Senior Geologist with Micors responsible for the indepdent summary and

review of the 2006 exploration on the San Francisco project and the comments on the
propriety of Ti mminsd 2006 exploration dril
next phase of exploratioMr. Lewis is also the authar coauhor of previous NI 43101

Technical Reposton the project(Lewis, 2005, and Lewis and Hester, 200Mly.Lewis
conductedh visit, his secondto the San Francisqaropertyon September 10, 2006, with the
assistance of Miguel Angel SoyoBedolla, Chief Oprating Officerof Timminsand Daniel

Maya, a propertygeologistat the San Francisco min€he purpose of the site visit was to

review both the progress of the drilling program and the Quality Assurance/Quality Control
(QA/QC) program instituted by Timmsn

Mr. Hester, a Vice President and Principal Mining Engineer with ,IM@esponsible for the
independent update/development of the block model and the resource estimate for the San
Francisco projectMr. Hester conducted his most recent site visit topgtoperty on February

14, 2007.The main purpose of the visit was to examine the condition of the San Francisco
and La Chicharra pits, and also the condition of the San Francisco waste witipsyill

be expanded if the operation is-g&arted.Mr. Heste is ccauthor with Mr Lewis of a
previous NI43-101 Technical Repodn the property (Lewis and Hester, 2007).

A multi-disciplinary team from Micon comprising MrLeader,Senior Mining Engineer,

Mr. Victor Bryant IEng, AIMMM , Vice President and Senibtetallurgist,Ms. Jenifer Hill,
R.P.Bio.,Environmental Scientisgnd Mr. JacobsSenior Consultant mineral economist and
project manager, visited the site during the pefegptember 228, 2007 Mr.Leader has
reviewed the mine planning and productiohestuling carried out by Timmins, and also the
terms of the proposed mining contract and related cost estiméite3acobs reviewed the
capital and operating cost estimates for the project and compiled the discounted cash flow
analysis and sensitivity stig$ used to evaluate project economics. Mcobs also
supervised the work of Ms. Hill, and has taken responsibility for that work.

Mr. lan R.Ward, P.Eng, President of Micon, has reviewed and taken responsibility for the
work of Mr. Bryant, who undertok the site visit and has compiled descriptions of the
metallurgical testwork and the crushing, heap leaching and adsorption/desceptioary
(ADR) processes.

The review of the San Francisco project was based on published material researched by
Micon, as well as data, professional opinions and unpublished material submitted by the
professional staff of Timmins or its consultankuch of these data came from reports
prepared and provided by Timmin®C based its block model on the drilling database and

the block model for the deposit provided by Timmins.
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3.0 RELIANCE ON OTHER EX PERTS

Micon hasreviewed and analyzed data provided by Timmins, its consultants and the previous
operator of the project, and has drawn its own conclusions therefrom, augmenteditgcit

field examinationMicon has not carried out any independent exploration work, drilled any
holes or carried out an extensive program of sampling and assaying on the property.
However, previous sampling (Lewis, 2006) was conducted to independab#iantiate the
mineralization at the San Francisco project and further samples were not obtained during the
2006and 200%ite visit.

To complete the resource estimate on the San Francisco project IMC was provided with both

the drilling database andbdock model for the deposit by TimminEhe exact source of the

block model is uncertaibut it could be the model IMC developed as part of its work for
Geomaque in 199 However there has been a substantial amount of new drilling conducted

by both Geomage and Timmins since the 1997 model was devel@metithis material as

wel | as an wupdate of the topographic surfa
activity in 2002 vasadded to the model

While exercising all reasonable diligence in checkingifioming and testing it, Micon has
relied wupon Timminsd presentation of the pt
operator, in formulating its opinion with respect to the San Francisco property.

The English translatiafor the various agreemenisder whichTMM and its whollyowned
Mexican subsidiaryTimmins hold title to the mineral concessions for this project have been
reviewed by MiconMicon, however, offers no legal opinion as to the validity of the mineral
title claimed.A description ofthe property, and ownership thereof, is provided for general
information purposes onlyA legal opinion regarding the mineral concessions has been
provided to Micon by Timmins and Micon has relied on this expert opinion as Timmins
validation regarding tié to the mineral concessions. The legal opinion regarding the mineral
title was undertaken by Roberto Herrera Pifeomining lawyer and master in corporate Jlaw
located in Hermosillo, Mexico. The legal opinion regarding the mineral concessions was
datedApril 26, 2007.

Micon has relied upon a legal opinion dated April 25, 2007 and prepared by Francisco
Manuel Cordova Celaya, Dr. En Derecho regarding the transfer &athé-rancisco project

to Molimentales and Timmins. The legal opinion was conducteaaacuted in Hermosillo,
Mexico.

The existing environmental conditions, liabilities and remediation have been described where

required by NI 43101 regulations. However, it should be noted that these statements are
provided for information purposes onlgcaMicon offers no opinion in this regard.

-26-



mineral
industry
consultants

micon

INTERNATIONAL LIMITED

The description of geology, mineralization, exploration and mineral resource estimation
methodology used in this report are taken from reports prepared by various companies or
their contracted consultants, as las from various government and academic publications.
The conclusions of this report rely part on data available in published and unpublished
reports supplied by the companies which have conducted the exploration on the property, and
information supped by Timmins.The information provided to Timmins was supplied by
reputable companies and Micon has no reason to doubt its validity.

Micon and IMC are pleased to acknowledge the helpful cooperation of Timmins
management and consulting field staff, afl whom made any and all data requested
available and responded openly and helpfully to all questions, queries and requests for
material.
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4.0 PROPERTY DESCRIPTION AND LOCATION

Ti mmi nsd San Fr anci s cnortheent@alpation othe Mexicah stateat e d

of Sonora, which borders on the American state of Arizona, and is approximately 150 km
north of the city of Hermosillo, which is the capital of Sondriae latitude and longitude for

the project site arNe alplplrAc:®hérBiMoecbWinat@stk?2 16 1 3

3,357,802 N, 489,017 E and the datum used was NAD 27 Mek project is located 2
km west of the town ofEstacionLlano (Estacion and is accessed via Mexican State
Highway 15 (Pan American highway) from Hermosillo.

The term SarfFrancisco project refers to the area related to the exploitation concessions
optioned by TMM, while the term San Francisco property refers to the entire land package
(mineral exploitation and exploration concessions) optioned and owned by TWM#.
location of the San Francisco property is shown in Figute

The San Francisc@roject is comprised of two previously mined open pits (San Francisco
and LaChicharra together with heap leach processing facilities and associated infrastructure
located close tthe San Francisco pi&old mineralization occungrincipally as free gold and
occasionally as electrumlrace to small amounts of chalcopyrite, galena, sphalerite,
covellite, bornite, argentitacanthite and pyrrhotite are presenhe exploration progra
carried out by Timmins in 2005 and 2006 focused on exploring the lateral extensions of the
mineralized zones to the northwest and southeast of the San Francisco gitldiganally

the 2006 exploration program focused on exploring potential latetah®gns of the
mineralized zone contained in the La Chicharra pit.

TMM advises that it holds the San Francigcopertythrough its whollyowned Mexican
subsidiary viafourteen miningconcessionsAll the concessions are contiguous and each
varies in sie for a total property area 68,54094 ha All concessions are subject tsam-

annual fee and the filing of reports in May of each year covering the work accomplished on
the property between January and December of the preceding year.

TMM advises thait originally acquired themining concessions covering the San Francisco
projectvia an option agreement between its Mexican subsidiingngins) and Geomaque

de Mexico, S.A. de C.V. (Geomaque de Mexico) on April 18, 200&. option agreement

was subsegntly superseded by an acquisition agreement. In terms of the acquisition
agreement, Timmins had the option to earn a 50% interest in the exploitation concessions by
spending US[2,500,000 on exploration and development over ay®ar period and after
Timmins hal earned its interest, the propertpwd havebeen a held asjoint venture with
Timmins acting as the operator.

In a press release dated March 19, 20DVIM announced that it had entered into an

agreement tincrease from 50% to 100% itgerestin Molimentalesa company specifically
formed to own 100% of the pagtoducing San Francisco mine.
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Figure 4.1
San Francisco Project Location Map
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The purchase price for the nmig concessions and other rights wasDJS million split into

two equal payments with the first payment completed upon the execution of the formal
agreement and the balance due by October 31, 2007, and the issuance of 10 million common
shares ofMM. The shares are subject to a voting trust agreemerd podling agreement

which allows for the release from the pool in equal increments over a three year period. The
vendor has the right to appoint a nominee to the board of directors or advisory committee of
TMM during the term of the pooling agreement. Tugchase pricéor the gold plant and
equipment as well as the other infrastructure was a furth& 8IS million which may be

paid at any time over the next three years without interest.

On October 29, 200MMM announced that it had paid the full amaf USD 2.5 million to
completethe acquisition of the San Francisco mine in a press release.

The Astiazaran family and their private Mexican compaatgined ther ownership of the
existingheap leach pileand waste dumps which wetteusnot part of tle mine acquisition.
Timmins is currently negotiating to acquire #adsting heap leach piles and waste dumps.

The information for the individual exploitation and exploration mineral concessions is listed
in Table 4.1 A map of the mineral concessions the San Franciscoroperty is provided in
Figure4.2.

In 2006,Timminsc oncl uded an access agreement with
Mexi co) <call ed #Tnongnsviab gramtedsadcesw frieilegestto/674 ha, the
use of t hds, agwell abddng abte doaperform all exploration work on the area
covered by the agreemeithe agreement is for a period of 10 years with an option to extend
the access beyond the 10 year perimdconsideration for the ejido granting the access
privileges to a portion of its land, Timmins paid the ejido the sum of USD 30,000.

Other parties control four mineral concessions which are contained within the area of the
mineral concessions owned Bymmins but none of these concessions impact the maim are
of the San Francisco project.

The sem-annual fee, payable to the Mexican government to hold the group of contiguous

exploitation and exploration concessions is USLY95. The sem-annual fees refer to the
payments which are made twice per year taMle@ican government to hold the concessions.
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