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1. SUMMARY

Property Description and Ownership

Cordero is a silver deposit owned by Discovery Silver Corp. (Discovery) that lies in northern Mexico,
in the south of the state of Chihuahua, approximately 600 km from the border with the United States

(Figure 1.1).
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Figure 1.1 Location of the Cordero Project in southern Chihuahua State, Mexico.

In addition to silver, the Cordero deposit has other base and precious metals of economic interest:
lead, zinc, and gold. As shown in Figure 1.2 below, the precious metals account for slightly more than

half of the in-situ value and the base metals account for slightly less than half.

Zn (32%)

PB (15%)

Figure 1.2 Contribution of the metals of economic interest to in-situ value.

The deposit lies in a region that has a long history of silver mining, dating back to the 1600s. In the
hills where the Cordero deposit lies, there are several small silver mines that worked rich silver veins
that reached the surface. In the past two decades, the possibility of a large bulk-mining target at depth
at Cordero was developed and tested through drilling done by Levon. Since 2019, when Discovery
acquired the project in a merger with Levon, drilling has continued, with a focus on high-grade zones
at depth, well below the reach of the small-scale historical mines, but within the reach of a modern

industrial open-pit operation.
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Geology and Mineralization

Regionally, Cordero lies in an area where the sedimentary rocks of the Eastern Basin and Range geo-
logical province of Mexico meet the volcanic rocks of the Sierra Madre Occidental province. Locally,
the rocks on the Cordero property are a mixture of sedimentary rocks and igneous rocks. There are
three major belts of intrusions that cut across the property, all running southwest to northeast, par-
allel to the largest faults in the area, as shown in Figure 1.3.

CLAIM BEOUNDARY

2021 REPORTING /£
PIT SHELL

Figure 1.3 Schematic of the major magmatic belts that cross the Cordero property.

The area that has been the focus of drilling in the past decade, and where the current resources lie, is
a felsic domal feature that makes the distinctive hill in the central band of intrusions. This felsic in-
trusive complex straddles the Cordero Fault and lies between two normal faults that stair-step the
sedimentary and intrusive host rock units down to the southwest (Figure 1.4). To the northeast of
the felsic domal feature, across the Mega Fault, lies the La Ceniza, a series of rhyodacite intrusion with
skarn mineralization where some historical small-scale mining occurred. To the southwest lies Pozo
de Plata, a breccia complex where gold grades run higher. All of the intrusions are associated with
breccias that often host strong mineralization.

The conceptual model for the genesis of mineralization at Cordero is shown in Figure 1.5. Mineralized
fluids sourced from a deep intrusion moved up faults and fractures, percolating out into the sur-
rounding rock. In places, fractures became the host for strongly mineralized veins which altered ad-
jacent rocks, creating moderate to strong mineralization in the wall-rock. Mineralizing fluids were
able to penetrate the host rocks away from open fractures, traveling through thin cracks and through
the fracture-induced permeability of the rhyodacite and the connected porosity of the sedimentary
host rock. The disseminated lower-grade mineralization extends several hundred metres from the
major faults, and often has a disseminate and stockwork-style, with small veinlets crisscrossing to
form an inter-connected network.

In the high-grade zones that are dominated by veins and their associated alteration halos, metal
grades are continuous in directions parallel to steeply-dipping SW-NE faults.
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Figure 1.4 Intrusions and major faults in the area where mineral resources have been estimated.
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Figure 1.5 Conceptual model of genesis of mineralization in map view (adapted from [1]).

The precious and base metal mineralization is strongly associated with sulphide minerals: pyrite,
galena, sphalerite, and chalcopyrite. Weathering has created a near-surface oxide layer, up to 40m
thick in places, where sulphide minerals are generally absent, and where the precious metals, Ag and
Au, have higher grades.

Cordero has characteristics of several different deposit types. Much of it is similar to an extensional
(E-type) intermediate sulphidation epithermal system on the shoulder of a buried porphyry
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molybdenum deposit that formed in a subduction-related rift setting. Parts of Cordero resemble the
carbonate-hosted Pb-Zn (Ag, Cu, Au) deposits further north in Chihuahua State. In the northeast of
the resource modeling area, Cordero is dominated by skarn styles which occur in carbonate-hosted
Pb-Zn (Ag, Cu, Au) deposit types in which grades were enhanced immediately adjacent to the under-
lying La Ceniza Intrusive Complex as well as in the adjoining intrusive complex to the southwest.

Status of Exploration

Exploration for a deep bulk-mining target at Cordero began with the work of Valley High Ventures
Ltd with mapping and rock sampling at the surface, gridded soil sampling, trenching, inspection of
accessible underground workings, and relogging of existing drill core from the previous owner, In-
dustrias Pefioles.

Starting in 2009, Levon continued surface reconnaissance and began drilling, and commissioned sev-
eral air and ground-based geophysical surveys: gravity, induced polarization, magnetic, electro-mag-
netic, magneto-telluric, and radiometric. Most of Levon’s exploration work focused on the central belt
which hosts the principal target of the current resource estimates, the Cordero intrusive complex.
During the decade of their ownership of the project, Levon drilled a total of 292 diamond drill holes
with a combined total length of 133,620 m.

Since it acquired the project in 2019, Discovery has extended surface reconnaissance to cover other
exploration targets identified by geophysics along the same central trend of intrusions that have hy-
drothermally altered rocks above them: Molino do Viento and Dos Mil Diez to the southwest of the
main Cordero target, and Sanson to the northeast. By July 2021, Discovery had drilled an additional
225 diamond drill holes with a combined total length of 97,522 m. Surface reconnaissance and ex-
ploration ahead of drill targeting continue.

Project Development

Discovery has consolidated the metallurgical test work performed by Levon, and in 2021 commis-
sioned a new round of metallurgical studies to address the fact that the sulphide and oxide minerali-
zation at Cordero are amenable to different process flowsheets: flotation for the sulphides and heap
leaching for the oxides.

Discovery has also formulated its own strategy for developing a mine at Cordero, one that envisions
a phased approach: a first phase that focuses on high-grade zones, followed by a second phase that
expands into adjacent zones where the grades are generally lower, but still moderate to high. A Pre-
liminary Economic Assessment (PEA) of this strategy began in the summer of 2021, once the new
metallurgical studies had been done.

The project has operated under an Environmental Protection Plan filed with the government that
describes the reclamation procedures that will be required when exploration activities are com-
pleted. Environmental and social baseline studies have been completed for the project, and a study
of surface and ground-water is currently underway.

Mineral Resource and Mineral Reserve Estimates

The new resource estimate for Cordero incorporates geological and structural domains based on lith-
ological and structural controls that are better understood through recent drilling.
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Ordinary kriging was used to interpolate Ag, Pb, Zn and Au grades into blocks and sub-blocks, using
variogram models based on pairwise relative experimental variograms for the analysis of spatial con-
tinuity.

Resource classification was based on block-by-block metrics that relate to the proximity of nearby
data. An optimized pit shell further constrains the reported mineral resource to fulfil the requirement
for “reasonable prospects for eventual economic extraction”.

The mineral resource is split into sulphide and oxide portions. Since silver, lead, zinc, and gold all
contribute to revenue, a net-smelter-return (NSR) is calculated as the net revenue from metal sales
(taking into account metallurgical recoveries and payabilities) minus treatment costs and refining
charges. Different NSR cutoffs are used for the sulphide and oxide mineralization since different pro-
cessing options, with different costs, are appropriate for each type of mineralization.

Sulphide mineralization is categorized as all mineralization that is located beneath the oxide/transi-
tion boundary; it extends to depths of more than 800 m below surface. The $7.25/t NSR reporting
cutoff used for sulphide mineralization is based on the estimated processing and G&A cost for stand-
ard flotation processing of this material.

Table 1.1 Sulphide mineral resources for the Cordero Project, with an effective date of October 20, 2021, above
an NSR cutoff of $7.25/t and within a reporting pit shell.

GRADE CONTAINED METAL
TONNAGE Ag Au Pb Zn AgEq Ag Au Pb Zn AgEq
CLASS (Mt) (9/9 9/ (%) (%) (9/1 (Moz)  (Koz) (MIb)  (MIb)  (Moz)
Measured 128 22 0.08 031 0.52 52 89 328 881 1,470 212
Indicated 413 19 0.05 0.28 0.51 47 255 707 2,543 4,663 625
Meas. & Ind. 541 20 0.06 0.29 0.51 48 344 1,035 3,424 6,132 837
Inferred 108 14 0.03 0.19 0.38 34 49 99 451 909 119

Notes:

e  AgEq for Sulphide Mineral Resources is calculated as Ag + (Aux 16.07) + (Pb x 32.55) + (Zn x 35.10); these factors
are based on commodity prices of Ag - $24.00/0z, Au - $1,800/0z, Pb - $1.10/1lb, Zn - $1.20/1b and assumed
recoveries of Ag - 84%, Au - 18%, Pb - 87% and Zn - 88%.

e The tabulated grades and metal contents are in situ estimates, and do not include factors such as external dilution,
mining losses and process recovery losses. As such, these are mineral resources, not mineral reserves, and do not
have demonstrated economic and technical viability

. Discovery is not aware of any environmental, permitting, legal, title, taxation, socio-economic, marketing, or po-
litical factors that might materially affect the development of these mineral resource estimates.

e  The tabulated numbers have been rounded to reflect the level of precision appropriate for the estimates, and may
appear to sum incorrectly due to rounding.

Oxide mineralization lies above the oxide/transition boundary, where the material is weathered (ox-
ide) or partially weathered (transition). The depth of the oxide zone varies across the deposit from
approximately 20 m in the Pozo de Plata zone to depths of 100m along some fault zones in areas of
the South Corridor and in the far northeast of the deposit. The $4.78/t NSR reporting cutoff used for
oxide mineralization is based on the estimated processing and G&A cost for heap leaching this mate-
rial. Since heap leaching will not recover lead and zinc, these are not reported for the oxide mineral
resources.
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Table 1.2 Oxide mineral resources for the Cordero Project, with an effective date of October 20, 2021, above an
NSR cutoff of $4.78/t and within a reporting pit shell.

GRADE CONTAINED METAL
TONNAGE Ag Au AgEq Ag Au AgEq %OXIDE /
CLASS (Mt) (g/t) (9/t) (9/t) (Moz) (Koz) (Moz) %TRANSITION
Measured 23 20 0.06 25 15 43 19 92% / 8%
Indicated 75 19 0.05 23 45 125 56 87% / 13%
Meas. & Ind. 98 19 0.05 23 60 168 74 88% [ 12%
Inferred 35 16 0.04 20 18 44 22 63% [/ 37%

Notes:

e  AgEq for oxide/transition mineral resources is calculated as Ag + (Au x 87.5); this factor is based on commodity
prices of Ag - $24.00/0z and Au - $1,800/0z and assumed heap leach recoveries of Ag - 60% and Au - 70%.

e  The tabulated grades and metal contents are in situ estimates, and do not include factors such as external dilution,
mining losses and process recovery losses. As such, these are mineral resources, not mineral reserves, and do not
have demonstrated economic and technical viability.

e Discovery is not aware of any environmental, permitting, legal, title, taxation, socio-economic, marketing, or po-
litical factors that might materially affect the development of these mineral resource estimates.

e  The tabulated numbers have been rounded to reflect the level of precision appropriate for the estimates and may
appear to sum incorrectly due to rounding.

Conclusions and Recommendations

With the new current resource estimate presented in this report, the Cordero Project is one of the
largest undeveloped silver resources, both within Mexico and globally, and warrants advancement
to the next milestone study, the Preliminary Economic Assessment.

Although there are many different styles of mineralization in the area covered by resource modeling,
these are well understood through drilling, logging, and 3D geological modeling. The resource esti-
mates are well constrained by geological domains and by directions of maximum continuity that re-
flect the dominant control: the major SW-NE Cordero and parallel faults.

With the in-fill drilling done by Discovery since 2019, most of the mineral resource can now be clas-
sified as Measured and Indicated, with a reasonable expectation that much of the Inferred resource
could eventually be drilled at a similar density and be classified in a higher confidence category in
future resource updates. The mineral resources do not yet include mineralization on many of the
other well-mineralized targets that lie adjacent to the current resources in the same belt of intru-
sions, and that lie elsewhere on the Cordero mineral concessions.

The principal recommendations from this report are:

Exploration and drilling

1) Do definition drilling to the northeast of the current resource area, using both in-fill and step-
out holes.
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2) Drilling the most promising of the exploration targets outside the footprint of the current
resource block model.

3) Do 3D induced polarization geophysical surveys over Porfido Norte and the La Perla target
in the south.

4) Do a property-wide radiometric survey so that areas not covered by the 2010 radiometric
survey can take advantage of the strong correlation between potassium anomalies and
favourable mineralization.

Metallurgical characterization

5) Conduct additional comminution tests to further expansion of the comminution data base is
recommended for development of a robust comminution model and grinding circuit design.
This will improve future analysis of power requirements and equipment selection.

6) Optimization of concentrate regrind sizing is required. Only limited testwork was been
conducted to date and specific energy consumption testwork was not included.

7) Further investigation between the impact of depressant dosages and silver recovery to the
lead-silver concentrate is recommended. Operating at lower depressant dosages would likely
lead to higher silver recovery to the lead-silver concentrate where payment terms are more
favourable.

8) Ore sorting and/or Dense Media Separation testwork should be further undertaken to
determine the response of the low-grade stockpile material to preconcentration.

9) Further expansion of the variability flotation data base is recommended and testwork on
higher grade production composites is required to allow for the development of robust head
grade vs. recovery models.

10)No dewatering testwork (dynamic thickener tests and concentrate filtration) has been
conducted to date and is recommend as part of the studies for the PFS.

11) Additional column leach testing is required to provide more robust recovery data for the
oxide/transition zones of mineralisation. Samples should include the anticipated average
oxide silver and gold grades and samples near the cutoff grade and the maximum annual
grades. Testing should further address the impact of crush size on recovery.

12) The use of 4 kg testwork charges for flotation testwork should be considered as standard
going forward, especially for the low head grade samples.

Mineral resources

13) Future resource updates should continue to explore the use of geological logging information
to assist with the separation of the structural domains into their high-grade and low-grade
sub-domains.

14) The impact of the low bias in Pb and Zn assays done with an aqua regia digest in 2013 and
2014 should be assessed so that it can be quantified. It is likely that the impact is very small;
but as the project approaches feasibility studies, it would be useful to know the impact of this.

15) Two small crosses of closely spaced drill holes, at approximately 10 m spacing, should be
drilled in one of the high-grade zones and one of the low-grade zones to improve the
understanding of short-scale continuity. This will assist the analysis and interpretation of
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spatial continuity for future resource estimation studies and will provide useful information
for planning a grade control system.

16) In-fill drilling should continue, both in areas of current Inferred resources where confidence
could be improved to Indicated, and in areas of current Indicated resources where confidence
could be improved to Measured. By the time the project reaches its Preliminary Feasibility
Study, it is prudent to have the majority of the mineral resources in the pay-back period
drilled to the level of Measured confidence.

The QPs have estimated that the total cost of implementing all of these recommendations will be
slightly less than US$ 11,000,000, including a 15% contingency. Section 26 of this report provides a
detailed breakdown of the costs of the recommendations in different areas.
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2. INTRODUCTION

Issuer

This report on the Cordero Project is prepared for the project’s owner, Discovery Silver Corp. (Dis-
covery), which trades on the TSX Venture Exchange under the symbol DSV.

Terms of Reference and Purpose

When it acquired the Cordero Project from Levon in 2019, Discovery’s development strategy has
been to develop a phased approach to mining, beginning with a low CapEx operation that focuses on
the high-grade zones and that is able to expand into zones with lower grades in later years. In 2021,
it completed metallurgical testwork that supports the study of process options that are being opti-
mized for the separate processing of oxide and sulphide material.

The purpose of this Technical Report is to present the updated mineral resource estimate (MRE) that
will be used in the upcoming PEA studies of the phased approach.

Sources of Information and Data

The sources of information for the new MRE are:
e data and documents provided by Levon
e data acquired by Discovery from its in-fill drilling programs through the end of July 2021

e anew 3D geological model developed by Discovery based on its improved understanding of
the geological controls

Approximately 59% of the data in the project’s drill hole data base was acquired by Levon; the re-
maining 41% was acquired by Discovery, with a focus on improving confidence in the high-grade
zones. The new geological model incorporates structural and lithological controls identified by Dis-
covery geologists, and enables resource estimation to separate high-grade zones from zones domi-
nated by disseminated and stockwork mineralization that is lower in grade.

Personal Inspections

Of the three Qualified Persons who take responsibility for this Technical Report, the only one who
has visited the Cordero Project site is Nadia M. Caira, the QP for geology, drilling, QA/QC and data
verification. As a consulting geologist to the project, she has made several visits to Cordero since
2019, the most recent of which was in October and November of 2021; the details of the work done

during this visit to the Cordero site are presented on pages 94-96 in Section 12 of this report.
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3. RELIANCE ON OTHER EXPERTS

In Section 4 of this report, the authors rely on information contained in a letter from DBR Abogados
[2] provided by Discovery Silver Corp. on the legal status of the mineral concessions. This letter de-
scribes due diligence work done at the General Bureau of Mines and at the Mining Public Registry
within the Ministry of Economy to confirm that Minera Titan, S.A. de C.V. is the legal and beneficial
holder of the rights derived from the concessions listed in Section 4 and Appendix A of this report.
The information in this letter has not been independently verified by the authors.

Section 4 of this report summarizes agreements with landowners that secure surface access rights to
the areas of the Cordero property where exploration activities occur. This information, which was
provided by Discovery Silver Corp., has not been independently verified by the authors.
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4. PROPERTY LOCATION AND DESCRIPTION

Property Location

The Cordero Property is situated in northern Mexico, in the southern part of the state of Chihuahua,
approximately 35 km north of the town of Parral (Figure 4.1). The property is centered at 27" 16.62’
N latitude and -105°36.21’ W longitude.
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Figure 4.1 Location of the Cordero Property in Chihuahua State, Mexico.

Mineral Tenure and Permits

In Mexico, all mineral deposits are regarded as a national resource that belongs to the federal
government. The use and exploitation of such national resources by private parties is only permitted
under concessions granted by the federal government.

There is no distinction in Mexico between exploration and exploitation mining concessions. The
Mining Law provides for mining concessions that allow the title holder to perform:

e Exploration works on the ground for the purpose of identifying mineral deposits and quanti-
fying and evaluating economically usable reserves.

e Works to prepare and develop the area containing the mineral deposits.

e Exploitation works to remove and extract mineral products from mineral deposits.
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Mining concessions are granted for a term of 50 years from the date of their registration in the Public
Registry of Mining and can be renewed for another 50 years if the title holder request the extension
within five years before the expiration date.

The fees owed to the federal government are updated annually under Article 59 of the Mining Regu-
lations, and include a fixed fee according to the area covered by the concession and additional fees
for each hectare, which rise over the course of the concession. Currently, the annual concession fee
per hectare (or any hectare fraction) during exploration is:

e US$ 0.40 in the first and second year of validity;
e US$ 0.53 in the third and fourth year of validity;
e US$ 1.24 in the fifth and sixth year of validity;
e US$ 2.49 in the seventh and eighth year of validity;
e US$ 4.97 in the ninth and tenth year of validity; and
e US$ 8.75 from the tenth year onward.
In addition to paying the annual mining concession fees, the title holder is required to:

o Commence exploration or exploitation activities within 90 days of the concession being rec-
orded with the Public Registry of Mining.

e Spend more than the annual fees on exploration, development or production.
e Comply with technical safety and environmental standards.

e Allow inspection visits from the Ministry of Economy, and provide them with statistical, tech-
nical and accounting reports in accordance with the Mining Regulations and the Mining Law.

e Provide the Mexican Geological Service with semi-annual reports of the works carried out
and, once in production, with information on mineral production from the concessions.

During exploration, water permits are required, and the title holder must adhere to an environmental
protection plan filed with the government.

All permits necessary for drilling and surface exploration activities at Cordero have been received
and are in good standing.

Mining concessions do not confer direct surface property rights. Title holders are obliged to negotiate
with the landowners for access rights and for any surface work they need to do, such as building
roads or constructing a camp.

Mineral Concessions

The Cordero Property consists of the 26 titled mining concessions totaling 34,909 contiguous hec-
tares owned by Minera Titan S.V. de C.V. Mexico (Titan), a wholly owned Mexican subsidiary of Dis-
covery Silver Corp. These are tabulated in Table 4.1 and shown in Figure 4.2 and Figure 4.3. Compet-
itors own one small claim that is situated outside the southern fringes of the La Perla prospect along
the south margin of the property (the small grey rectangle shown on Figure 4.2). A detailed list of
Minera Titan S.A. de C.V. mining concessions with expiry dates can be found in Appendix A at the back
of this report.
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Table 4.1 Mineral concessions owned by Titan.

AREA
CONCESSION NAME TITLE CLAIM NUMBER (ha)

TOTAL: 34,908.83
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Access agreements

Surface exploration rights for the Cordero claims are maintained by three separate signed and trans-
ferrable agreements between Titan, two private ranches (Rascon Agreements), and Rancho Cordero
Ejido (Ejido Agreement). The two agreements with the private ranchers cover the central portion of
the claims (Figure 4.4), including the site of the Titan exploration camp including sleeping quarters,
the field office, and several drill core storage buildings. The Ejido Agreement covers the area within
two kilometres southwest and west of the 2021 resource pit (Figure 4.4).

The Cordero access agreements and payment schedules are summarized in Table 4.2.
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Figure 4.2 Cordero mining concessions and surface exploration rights.
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Landowner

Ejido Rancho
Cordero

Rancho San
Julian/Jose
Alberto Rico
Urbina

Fernando Rascon
Chavez. (Rancho
San Juan)

Fernando Rascén
(Lease of the core
storage and field
office-
warehouse)

Enrique Prieto
Rancho Santa
Teresa
Temporary
occupancy

Arturo Alvidrez

Grado (Rancho

San Geronimo)
Temporary
occupancy

Jesus Francisco
Alvidrez (Rancho
San Geronimo)
Temporary
occupancy

Jorge Luis
Valles
Maldonado
(San Julian
Ranch & San
Luis Ranch)
Temporary
occupancy

Table 4.2 Surface access agreements with local landowners.

Company Signature Date

Coro Minera

de Mexico, October 25, 2010.
S.A.de C.V.

Minera Titan, S.A. 2021 extension
de C.V. signed
(Titan)

Renewed on
January 2, 2014.
Titan
2021 extension
signed
Titan April 24,2012
October 1, 2014.
Titan 2021 extension
signed
Titdn October 2020
Titan April 2020
Titan April 2020
Titan August 2021
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Expiration Date

December 31,
2021

January 31, 2022

The time
required to carry
out mining
exploration work

December 31,
2021

October 2030

April 2031

April 2031

August 2031

17

Payment
Schedule

Monthly, payable
bi-monthly

Annually, paid in
12 equal monthly
payments

(No payment for
access)

Monthly

Monthly

Monthly

Monthly

Monthly

Notes

When drilling, Titan pays a
flat fee for each drill hole. In
the case that roads are
required, the fee doubles.

When drilling, Titan pays a
flat fee for each drill hole. In
the case that roads are
required, the fee doubles.

Letter agreement.
When drilling, Titan pays a
flat fee for each drill hole. In

the case that roads are
required, the fee doubles.

Monthly fee for core storage
and field office facilities
renewal. The fee is adjusted
according to the Consumer
Price Index.

Molino de Viento Target.
When drilling, Titan pays a
flat fee for each drill hole. In

the case that roads are
required, the fee doubles.

La Perla Target.
When drilling, Titan pays a
flat fee for each drill hole. In

the case that roads are
required, the fee doubles.

La Perla Target
When drilling, Titan pays a
flat fee for each drill hole. In

the case that roads are
required, the fee doubles.

Porfido Norte Target
(San Luis Ranch) and
Exploration Targets south
of Cordero area
(San Julian Ranch).
When drilling, Titan pays a
flat fee for each drill hole. In
the case that roads are
required, the fee doubles.

- silver



Royalties

For the San Pedro concession there is an agreement (the “Cordilleras Contract” in Figure 4.5) be-
tween Cordilleras and Titan. which requires Titan to pay Cordilleras a 2% NSR Royalty. Titan can
assign the obligation of payment of the royalty to a third party by written notice sent to Cordilleras.
In the event that Cordilleras decides to sell its right to receive the royalty, Titan will have the right of

first refusal on the same terms and conditions that Cordilleras offered to a third party.

For the Josefina, Berta, La Unidad 11, and La Unidad claims there is an agreement (the “Eloy Contract”
in Figure 4.5) between Titdn and two Concessionaires: Mr. Eloy Herrera Martinez and Cleotilde de la
Rosa Rios which requires Titan to pay a 1% NSR Royalty to the Concessionaires. In the event that the
Concessionaires decide to sell their right to receive the royalty, Titan will have the right of first refusal

on the same terms and conditions that the Concessionaires offered to a third party.
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Figure 4.5 Concessions covered by NSR royalty agreements, along with the 2021 pit outline.
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Environmental Liabilities, Factors and Risks Affecting Ability to Perform Work

The QP is not aware of any environmental liabilities to which the property is subject, and is not
aware of any significant factors or risks that might affect access, title or the right or ability to per-

form work on the property.
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5. ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE &
PHYSIOGRAPHY

Accessibility

Access to Cordero by vehicle is 30 km southwest from Chihuahua City along State Highway 16 to the
Parral turn off to State Highway 24, and then 150 km south on Highway 24. The secondary property
access road leaves Highway 24 at the 150 km road marker, heading east for 10 km through a series
of private ranches and Ejido Cordero to the Cordero Project field offices. Total travel time is approx-
imately 2.5 hours from Chihuahua City to the project site.
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Figure 5.1 Access to the Cordero Project.
Climate

The project lies in a semi-arid climatic zone of northeastern Mexico, where the average temperature
ranges from 1°C to 21°C in January and from 18°C to 35°C in June. The average annual rainfall of
approximately 20 centimetres falls mostly in July, August, and September. Exploration and related
work can be carried out throughout the year, with the occasional requirement for four-wheel-drive
vehicles during the wetter periods of the rainy season.
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Local Resources

Chihuahua City is located 2.5 hours north of Cordero by road and is the closest major city center with
a population of just over 1,000,000 inhabitants and with an international airport. The city of Torreén
is located 5 hours southeast in the state of Coahuila, with an international airport and smelting facil-
ities. A private 2,700 m airstrip suitable for jet traffic lies 25 km southeast of Cordero at Allende along
the Parral-Jiménez Highway (Figure 5.1).

Infrastructure

The nearest logistical support centre is Hidalgo del Parral (Parral), where the project keeps a local
support office. Parral is host to approximately 120,000 inhabitants and is one of Mexico’s oldest
mining towns. Mining in Parral started in 1640 and has a long mining history with the head frame of
the Pico Prieto Mine and mine infrastructure still present within the town limits (Photo 5.1). Several
mines are still in operation around Parral within the nearby towns of Santa Barbara, and San Fran-
cisco del Oro, where Industrial Minera Mexico, S.A. de C.V (Santa Barbara Mine) and San Francisco
Mines of Mexico Ltd. (Frisco Mine) respectively, are still operational (Figure 5.2).

Photo 5.1 Pico Prieto headframe, Parral.
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Figure 5.2 Producing mines, exploration projects and mining infrastructure near Parral.

The southern part of the Cordero project is crossed by a two-tower hydroelectric transmission line
that comes within 6 km of the 2021 resource area. The power for this transmission line is generated
in a hydroelectric plant 20 km to the north of the project. In 2010, the State of Chihuahua constructed
another power line east of Highway 24 that cuts across the southwest corner of the Cordero Property.
The existing transmission line described may not have enough capacity to supply the planned oper-
ation, however additional lines could be built approximately 75 km to the northeast, where the Ca-
margo Il power plant near Santa Rosalia de Camargo is located. Alternative power sources including
design and cost analysis for the project are being pursued.

Physiography

The Cordero Property topography is gently rolling scrub-brush ranch land (Photo 5.2) with eleva-
tions that range from 1,500 to 1,700 m. The dominant vegetation in the area is desert scrub, with
very little grassland. Cattle ranching is the dominant industry in the region.
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Some areas have been cleared to grow alfalfa, sorghum, corn, wheat, or oats, which are irrigated from
water wells that reach the water table at depths of between 60 to 100 m. Walnuts are also grown on
some of the ranches.

Photo 5.2 Cordero's felsic domal features (silicification and jasperoid veining) and surrounding scrub
vegetation.
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6. HISTORY

Historical Mining

Historical records and anecdotal information indicate that the re-
gion around Cordero had supported mining activity since the early
17t century when the Spanish established Real de San José at what
is now the town of Hidalgo de Parral (also called, simply, Parral).
The central plaza of Parral commemorates the discovery of the La
Prieta Mine with a statue of the town'’s founder, holding a mining
hammer in one hand and a nugget of ore in the other.

At Cordero, 35 vertical shafts can still be found along with associ-
ated small prospect pits on outcrops of high-grade silver-lead-zinc
veins. In shafts that remain accessible, small open stopes can be
found at the bottom. There are no known records of production
from these mines; but all accessible production voids are small.

...... | { ~

Photo 6.1 tatue of Juan Rangél de

. e ) Biezma in Hidalgo de Parral.
By the mid-1800s, mining in southern Chihuahua State had become

more organized. The Parral Silver Company, headquartered in New York, maintained detailed rec-
ords of production and sales from the La Prieta and La Palmilla mines in the town of Parral, including
their purchases of ore from smaller operations in the region. The lack of commentary on production
at Cordero, just to the north of Parral, suggests that mining on the higher ground of Cordero remained
small in scale, and unorganized into the late 19t century.

By the start the 20t century, the American Smelting and Refining Company (Asarco) had become the
most significant silver producer in the country and operated small mines on what is now the Cordero
property, including La Luz, La Ceniza, and Josefina where they worked veins and high-grade sulfide
mineralization. At the peak of Asarco’s activity in the 1940s, they built a small six-cell flotation mill
at La Luz the remnants of which still exist. The lack of tailings around the old mill at La Luz, the largest
of Asarco’s mines at Cordero, indicates that it was not operational for any significant length of time.

In 2013, Titdn consolidated claim ownership in the district, bringing unorganized artisanal mining at
Cordero to an end. In the past decade, production from small operations at Cordero has been from
hand-sorted ore that was transported to community mills in nearby Parral.

From the very earliest artisanal mining at Cordero, through to the past decade, a shallow water table
has created difficulties with dewatering, making all of the historical mines at Cordero necessarily
shallow. Although three centuries of mining confirm that Cordero hosts abundant silver, lead, zinc
and gold, historical mines have drawn their production only from some of the near-surface resources.
Deeper mineralization remains untouched by past production.

Recent History Of Mineral Tenure And Exploration

In 2000, Industrias Pefoles completed a review of the region for copper, molybdenum and gold po-
tential, and drilled a few short holes on the Sansdn stock at the northeast end of the main Cordero
Belt, and on the Valle stock, the westernmost of the stocks in the Porfido Norte Belt (Figure 6.1).
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Figure 6.1 Cordero project exploration target areas.

venture agreement with Levon Resources Ltd. (Levon).
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From 2006 to 2009, Valley High Ventures Ltd. (Valley High) owned the claims through their wholly-
owned subsidiary, Coro Minera. Valley High carried out surface exploration work, compiled the pro-
ject’s first comprehensive data base, and organized drill core that had been stored in several different
secure locations. By 2009, Valley High had dropped half of its claim holdings and entered into a joint
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Beginning in 2009, Levon re-staked mineral claims that had been dropped by Valley High and added
adjoining claims. By 2011, Levon had met their vesting requirements for 100% of the property and
bought out Valley High. During the years when Levon had sole ownership of the property, from 2011
until 2019, a significant addition to the package of mineral concessions was the 2013 purchase of the
Aida claim, a small concession in the center of the main resource area that had complicated advancing
the project because it lay inside the region that an open pit operation would want to extract, as shown
earlier in Figure 4.2.

In 2019, Levon merged with Discovery Metals Corp. In April 2021, Discovery Metals Corp. changed
its name to Discovery Silver Corp., which currently has 100% ownership of the mineral rights that
cover all of the land needed for a large open pit that targets Cordero’s bulk of mineralization at depth.

Property Results — Previous Owners

Discovery has not been provided with the drill logs and sample information from the three holes
drilled by Industrias Pefioles. The lack of this information has no effect on the current resource cal-
culations since the Sansdén and Valle stocks lie outside the area where resources are currently being
estimated.

Work carried out by Valley High included geological mapping, rock sampling, gridded soil sampling,
and trenching at the Sanso6n, La Ceniza, and the Cordero Main target areas (Figure 6.1). Historical
data was compiled, including drill core stored in secure buildings being re-packaged, re-logged, re-
sampled, and re-interpreted. Much of the historical drill core was not sampled despite showing many
indicators of Ag-Pb-Zn mineralization: sphalerite and argentiferous galena mineralization in discrete
veins, stockwork and breccias. Valley High's core re-logging recognized the potential for bulk tonnage
targets on the property. A subsequent review of mineralization in the accessible underground work-
ings, however, indicated that mineralization might not extend into the wall rock from the veins that
had been targeted by historical mining.
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Table 6.1. Historic drilling campaigns from 2000 to 2017.

Company Year Drill holes Metres Notes
Industrias Pefioles 2001 3 Unknown Sanson Target
Levon Resources Ltd. 2009 8 2,844 C09-5 (discovery hole)
Levon Resources Ltd. 2010 89 35,857 Main Resource Area
Levon Resources Ltd. 2011 109 57,989 Main area; SW targets
Levon Resources Ltd. 2012 44 17,076 Valle, Perla, Molino de Viento, Main
Levon Resources Ltd. 2013 16 9,529 Main Resource Area
Levon Resources Ltd. 2014 8 4,662 Main Resource Area
Levon Resources Ltd. 2017 18 5,664 Resumed drilling after downturn
TOTALS: 295 133,620

Levon carried out reconnaissance mapping which confirmed the importance of three magmatic hy-
drothermal belts. As a result of this finding, over the next few years Levon carried out several drilling
campaigns in tandem with various airborne surveys as summarized in Table 6.1.

Previous Exploration History

Mining activities at Cordero date back to the early 17th century with vertical shafts, narrow stopes,
and pits as historical evidence. Silver, lead and zinc veins and vein- breccias with variable gold were
exploited during the 1940s and 1950s, and more recently by artisanal miners until 2013 when Titan
organized their departure. The recent production was from direct shipping to community mills in the
town of Parral. Asarco explored Cordero for a short period and built a small flotation facility at the
La Luz mine, the largest active mine in the Cordero area during the 1940s. The La Luz Mining opera-
tions were reported as suspended due to water issues.

Exploration by Industria Pefioles

e During 2000 and 2001, Pefioles completed a review of the region for porphyry copper and
molybdenum potential at the Sansén stock at the northeast end of the Cordero Belt, and at
the westernmost stock near the Porfido Norte, north of Sansén.

o Work by Pefioles included the completion of three drill holes at Sansén. This work’s sample
results, and drill core logs are currently unavailable to Titan.

Exploration by Valley High Ventures Ltd.

e [n 2006, Valley High Ventures Ltd. (Valley High) initiated negotiations with claim and surface
owners in the main Cordero area.

e [n2007,Valley High started surface exploration work at Cordero, through their wholly owned
subsidiary Coro Minera.

e From 2007 to 2009, geologic mapping, rock sampling, gridded soil sampling and trenching
were completed at the Sanson, La Ceniza and the Cordero domal feature target areas. Histor-
ical data was compiled, and drill core stored in secure buildings were re-packaged, re-logged,
sampled, and interpreted. Much of the historical drill core was not sampled despite sphalerite
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and galena mineralization in various forms including, disseminate, vein, stockwork, and brec-
cia. The core logging recognized the potential for bulk tonnage targets on the property, alt-
hough a subsequent review of mineralization in those underground workings that were ac-
cessible gave the impression that mineralization did not continue significantly into the wall
rock on either side of the veins mined.

In 2009, Valley High dropped half of its claim holdings and sought a joint venture partner to
advance the project.

Exploration by the Levon/Valley High Joint Venture

In January 2009, Valley High signed an agreement with Levon, and the ]V started work on the
property on February 4, 2009.

In August 2009, the land that was dropped by Valley High was re-staked by Levon, and any
other adjoining land was acquired by Levon.

In 2009, the initial reconnaissance mapping re-affirmed the importance of the large-scale
magmatic-hydrothermal belts called Porfido Norte and the Cordero Belts.

In 2009, eight drill holes C09-1 through C09-08 totaling 2,843.85 metres were completed.
Holes C09-3, C09-05 (discovery hole), and C09-8 were significantly mineralized.

At the end of 2009 and early 2010, a ground-based gravity survey was completed over the
Pozo de Plata, and Dos Mil Diez targets by McGee Geophysics of Reno, Nevada and the data
was inverted by Rock Geophysics, Reno Nevada, and integrated into the project data.

In October 2009, a second drill program was initiated, and by year-end, a total of 19,680 me-
tres in 52 holes had been completed.

In 2010, the ]V focused exploration work on the central Cordero magmatic-hydrothermal belt
with geological and structural mapping using a 1:12,500 air photo base in conjunction with
soil sampling (Figure 6.2), and rock sampling.

In 2010, S] Geophysics of Vancouver, B.C., completed an initial 3D induced polarization (IP)
survey as well along the main Cordero magmatic-hydrothermal belt. S] Geophysics did not
issue a formal repotrt for the IP survey other than a logistics report; however, the resulting
maps and images were incorporated into future drill hole planning.

In 2010, Aeroquest Geophysics of Mississauga, Ontario (Aeroquest) completed an airborne
electromagnetic survey (Figure 6.3), a magnetic survey (Figure 6.4), and a radiometric survey
over the Cordero Belt.

In 2010, S] Geophysics completed 3D inversions of the Aeroquest magnetometry data over
the Cordero Belt (Figure 6.4). Northeast of the current resource area, the magnetics revealed
strong correlation with the deeper parts of the system, coincident with skarn-hornfels sulfide
mineralization that has a stronger magnetic response. It also inferred a sizeable buried in-
trusive center, which implies a large hydrothermal-magmatic plumbing system and incum-
bent mineralization.

Between January and June 2010, Levon diamond drilled a total of 35,857.02 metres in 89 holes
for an aggregate total of 38,700.87 metres in 97 holes.
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e [n the 2011, Levon diamond drilled 57,989.1 metres in 109 holes for an aggregate total of
96,689.97 metres in 206 drill holes. Compilation of drill hole data up to hole C11-160 was
incorporated into a resource inventory at that time.

e [n 2011, S] Geophysics completed a 3D IP survey covering Molino de Viento (27.9 line-km),
Dos Mil Diez (76.4 line-km), Pozo De Plata, Cordero Intrusive Complex, and La Ceniza Stock
areas where the chargeability shows a strong multi-km long anomaly both within and well
outside the 2021 resource pit (Figure 6.5).

e In March 2011, Levon bought out their joint venture partner Valley High Ventures after meet-
ing their vesting requirements for 100% of their property.
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Exploration by Levon Resources Ltd

In 2012, Levon diamond drilled 44 holes (C12-207 through C12-250) totaling 17,075.7 me-
tres.

In February of 2012, S] Geophysics Ltd. completed a 3D IP survey over La Perla totaling 4,490
north-south line-kms, at 200-metre spaced lines up to 2,300 metres in length.

In 2012, Levon completed a magnetotelluric survey over Molino de Viento however, the data
is currently unavailable to Titan.

In July of 2013, Levon purchased the 15.9-hectare inlying Aida Claim in the center of the re-
source area after a negotiation period of 7 years with the owners.

In 2013, Levon diamond drilled 16 holes (C13-251 through C13-266) totaling 9,528.84 me-
tres.

In 2014, Levon diamond drilled 8 holes (C14-267 through C14-274) totalling 4,661.5 metres
in 8 holes (Figure 6.6).

From 2014 to 2016, an exploration hiatus occurred during a market downturn.

In early 2017, Levon diamond drilled 18 holes (C17-275 through C17-292) totaling 5,664.0
metres bringing the aggregate total to 133,620.01 metres in 292 holes (Figure 6.7).

In April of 2019, Discovery Metals Corp. completed a technical review and property visit at
Cordero, and then on May 30, 2019, announced that an Arrangement Agreement had been
signed with Levon Resources Ltd.

By August 2, 2019, the closing of the agreement with Levon was announced and the two com-
panies merged.

On September 17, 2019, Discovery started drilling on the Cordero project.
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Production History

Evidence of past production at Cordero consists of 35 vertical shafts and approximately 104 mined
out stopes that come to surface. These locations can be readily seen in the aerial photography cover-
ing the property (Figure 6.8). The stopes vary between 1-2 m in width and are characterized by
oxides and sulphides of high-grade Ag-Pg-Zn +/- Au veins and vein breccias, some of which outcrop
on surface. Local workers, and former small-scale underground miners that used to work in these
stopes report most of the production was direct shipping ore, which was hand sorted, shipped, and
processed in Parral.

The historical mines of La Luz, La Ceniza and Josefina show evidence of water pumping efforts and
support the anecdotal knowledge that the Cordero project area has abundant groundwater. Local
workers have reported that most of the vertical workings are excavated to the water table located at
an approximate depth of 50 to 80 metres.

No reliable records of the historical mining have been encountered to date.
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Figure 6.8 Orthophoto showing distribution of surface workings.
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Historic Resource Estimates

2014 Historical Resource Estimate

In April 2017, Levon filed a technical report on SEDAR that described a resource estimate done using
all data available through April 2014 [3]. Although the SEDAR filing post-dates by a few years the
effective date of work done in 2014, this resource estimate complied with the requirements of Na-
tional Instrument 43-101 and can be regarded as a compliant historical resource. Although this re-
source estimate was prepared in accordance with National Instrument 43-101 (NI 43-101), it has
since been superseded, and Discovery no longer relies on this mineral resource estimate.

This 2014 mineral resource was an inverse distance ID¢ model constrained by an open pit shell. A
silver equivalent grade was calculated for each block based on the metal grades, estimate of mill re-
covery for each metal and the metal prices (Table 6.2).

Table 6.2 Parameters used to calculate silver equivalent in 2014 resource estimate.

Metal Mill Recovery (%) Metal Price

Silver 85 $20/0z
Gold 18 $1,250/0z
Zinc 81 $0.94/1b
Lead 80 $0.95/1b

Using a reporting cut off of 15g/t AgEq a summary of the 2014 resource estimate is shown in Table
6.3:

Table 6.3 Summary of 2014 resource estimate.

GRADE CONTAINED METAL
TONNAGE Ag Au Pb Zn AgEq Ag Au Pb Zn
CLASS My 9/v (9/9 (%) (%) (9/9) (Moz)  (Koz)  (Mlb)  (MIb)
Indicated 848 18 0.05 0.25 048 41 448 1,366 4,742 8,953
Inferred 92 15 0.03 0.20 0.33 31 44 85 397 663

2018 Historical Resource Estimate

In 2018, Levon produced a PEA report with an effective date of March 1, 2018 that was prepared in
accordance with NI 43-101, and that outlined a resource and an economic evaluation for the Cordero
Project.

The 2018 mineral resource estimate was based on 263 drill holes making up 126,235 metres of drill-
ing completed by the end of 2017. The mineral resource was estimated utilizing an inverse distance
methodology and contemplated an open pit geometry based on a standard flotation mill with sepa-
rate zinc and lead circuits, mill recoveries, operating costs for processing, G&A and mining. A silver
equivalent grade was calculated for each block based on the metal grades, estimate of mill recovery
for each metal and the metal prices shown in Table 6.4 below:
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Table 6.4 Parameters used to calculate silver equivalent in 2018 resource estimate.

Metal Mill Recovery (%) Metal Price

Silver 88.6 $17.14/0z
Gold 40 $1,262/0z
Zinc 72 $1.11/Ib
Lead 84 $0.96/1b

Using a reporting cut off of 15g/t AgEq, the summary of resource estimate is shown in Table 6.5:

Table 6.5 Summary of 2018 resource estimate.

GRADE CONTAINED METAL
TONNAGE Ag Au Pb Zn AgEq Ag Au Pb Zn
CLASS mt) /9 (/9 (%) (%) (9/Y (Moz)  (Koz) (Mib)  (Mib)
Indicated 990 13 0.04 017 037 32 408 1,273 3,775 8,030
Inferred 282 21 0.04 0.30 0.75 56 187 363 1,860 4,665
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7. GEOLOGICAL SETTING AND MINERALIZATION

Regional Geology

The Cordero Project lies at the transition between the Sierra Madre Occidental, a high plateau that is
predominantly silicic igneous rock, and the eastern part of Mexico’s Basin and Range, a geologic prov-
ince that consists predominantly of sedimentary rocks (Figure 7.1).
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NORTH AMERICA
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PACIFIC
L 500 km ’
120 = e
P

Figure 7.1 Geologic provinces of Mexico (adapted from [4] and [5]).

The Sierra Madre Occidental is the result of multiple Cretaceous - Cenozoic magmatic and tectonic
episodes related to subduction of the Farallon Plate beneath North America [6].

The Mexican Orogeny involved two mountain-building events known as the Sevier and Laramide
Orogenies, that began approximately 80-90 million years ago, during the late Cretaceous, and ended
approximately 40-50 million years ago during the Eocene.

The Mexican Basin and Range is the southern continuation of the large geologic province that goes
by the same name in the western United States and covers much of western North America. The final
stages of the orogeny were marked by block faulting that is the result of an extension and thinning of
the crust beginning approximately 30-40 million years ago during the Eocene. The sedimentary rocks
of the Basin and Range also show strike-slip and thrust style of faulting characteristic of the older
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compressional environment that marked the mountain building events. Both types of faults, the
younger dip-slip faults, and the older strike-slip faults, play an important role as pathways for min-
eralized fluids that originate in deep intrusions and are driven upwards by the heat and pressure
from the emplacement of magma at depth.

The marine sedimentary rocks of Mexico’s eastern Basin and Range Province include carbonates,
siltstones and sandstones that formed in an inland sea referred to as the Western Interior Seaway
which extended from the Gulf of Mexico, through Mexico up to the United States and Canada. Younger
sediments were shed continuously into the growing sedimentary basin as it was pulled apart in a
northeast-southwest direction.

Mexican Silver Belt

The Cordero Project lies within the Mexican Silver Belt (MSB), the largest silver province in the world,
defined by a 1,500 km belt that extends from the states of Sonora and Chihuahua in the north to
Oaxaca in the south. The MSB is host to several world-class mineral deposits, including Santa Eulalia,
Naica, Santa Barbara, Sombrerete, La Colorada, San Martin, Fresnillo, Guanajuato, and Taxco (Figure
7.2).
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Figure 7.2 The Cretaceous Mezcalera Formation (hatched) with major mineral deposits along the Mexican Silver
Belt (adapted from [7] and [8]).

Local Geology

The Cordero project area has limited outcrop up to approximately 20%, with a subdued topographic
surface that averages approximately 1,550 metres above sea level. Resistant Tertiary-age silicic
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volcanic/subvolcanic rocks pierce the horizontal landscape comprised of recessive and easily eroded
marine sediments.

The Cordero property is a shallow level magmatic system in an isolated sedimentary basin comprised
of a series of compositionally similar, interconnected hypabyssal bodies. Emplacement-related tex-
tures have provided favourable permeability loci for mineralization, including a variety of intrusion-
related structures.

The Cordero magmatic-hydrothermal system and emplacement-related structures have had a com-
plex history while developing its shape into a disc-shaped laccolith with a deep keel, and a series of
parallel interconnected sills and dikes, with magmatic flow-related structures (flow-foliation/flow-
banding), contact-related structures (bimictic breccia) syn-magmatic in origin, and fragmental struc-
tures in collapse breccias.

At Pozo de Plata (Figure 7.3) a polymictic rhyolitic intrusive breccia (IBX) is cut by mineralized hy-
drothermally altered milled matrix breccia. The IBX can occur elsewhere as unmineralized bodies.
Additionally, the creation of space and permeability is provided by reactivated NNW- to NNE-trend-
ing axial planar shears along fold axes, where bedding plane faults and manto-replacement bodies
have formed in favourable sedimentary horizons, as well as in extension-related faults where open-
space fill is dominant in veins and vein breccias.

The Cordero Intrusive Complex that hosts most of the project’s current mineral resource comprises
arhyodacitic laccolith, sill, dike and breccia complex. A domal feature forms a resistant hill, the prod-
uct of intense silicification. In this area, fluids from deep magma found interconnected pathways
along several deep basement fault zones, such as the Cordero, Todos Santos and Josefina faults that
are all NW and SE faults that control mineralization. Sheeted dikes have exploited the same northeast
trending Cordero Fault Zone and parallel strands; these dikes typically have a quartz-dacite compo-
sition, and are marked by clusters of coarse crystals, a texture known as “glomerophyric”.

Table 7.1 summarizes studies by Discovery of age dating from isotope ratios in magmatic zircons and
molybdenite mineralization at Cordero; these provide a consistent age for the various magmatic
rocks: 36.96 + 0.31 Ma to 38.5 £ 0.16 Ma.
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Table 7.1 Ages of magmatic activity at Cordero calculated from Re-Os and U-Pb isotope studies.

Age
Sample Location Method (Ma) Sample description
C10-163 at 1037.6 m Re-Os (moly) 38.5+0.16 La Ceniza molybdenite porphyry
C11-163 (1038.15 to 1046.5m) U-Pb (zircon) 36.96 + 0.31 Feldspar porphyry dikes

Plagioclase/K-feldspar/biotite/quartz

€19-307 (146.7 t0 2069 m)  U-Pb (zircon) 37.71+0.38 thyodacite

C20-336 (309.65 to 344.3m) U-Pb (zircon) 37.39 +0.31 Hypabyssal flow banded rhyodacite

C21-446 (312.1t0316.15m)  U-Pb (zircon) 37.24 +0.27 Quartz-dacite glomerophyric dikes

Notes:
e  Re-Os dating was done at the University of Alberta [10]
e  U-Pb dating was done at the University of British Columbia [10]

The best-developed mineralization in the Cordero Main area occurs where igneous dikes and shal-
low-dipping sills inter-fingered with marine sediments of the Mezcalera Formation, which consists
of interbedded limestones, and detrital sedimentary rocks with grains that range in size from silt-
stones to sandstones predominantly composed of either quartz or carbonate grains. The fossils seen
in Mezcalera sediments (Photo 7.1) suggest that its original depositional environment was a shallow
marine setting. Further evidence of a shallow marine depositional environment is provided by the
cross-bedding seen in detrital layers, which is indicative of wave action that is able to disturb sedi-
ments.

For the 2021 resource estimation area, Figure 7.4 shows the schematic stratigraphic column: the
Mezcalera sediments intruded by various volcanic and intrusive rocks. Figure 7.5 shows the near-
surface geology in the resource estimation area, marked with the locations of four section lines use
to show typical cross-section in Figure 7.6 through Figure 7.9. Photo 7.2 and Photo 7.3 show photo-
graphs of drill core for the main lithologies and for the different types of breccia encountered at
Cordero.

Photo 7.1 Fossil-rich sediments from drill hole C21-528.
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Figure 7.4 Schematic stratigraphic column in the Cordero area, including intrusive rocks.
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Figure 7.5 Surface geology in the Cordero Main area where mineral resources have been estimated, with
locations of section lines used in the following figures.

Mineral Resource Update . .
Cordero Silver Project 45 DISC(‘)VE I‘ySI lver

October 20, 2021



Cross Section CPL-14
1800 Lithology Interpretation & 1800
E & & £
& & z
i d P :
& 4 é $ «; 466G

Figure 7.6 Cross-section CPL-14

Cross Section CPL-21
Lithology Interpretation
& = g
z
£
8
<

Figure 7.7 Cross-section CPL-21.
46 Discoverysilver

Mineral Resource Update
Cordero Silver Project
October 20, 2021



1800

Cross Section CPL-33

Lithology Interpretation §
&

H

§

5

Figure 7.8 Cross-section CPL-33.

1900

" Cross Section CPL-44
- & Lithology Interpretation
s g & & Iy
700 S5 & f 5
£ f
/

I
/
/
/
!
!
)

e, /5 ,;'

J

Figure 7.9 Cross-section CPL-44.

47

Mineral Resource Update
Cordero Silver Project
October 20, 2021

1700

Discoverysilver



White flow banded rhyodacite
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Photo 7.2 Examples of core photographs for main lithologies at Cordero.
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Mud matrix breccia

Mill matrix breccia (oxidized)

Photo 7.3 Examples core photographs of different types of breccia at Cordero.

Mineralogy

The Ag-Au-Pb-Zn content at Cordero is in sulphide minerals, with pyrite, sphalerite and galena ac-
counting for the significant majority of metal content; lesser amounts of the metals of potential eco-
nomic interest are contained in arsenopyrite, chalcopyrite, freibergite, argentite, rare pyrrhotite, and
in the sulfosalts tetrahedrite and tennantite. Photo 7.4 shows several examples of select mineraliza-
tion styles in drill core.

The primary gangue minerals are Ca-Fe-Mg carbonates and rhodochrosite in Mn-carbonates, adu-
laria, quartz, barite, calcite, sericite, fluorite and chalcedony.

The rocks were altered as hydrothermal fluids percolated through interconnected faults, fractures,
stockwork and along permeable lithologic contacts. The principal type of chemical alteration was
caused by fluids that removed certain minerals and replaced them with their potassium-bearing
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cousins: adularia (a potassium-bearing alumino-silicate), potassium feldspars (orthoclase or sani-
dine), illite (a potassium-bearing clay), and the potassium-bearing micas: muscovite, biotite and
phengite. Potassium alteration is widespread throughout the main Cordero trend and accounts for
the strong coincidence between the potassium spectral band on the radiometric geophysical survey
(Section 9) and the intensity of Ag-Au-Pb-Zn mineralization.

Other alteration minerals include chlorite, chalcedony (a micro-crystalline form of reprecipitated sil-
ica) and buddingtonite, an ammonium mineral sourced from sedimentary rocks and associated with
epithermal deposits.

The other type of alteration observed at Cordero is due to weathering and the percolation of oxygen-
rich waters through the near-surface permeable layer. The common alteration minerals at shallow
depths are jarosite, (iron hydroxy sulfate) goethite (iron oxyhydroxide), hematite (iron oxide), smec-
tite (a swelling clay) and gypsum (hydrated calcium sulfate).

Structural geology

Since the mineralization at Cordero is principally due to hydrothermal fluids that carry metals in
solution, metal grades are strongly influenced by the geometry of cracks in the rock. Faults and frac-
tures provide the structural preparation and plumbing network through which metals could have
easily traveled over long distances as long as the fluid temperature and pressure remained high
enough to keep them dissolved. Changes in the width or direction of open fractures would have cre-
ated opportunities for fluid pressure to drop, and for metals to precipitate at that location. Bends in
faults create favourable environments for development of extensional dilation zones that enhance
fluid flow paths as the fracture opens up under tension along the strike of a bending fracture (at a
“dilational jog”), but also create the possibility for fracture zones to become unfavourable and poorer
conduits for fluids if a fracture is under compression along strike.

Discovery continues to maintain a data base of detailed information on structural geology features
observed in surface mapping and in drill holes (Figure 7.10). The current resource model benefits
from the information on the location and orientation of the major faults, veins and breccias.
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Figure 7.10 Structural geological information gathered in the 2021 resource estimation area.
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Photo 7.4 Examples of mineralization styles in drill core.
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Conceptual model of mineralizing processes

The conceptual model for the genesis of mineralization at Cordero is shown in Figure 7.11. Mineral-
ized fluids from deep intrusions moved up faults and fractures at dilational jogs along a releasing
bend, percolating out into the surrounding wall-rock. In places, particularly where aperture suddenly
increases or where there is a dilational jog or at fault intersections, the fracture density increases
forming wider damage (or structural) zones that are better mineralized with wider alteration halos.
Some of these zones host veins and vein-breccias in more favourable fluid corridors. Mineralizing
fluids were able to penetrate the host rocks away from open fractures, traveling through thin cracks
and through the connected permeability of the intrusives and the porosity of the sedimentary host
rock. The disseminate-style low-grade mineralization extends several hundred metres from the ma-
jor faults and fault intersections, developing stockwork mineralization with small veinlets crisscross-
ing to form an inter-connected mineralize network.

In high-grade zones that are dominated by veins and vein-breccias their associated alteration halos
and metal grades are continuous in directions parallel to the steeply-dipping SW-NE faults.
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Figure 7.11 Schematic showing Discovery’s conceptual model for mineralization in the Cordero Main area
(adapted from [1]).
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Other styles of mineralization on the property

The preceding discussion of geological controls and the conceptual model for mineralization pertain
to the area where mineral resources have been calculated. Elsewhere on the property, there are sev-
eral other different types of intrusive bodies, including other felsic intrusive complexes (e.g. La Perla
near the southern edge), laccoliths, sills, dikes and plugs (e.g. La Ceniza, which flanks Cordero Main
to the northeast), and other intrusive centers (e.g. Molino de Viento near the western edge) with
associated breccias (syn-magmatic, phreatic and collapse breccias, e.g. Pozo de Plata, which flanks
Cordero main to the southwest). Each of these is associated with its own unique characteristics, in-
cluding a variety of geological controls, mineralization styles and mineral assemblages (not all differ-
ent) some overlapping; these are reported in Section 9, which discusses the project’s exploration tar-
gets.
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8. DEPOSIT TYPE

The deposits on the Cordero property do not fit neatly into a single deposit type in any of the systems
commonly used to categorize mineral deposits into groups with similar genesis. This is due, in part,
to the fact that the property is large and hosts many different types of intrusions; but even within the
Cordero Main area, observations from surface mapping and core logging are consistent with overlap-
ping deposit types. Of the deposit types that have been described and named in the technical litera-
ture, the ones with most relevance to Cordero are:

e Extensional intermediate sulphidation epithermal systems like Real de Angeles in Mexico

e (Carbonate-hosted Pb, Zn (Ag, Cu, Au) in manto(skarn) and crosscutting chimney style and
felsic contact massive sulfides like those at Santa Eulalia in northern Chihuahua

Although breccia-hosted deposits, like Peflasquito, have sometimes been used as analogies for
Cordero, this type of deposit has several characteristics not yet observed at Cordero.

Extension Intermediate Sulfidation Epithermal Systems (E-type IS)

Intermediate sulfidation in extensional environments above a deep molybdenum porphyry has re-
cently been recognized and described in the technical literature [12]. A schematic conceptual cross-
section of this type of system is shown in Figure 8.1. The identifying characteristics of this deposit
type and their presence at Cordero are summarized below in Table 8.1.

Table 8.1 Characteristics of E-type IS deposits and Cordero evidence (adapted from [12]).
E-type IS deposits Cordero

PRIMARY CHARACTERISTICS

Presence of Mn-carbonate in rhodochrosite Observed in mid to late hydrothermal stage

Presence of intermediate sulphidation minerals s sphal_erlte, I CIEDEEI Y g R E IR 2
and tennantite
Light coloured (Fe-poor) sphalerite Red-brown sphalerite

High Ag:Au ratio (> 60) Lr‘lleclilrgclero Main Ag:Au is well above 100 on
Extensional rift setting High potassium volcanic rocks typical of rift setting

SECONDARY CHARACTERISTICS

Large Ag endowment Silver accounts for >40% of in-situ metal value

Occur on flanks of porphyry molybdenum Encountered in hole C11-163

deposit at depth
Overlapping low sulphidation Arsenopyrite-rich veins with gold
Parent magma sourced from continental crust Pb-Pb isotope studies indicate continental crust
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Figure 8.1 Extensional intermediate sulphidation epithermal system above the shoulder of a deep porphyry
molybdenum deposit (from [12]).

All of the key characteristics described in the technical literature for E-type IS systems have been
observed at Cordero, making this the single best deposit type model.

Carbonate-Hosted Pb, Zn (Ag, Cu, Au)

Northern Chihuahua State contains many carbonate-hosted lead-zinc deposits (with varying
amounts of silver, gold and copper) that have formed in varied locations including skarn-replace-
ment, massive sulfide along sill contacts, subvertical chimney-sulfide and in manto-sulfide. Nearby
intrusives are the source of the heat and fluids that drive the chemical alterations and replacement
over large volumes in the adjacent sedimentary rocks. Figure 8.2 shows a cross-section of this type
of system at one of the mines in the Santa Eulalia district about 150 km north of Cordero.

The identifying characteristics of this deposit type and their presence at Cordero are summarized in
Table 8.2. The only geologic feature noted in Table 8.2 that has not yet been directly observed is the
presence of a granodiorite stock at depth; the existence of such a stock can, however, be reasonably
inferred from magnetic high domains in earlier surveys. The places on the Cordero property where
carbonate-hosted Pb, Zn (Ag, Cu, Au) mineralization is best expressed are La Ceniza, the northeast of
Cordero Main, and the deeper parts of Pozo de Plata.
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Figure 8.2 Cross-section through the carbonate-hosted replacement deposit (sulfide manto/chimney) at the San
Antonio Mine in the Santa Eulalia mining district (from [13]).

Conclusion

Cordero has many similarities with both of the deposit types described above. In the heart of Cordero
Main, where the felsic domal feature dominates the mineral resource modeling area, the best model,
if one has to be chosen, is the E-type IS Epithermal System model.

The carbonate-hosted model with replacement mantos and crosscutting chimneys is best suited to
the La Ceniza area that covers the northeastern tip of the resource block model.
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Table 8.2 Characteristics of carbonate-replacement deposits and Cordero evidence (adapted from [14]).

Carbonate-hosted Pb, Zn, (Ag, Cu, Au) Cordero
GEOCHEMISTRY

Silver values > 400 ppm Many silver assays in the thousands of ppm \/
Multielement chemistry includes Au, Zn, Pb, Cu, Mn, Multi-element chemistry includes Au, Zn, Pb, Cu, Mn, \/
Mo, As, W, V, and Cd Mo, As, W, V, and Cd

- MINERALOGY
Silver-bearing manganese oxide Present \/
Skarn minerals Grossularite and andradite present \/
Molybdenite Present \/
Variety of sphalerite colours Marmatite (Fe-rich) to light (Fe-poor) \/
Barite Present in late-hydrothermal veins and faults \/
Fluorite Present in late-hydrothermal fluids \/

STRUCTURE

Deep crustal structural control WNW-ESE basement and transcurrent fault zones \/

~ INTRUSIVESOURCEOFHEATANDFLUIDS
Presence of felsic intrusive rocks Rhyolites and rhyodacites present \/
Presence of granodiorite stock Not directly observed, but reasonably inferred ?
Skarn in contact with dikes, sills or stocks All observed at Cordero \/

ZONATION AND TRENDS AWAY FROM THE CAUSATIVE DIKE, STOCK OR SILL

Locally developed increase in base metal grades to the
northeast of Cordero Main

AN

Increasing Pb and Zn without Ag or Cu

AN

Open-space filling Very common

Collapse breccias Very common \/
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9. EXPLORATION

The deposit types discussed in the previous section are all challenging exploration targets for many
reasons including the fact that approximately 80% of the Cordero Project is covered with alluvium
and talus deposits.

Avariety of geophysical tools have been utilized to aid in identification of areas of interest at Cordero
including:

o Induced Polarization surveys (IP) where high pyrite contents (5-20%), a key characteristic
of all deposit types discussed above, is defined by IP-chargeability and resistive intrusive
complexes are defined by [P-resistivity as highs.

e Radiometric surveys where Potassium (K%), a key characteristic of all deposit types dis-
cussed above, provides a guide to higher temperature alteration in potassium feldspar (e.g.,
orthoclase, sanidine) as well as potassium bearing adularia-sericite, and hence may aid as a
guide to erosion levels where adularia occurs at higher and cooler fluid emplacement levels.

e Magnetic surveys where magnetitic highs might represent buried pyrrhotite-pyrite mineral-
ization, an intrusion, or skarn-replacement horizon (pyrrhotite-magnetite).

e EM surveys where conductivity (or lack thereof) is measured and hydrothermal alteration
might create an EM response. Alteration along structures and key fault intersections are of-
ten highlighted with EM surveys.

In addition, structurally controlled deposits are best defined by remote sensing tools including struc-
tural interpretations from satellite-based ASTER imagery to define:

e Major regional long-range WNW-structures intersected by NE-trending structures that par-
allel major terrane boundaries.

e Structural/alteration targets at structural intersections.

e Magmatic-hydrothermal trends including domal and circular features.

Geological and geochemical mapping and sampling programs to define:

o High silver values (Ag), high copper (Cu) and/or high (Mo) values suggesting proximity to an
intrusion-related hydrothermal systems.

e Vein-, stockwork-, breccia-, fault-, shear-related to IS mineralization.
e Alteration type and zonation from IS mineralization (adularia-sericite) outwards,.

e Vein-gangue and vein-sulfide definition.

Earlier in this report, Figure 7.3 showed the main targets on the Cordero Property. On this figure, the
resource modeling area is shown in red. The discussion of exploration that follows summarizes the
main activities on Cordero Main and on the other targets across the property.

Geophysics

The geophysical surveys conducted by previous owners have helped identify target areas. One of the
strongest geophysical predictors of strong mineralization is the potassium spectral band of
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radiometric surveys. As shown in Figure 9.1 below, the strong potassium anomalies coincide with
areas of strong Ag-Au-Pb-Zn mineralization that have been confirmed by drilling.
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Figure 9.1 Potassium spectral band from radiometric survey over the central magmatic belt.
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Detailed Geological Mapping

Priority areas

In 2021, the Discovery Silver Corp. team completed detailed geological mapping over known targets
identified during historic exploration campaigns totaling an area of 15.1 kmz2. These targets include
Sansén-La Ceniza (5.9 km?), Dos Mil Diez (6.4 km2), and Molino de Viento (2.0 km2). There is also a
favourable tract between Dos Mil Diez and Molino de Viento (0.8 km?) that is abbreviated as DMD-
MV in the discussion that follows. These mapped targets cover a favourable NE-trending, 15 km long,
magmatic-hydrothermal corridor from Molino de Viento in the southwest to Sansé6n in the northeast
(Figure 9.1). These targets have formed along two mineralized sinistral releasing bends (Figure 9.2).

The targets were evaluated using a variety of datasets including an ASTER/structural interpretation
(Figure 9.2), historic rock and soil geochemical sampling and geophysical surveys including airborne
magnetics, electromagnetics, and 3D induced polarization as presented in Section 6 of this report.

Geological information collected in the field was plotted daily onto fact maps followed by interpretive
geological maps and then digitized by an in-house ArcGIS specialist. The representative rock samples
collected for geochemical analysis are maintained by an in-house data base administrator with geo-
logical data including location, lithology (composition, texture), alteration (assemblage), structure
(type, orientation), mineralization (style, type) and any other relevant information like nearby his-
toric pits.

In the maps shown in the following subsections for each target, the colours used in each target geo-

logical map correspond to the lithologic legend shown on the map in Figure 7.5.

Sansén Target

Sanson is the furthest northeast target along the Cordero magmatic-hydrothermal trend (Figure 9.1).

e Sansoén is underlain by a thick sequence of limestone, calcareous shale, calcarenite, cherty
siltstone and sandstone, part of the Cretaceous Mezcalera Formation.

e Sediments are folded into a series of NW-trending chevron-folds that are locally overturned.

e Sedimentary sequence is intruded by a rhyodacitic sill complex that is folded into NW-trend-
ing folds, plunging to the northwest- and the southeast.

e More reactive limey units of the sedimentary sequence show the effects of contact metamor-
phism in hornfels and skarn with local development of quartzite and garnet-bearing