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SUMMARY

The Jerusalem Gold Project comprises one concession covering 225 hectares in a
readily assessable region of southern Ecuador. The gold mineralization found on the
concession is associated with an extensive high grade polymetallic epithermal vein
system.

This Preliminary Assessment Report was prepared by the author at the request of
Dynasty Metals & Mining Inc. (“Dynasty” or the “Company”) and is based on:

e asite visit in February 2006;

¢ interviews with Company management and other consultants engaged to assist
management with its mine plans;

e areview of the Company’s Technical Reports dated October 29 and December
22,2004 prepared by Allen J. Maynard BappSc, MAIG, MAusIMM, an
independent “Qualified Person” as defined in National Instrument 43-101;

e areview of the Company’s proposed mine plan prepared by Brian Speechly
FAusIMM a mining consultant with extensive experience who is a “Qualified
Person” as defined in National Instrument 43-101, but is a director of the
Company and therefore not independent;

o areview of the Company’s proposed plant design prepared by Keith Dodd
AWASM Eng. a mining consultant with extensive experience who is an
independent “Qualified Person” as defined in National Instrument 43-101; and

e areview of commodity prices and recent commodity trends

The principal conclusions from the author’s assessment are as follows:

Scale of Operations

The Company plans to construct a mill capable of processing 300,000 tonnes of ore per
year with plans to process 965,000 tonnes of Measured and Indicated ore over the initial
life of the mine, which is approximately 4 years. The proposed annual rate of
production is optimum when the nature of the ore body is considered. The
mineralization is primarily hosted in a series of narrow (0.8m wide) veins, which are
rich in gold, silver, zinc and lead.

Preliminary estimates of capital requirements are anticipated to be relatively low at
US$25 million. This includes US$5,000,000 for site preparation, US$7,500,000 for
mine development and US$12,500,000 for the mill and treatment plant.

Processing Alternatives

For the purpose of this assessment, the author has based his assessment on
recommendations by Consulting Engineer KC Dodd for a flotation concentrator
together with a Merril Crowe or CIP plant.



Resource Base

In his Technical Reports dated December 22, 2004, and 29 October, 2004., Allen J.
Maynard BappSc, MAIG, MAusIMM estimated resources as follows:

Table 1 : Total Mineral Resources at Jerusalem

Au  Au Ag Ag Pb Pb Zn Zn
Category Tonnes g/t  o0zs g/t 0zs % t % t

Measured 602,300 124 239,730 90 1,760,400 0.66 3,940 2.79 16,810

Indicated 864,400 12.4 345370 95 2,627,700 0.55 4,690 257 22,210

Inferred 1,927,600 115 710,130 101 6,276,470 042 8,050 1.97 37,840

The Company has developed an initial 4 year mine plan in which 965,000 tonnes of ore
from its Measured and Indicated Resource is processed. This preliminary estimate of
mineable resources represents only 66% of the Company’s total estimated Measured
and Indicated Resource. Further development and planning may justify the inclusion of
additional Measured and Indicated Resources in the Company’s mining plan.

The Company has estimated that the life of the mine could be extended an additional
4.5 years if it can successfully convert 60% of the Company’s Inferred Resources into
mineable resources after additional exploration work is completed..

As required by National Instrument 43-101, it should be noted that these evaluations
are preliminary in nature and that the Inferred Resources in particular are considered
too speculative geologically to have economic considerations applied to them that
would enable them to be categorized as Mineral Reserves. As such there is no certainty
that the Preliminary Assessment will be realized.

Economic Assessment

Measured and Indicated Resource

The author’s analysis indicates that the Jerusalem Gold Project has sufficient Measured
and Indicated resources to support a 4 year mine plan that would generate the following
pre-tax, pre-royalty cash flows from operations less mining development and site
preparation costs of US$12.5 million (see Tables 4 & 6 for detail). These results are not
discounted.

(000°s US Dollars)

Open Pit Underground Total
Revenues $ 76,140 $ 165,500 $ 241,640
Operating costs 43,080 48,500 91,580

Surplus $ 33,060 $ 117,000 $ 150,060




These preliminary estimates are based on:
e current resource tonnages, grades and mine plans
e preliminary estimates of overall metallurgical recoveries
o preliminary estimates of overall operating costs and capital costs pertaining to
the treatment and mining methods proposed
e preliminary estimates of short to medium term metal prices

The equivalent cost per ounce gold for mining underground is estimated to be US$147
per ounce compared to US$283 per ounce to mine the open pits. The open pit costs are
substantially higher because of the lower grade, a higher strip ratio and the inclusion of
an up front expense of US$5 million for site preparation. The Company believes, and
the author agrees, that notwithstanding the higher cost associated with open pit mining
the Company is likely to encounter additional resources, as the pits are developed,
which are not presently included in its mineable resource estimates. If proven, this will
reduce the overall equivalent cost per ounce gold and increase the estimated life of the
open pit operation.

Inferred Resources

In addition to the discounted Measured and Indicated Resources set out above the
Company has estimated that 60% of ore currently categorized as Inferred Resources
may be converted into mineabele ounces after further drilling and development has
taken place. Assuming this occurs such resources would extend the life of the mine by
4.5 years and generate additional cash flows from underground operations as follows
(See Table 8 for detail);

Revenue: US$ 230 million
Operating Costs: US$ 83 million
Operating Surplus ~ US$ 147 million

The equivalent cost per ounce gold for mining the Inferred Resources underground is
estimated to be US$181 per ounce compared to US$147 per ounce to mine the
Measured and Indicated Resources underground.

Critical Risk Factors

The critical risk factors associated with the project are as follows:

e Resource risk — tonnage and grade uncertainty in previously mined areas

¢ Dilution risk - fairly high in narrow vein operation, although ameliorated by
soft nature of ore and competent wall rocks.— estimates range from 15% - 30%.

e Productivity risk — narrow vein operation does not allow a high production rate
— 250,000 tpy proposed — any reduced productivity would impact on unit costs

e Mining cost risk — mining costs are rising in current world market - effect
should be offset by lower labour costs in Ecuador

e Metallurgical risk — ongoing test work needs to be completed to ensure
treatment plant is able to recover both precious and base metals

e Sovereign, Country, Geographical and Topographical risk



Whilst this Preliminary Assessment is preliminary in nature, future feasibility studies
will give closer attention to the above factors to ameliorate these risks to the project.
Notwithstanding, once the mine has achieved steady state operation, it is anticipated
that the overall risk level will be relatively low.

Equivalent Cost per Ounce Gold
Open Pit $283
Underground $147

Inferred Resources  $181

Recommendations

The author believes that the overall project risk is low and the potential for profitable
operations is high and therefore recommends that Dynasty proceed towards the
development of a feasibility study.

The author also recommends that exploration drilling and sampling continues in order
to determine potential new resources from veins in the northern sector of the property
and from extensions of known veins



1. INTRODUCTION AND TERMS OF REFERENCE

1.1 Introduction

The Jerusalem Gold Project is located in the Sierra del Condor of the Ecuadorian
Amazon region and is centred at latitude 04°02" south and longitude 78° west.

Access to the project is primarily by road to the general area and thence via foot tracks
on steep hills onto the ore bodies themselves

The Consultant has been advised that mineral rights are held 100% by Dynasty Metals
& Mining Inc. The property comprises one concession covering an area of 225 ha which
has an expiry date of 10 October 2031. The concession is subject to a 1% net smelter
royalty.

1.2 Terms of Reference

The writer has been requested by the Directors of Dynasty Metals & Mining Inc. to
undertake a Preliminary Assessment (as defined by NI 43-101) of the Jerusalem Project
which involves the mining and treatment of the mineral resources within the high-grade
Gold Reefs in the Sierra del Condor metamorphics.

For the purpose of this Technical Report the writer, W J Holly, is an independent
“Quialified Person” in accordance with National Instrument 43-101.

1.3 Report Purpose

This report is to be submitted to regulatory bodies including the TSX Venture Exchange
and is to be used by the Company to raise funds for the preparation of a bankable
feasibility study, and further exploration.

1.4 Field Involvement

The writer, W J Holly, visited the Jerusalem Gold Project on 24 February 2006 in
company with project geologist Luis Bravo. This site work included underground and
surface observations of exploratory development over the extensive vein system
described below. The work is being carried out by small mining contractors and has
provided valuable exposure of the vein structure, country rock and mineralisation .

2. RELIANCE ON OTHER EXPERTS

In the compilation of this Preliminary Assessment much of the geological, resource and
general information is sourced from two technical reports —

e “Independent Geological Evaluation, Jerusalem Project, Ecuador” by Maynard
29 October 2004

e “Independent Geological Evaluation, Jerusalem Project, Ecuador” by Maynard
22 December 2004



Allen J Maynard has worked as a geologist in the field of mineral exploration
continuously for the last 25 years in Australia, Cambodia, Chile, China, Ecuador, Egypt,
Greenland, Indonesia, Mauritania, Mozambique, Peninsular Malaysia, Peru,
Philippines, Portugal, Republic of South Africa, Turkey, Zimbabwe and mid-west USA
(Wyoming, Colorado). He is a graduate of Curtin University in the State of Western
Australia with a degree of Bachelor of Applied Science, majoring in Geology granted in
1978 (Certificate No. 10534).

Mr B Speechly

For the mine plan, the writer has utilized the mining plan prepared by Mr B Speechly
and forms Appendix | to this report. Mr B. Speechly being a director of the Company
and is not an independent person under NI 43-101. Mr Speechly has over 40 years
experience of the mining industry, covering numerous projects particularly gold mines.
Mr Speechly is Fellow of the Australasian Institute of Mining and Metallurgy.

Mr KC Dodd

The writer has incorporated in this scoping study the plant design and costs which were
prepared by Mr K C Dodd and constitutes Appendix Il in this report. Mr K C Dodd is
qualified mechanical engineer and is an Independent “Qualified Person” under NI 43-
101. He has over 40 years of experience in the mining industry, particularly the gold
mining industry. During this time he has constructed many plants of a similar nature to
that proposed for the Jerusalem Mine. Mr Dodd is a Fellow of the Australasian Institute
of Mining and Metallurgy.

3. PROPERTY DESCRIPTION AND LOCATION

The Jerusalem Project comprises a concession covering a total area of 225 ha in the
south east of Ecuador, near the border with Peru. The concession is located in the Sierra
del Condor of the Ecuadorian Amazon region and is centred at latitude 04°02"south and
longitude 78° west (see Figure 1).

The property is 570 km south east of Guayaquil, which is the main port of Ecuador.
The nearest city to the project is Loja (population approximately 110,000) which is 174
km to the south.

Whilst the country is mountainous, access to the project is good, with most of the roads
being graded.

The project site receives a very high annual rainfall of approximately 3m, being located
near the equator. The climate is however cool tropical due to the elevation of the project
at around 1600 metres above sea level.

The project site is mountainous and steep, and will require extensive site development
work to allow efficient mining.



4. GEOGRAPHICAL, HISTORICAL AND GEOLOGICAL
INFORMATION

See report by Maynard dated 29™ October 2004 — recorded on www.sedar.com
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5. ENVIRONMENTAL CONSIDERATIONS

An environmental impact study is in progress. Open pits, waste dumps and tailings will
have an impact on the environment and re-vegetation plans will be implemented once
mining and ore treatment has ceased.

The construction and operation of a tailings dam in the mountainous area of the mine
site will be an important environmental question. It is noteworthy that “illegal” small
miners working on an adjacent upstream property have contaminated the river system
with tailings over many years. Dynasty’s plans will be an opportunity to implement best
practice tailings deposition, and in so doing set a precedent for the field as a whole. No
illegal miners are operating on Dynasty properties.

The development of the open pits will cut the road system currently used by the
adjacent village upstream of the property. It will be necessary to secure permission to
construct an alternative road on other properties to allow these villagers continued
access. Alternatively a road through the Dynasty operations may be possible

The Ecuadorian army maintains a post on the Concession for security in the area.
The contractors who currently operate a small exploration tunnel on the Jerusalem
concession will cease operation with the development of the project. It is envisaged that

these contractors will take employment with Dynasty.

Overall approximately 300 small miners are employed on various properties in the
vicinity of the Jerusalem Project.
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6. MINERAL RESOURCES

Based on the results from geological investigations, Jerusalem resource estimates were
completed by Al Maynard & Associates who are Independent Qualified Persons as
defined by National Instrument 43-101 (see reports by Maynard dated 29" October
2004 and dated 22" December 2004).

Measured and indicated resources total 1,466,700 tonnes at 12.44 g/t Au and inferred
resources amount to 1,927,600 tonnes at an average grade of 11.5 g/t Au (Table 1).

Table 1 : Total Mineral Resources at Jerusalem

Au Au Ag Ag Pb Pb Zn zZn
Category Tonnes g/t 0ZS g/t 075 % t % t

Measured 602,300 124 239,730 90 1,760,400 0.66 3,940 2.79 16,810

Indicated 864,400 124 345370 95 2,627,700 0.55 4,690 257 22,210

Inferred 1,927,600 115 710,130 101 6,276,470 0.42 8,050 197 37,840

7. MINE PLANNING

Evaluation of total mineral resources at Jerusalem using over 100 bench and level plans,
resulted in the planning of three open pits — the Teniente, Macas and Loayza Pits by Mr
B Speechly. Mr Speechly, who has over 40 years experience in the mining industry
and having worked on many international mining operations, is a “Qualified Person”
under NI 43-101 and is not independent. Mr B Speechly’s mining report on Jerusalem
occurs in Appendix I.

Declines to access deeper ore are planned under the Teniente and Loayza Pits (Figures 2
and 3). The open pits are expected to be mined by an earthmoving contractor. Narrow
excavator buckets will be used to accurately excavate the ore. Working benches will be
approximately 2.5 m high. Depths of open pits range from 113 metres to 206 metres.

Underground mining will be undertaken by Dynasty from 4 metre by 4 metre declines
on 1in7 gradients with their portals located near the base of the open pits. Underground
ore extraction will be completed using narrow vein up-hole bench mining in 15 m
vertical slices utilizing single boom jumbos, 0.5 cubic yard pay loaders and 25 tonne
trucks.

Declines developed from the Loayza and Teniente Pits are planned to go 250 metres and
50 metres vertically, respectively, below each pit.
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Figure2: Vein Resources Propoused Mine
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Two mining stages are planned with Stage 1 expected to run over approximately 4 years
and Stage 2 for an additional 4.5 years. Stage 2 depends on the successful upgrading of
60% of the known Inferred Resources currently standing at 1,927,600 tonnes at 11.5 g/t
Au, 101 g/t Ag, 0.42% Pb and 1.97% Zn.

Future exploration for the upgrading of resources and extensions to the known veins at
depth and along strike is planned to commence 12 months after initial mine start-up.
New discoveries are also expected in the northern section of the concession that will add
to the resources at Jerusalem (Figure 4).

Stage 1 — Mine and treat 965,000 tonnes of ore from open cut and underground over
4 years at a an approximate production rate of 250,000 tpa from the resources
outlined below. These are Measured and Indicated Resources

OPEN PIT MINING RESOURCES
379,000 tonnes at 9.9 g/t Au, 143 g/t Ag, 1.01% Pb and 3.35% Zn

UNDERGROUND MINING RESOURCES
585,798 tonnes at 15.2 g/t Au, 94.5 g/t Ag, 1.7% Pb and 4.6% Zn

Of the total Measured and Indicated Resources previously reported by Dynasty
(see Table 1) the above Open Pit and Underground Resources have had
underground and open pit mining plans applied to them by Dynasty personnel
led by Brian Speechly. The author has investigated and endorsed these mine
plans.

Stage 2 — Mine and treat 1,157,000 tonnes of ore from underground over
4.5 years at a production rate of 250,000 tpa from 60% of the Inferred
Resources given in Table 1.

TOTAL MINING RESOURCES = 1,157,000 tonnes at 11.5 g/t Au,
101 g/t Ag, 0.42% Pb and 1.97% Zn

EXPLORATION POTENTIAL

Good exploration potential exists at Jerusalem in major new vein discoveries, known
vein extensions and in widespread open pittable rhyodacite dykes. Underground
development at Jerusalem covers 0.5 km of strike length and potential exists along a
further 1 km of strike length within the concession in the northern sector (See Figure 4).
Channel sampling to date has reported values of up to 10 g/t Au over 0.5 metres from
veins along strike to the north. Exploration drilling and sampling is warranted to
determine these potential new resources and plant feed.
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Figure 4 — Geological Map Showing Potential New Veins
8. MINING METHODS

8.1 Open Pit

A simple open pit operation has been planned as depicted on the attached drawing
entitled “Typical Open Pit Mining for Narrow Veins” (Brian Speechly 24July 2005).
All pits are designed to daylight out at the lower end to provide natural drainage. The
open pit method involves lightly drilling and blasting (paddock blasting) of the ore body
and excavation along strike using an excavator with a narrow bucket.

Critical to the success of this method will be the need to minimize dilution by blasting
with minimal throw of the ore. It is envisaged that this will be achievable because of the
relatively soft nature of the ore. The ore is comprised of minerals such as rhodochrosite,
sphalerite, galena, pyrite, siderite, and argillaceous chlorite. Fault rouge also occurs.
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After the ore has been blasted and excavated the surrounding country rock, which is
harder and more competent will be blasted and removed.

It is envisaged that 80t to100t excavators with matching fleet of 50t trucks would be
adequate for the pits. All pits should be operated together to provide maximum
production potential.

With the exception of the steep topography, the overall the pit plan is straightforward
and is recommended. In the final feasibility study an optimization would be undertaken
which may vary the pit depth slightly.

8.2 Underground Mine

An uphole bench retreat narrow vein mining method is proposed for Jerusalem. The
method is recommended as it provides maximum productivity with minimum dilution.
The level interval is 15m with 3.5m high drill drives. The method is well described in
the attached drawing “Typical Longitudinal Projection Showing Uphole Benching -
Narrow Vein Mining” (B Speechly), and in attached sections “Jerusalem Mine —
Longitudinal Projection”. The mine design is sound and as such is recommended.

It will be important to operate as many headings and stopes as is reasonably possible to
guarantee the 250,000 tpa production to the plant.

The equipment proposed (see attached) involves 1m wide Tamrock Microscoop loaders,
Tamrock Quasar 1F jumbos, and Volvo 25t trucks. This selection of equipment is ideal
for the minimum width mining operations envisaged. Dynasty should be advised to
enter maintenance and repair contracts with the equipment suppliers to guarantee
availability, personnel training, and thus productivity.

9. CAPITAL COSTS

K C Dodd has estimated the capital costs for the treatment plant construction and
development at US$12.5 million. Details are given in K C Dodd’s “A Preliminary
Summary of the Jerusalem Gold Project in Ecuador” report, dated 16™ January 2006,
which is given in Appendix II.

Additionally a further USD12.5m has been allowed for site preparation and mine
development capital.



10. BASIC ECONOMICS OF OPERATIONS

10.1 Open Pits

The volumes of ore and waste contained within planned pits are:

Table 2
Pit Volumes — Waste & Ore
Pit Ore Ore Vol Waste Vol Total Vol
Tonnes (bcm) (bcm) (bcm)
Loayza 237,000 79,000 3,490,000 3,569,000
Teniente 97,000 32,000 1,640,000 1,672,000
Macas 45,000 15000 443,000 458,000
TOTAL 379,000 126,000 5,573,000 5,699,000
Table 3
Open Pit Resources (Total)
Measured & Indicated
Tonnes Grade Gold Grade Silver Grade Zinc Grade Lead
Ore (a/t) (a/t) % %
379,000 9.9 143 3.35 1.08

The basic economics of the Jerusalem Pits are estimated in Table 4

It is assumed that a dilution factor of 15% of the ore tonnage will occur during open pit

mining.

Resources not Reserves (43-101 section 3.4(e) statement requirement)

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




Table 4
Basic Economics of Jerusalem Open Pit Resource
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Revenue Open Pits USD

Ore Tonnage 379,000
Grade Gold (g/t) 9.9
Ounces Gold 120,632
Recovery % Au 87

Gold Revenue @ USD500/0z

52,475,000 USD

Grade Silver (g/t) 143
Ounces Silver 1,742,000
Recovery % Ag 68

Silver Revenue @ USD7.50/0z

8,887,,000 USD

Grade Zinc % 3.35
Tonnes Zinc 12,697
Recovery % Zn 65

Zinc Revenue @ USD1500/t

12,379,000 USD

Grade Lead % 1.08
Tonnes Lead 4107
Recovery % Pb 65

Lead Revenue @ USD900/t

2,403,000 USD

TOTAL OPEN PIT REVENUE USD

76,14 million USD

Estimated Open Pit Costs USD

Site Preparation

5,000,000 USD

Mining @ USD5/bcm

28,495,000 USD

Treatment @ USD12/t ore (plus 15% dilution)

5,230,000 USD

Administration @ USD10/t ore (plus 15% dilutn)

4,359,000 USD

TOTAL ESTIMATED COSTS USD

43.08 million USD

Equivalent Cost per Ounce Gold

283

OPERATING SURPLUS - Open Pits

33 million USD

The open pit would produce at the rated plant capacity of 250,000 tpy which would

provide a mine life from the open pits of 1.5 years. Included in the costs, and identified

separately is US$5,000,000 for site preparation. Mine development costs of

US$7,500,000. have been allowed



10.2 Underground Mine

Resources (Measured and Indicated) contained within the planned underground mine
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are:
Table 5
Underground Resource
Measured & Indicated
Tonnes Grade Gold Grade Silver Grade Zinc Grade Lead
Ore (9/t) (g/t) % %
586,000 15.2 94.5 4.6 1.7

The basic economics of the underground mine are estimated in Table 6. It has been
assumed that 15% dilution of the ore at zero grade will be incurred during mining. This
will necessitate an additional 15% of mining, treatment and administration costs.

Resources not Reserves (43-101 section 3.4(e) statement requirement)

Readers are cautioned that Mineral Resources that are not Mineral Reserves do not have

demonstrated economic viability.

Table 6
Basic Economics of Jerusalem Underground Resource

Revenue USD

Ore Tonnage 586,000
Grade Gold (g/t) 15.2
Ounces Gold 286,000
Recovery % Au 87

Gold Revenue @ USD500/0z

124,572,000 USD

Grade Silver (g/t)

94.5

Ounces Silver 1,780,000
Recovery % Ag 68

Silver Revenue @ USD7.5/0z 9,080,000 USD
Grade Zinc % 4.6

Tonnes Zinc 26956
Recovery % Zn 65

Zinc Revenue @ USD1500/t

26,282,000 USD

Grade Lead %

1.7

Tonnes Lead

9962

Recovery % Pb

65

Lead Revenue @ USD900/t

5,828,000 USD

TOTAL U/GROUND REVENUE (USD)

165.5 million USD

Estimated Open Pit Costs USD

Mining @ USD50/t ore + 15% for dilution

33,695,000 USD

Treatment @ USD12/t ore + 15% for dilution

8,087,000 USD

Administration @ USD10/t ore + 15% for dilutn

6,739,000 USD

TOTAL ESTIMATED COSTS

48.5 million USD

Equivalent Cost per Ounce Gold

147

OPERATING SURPLUS -U/ground

117 million USD

The underground mine would produce at the rated capacity of 250,000 tpy
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11.0 Economic Evaluation—Inferred Mineral Resources

The Preliminary Assessment economic evaluation as Sections 6-10 above is based on
mine plans which have been constructed in detail by Mr B Speechly. Mr Speechly and
Mr Greg Whitfield (Dynasty Exploration Manager) estimate that approximately 60% of
Inferred Resources (Table 7) will become reserves as underground mine development
proceeds. Mr Whitfield and Mr Speechly are both Qualified Persons in accordance with
NI 43 101. In accordance with NI 43-101 Part 2.3 (3) this proportion of the Inferred
Resources are hereby included as a part of this Preliminary Assessment (Table 8). This
estimate of 60% is endorsed by Consultant W J Holly.

Preliminary Assessment and Inferred Ore

In respect of this Inferred Ore and its inclusion in this economic evaluation (N143-101
Part 2.3.3), it should be appreciated that this Preliminary Assessment is preliminary in
nature, it includes Inferred Mineral Resources that are considered too speculative
geologically to have economic considerations applied to them that would enable them to
be categorised as Mineral Reserves. As such there is no certainty that the Preliminary
Assessment will be realised.

Table 7
Inferred Resources
Resource Tonnage (t) | Gold (g/t) | Silver (g/t) | Zinc (%) | Lead (%)
Inferred 1,927,600 | 115 101 1.95 0.42

60% of Inferred 1,156,560 | 11.5 101 1.95 0.42




Table 8

Possible Economics of Inferred Resources
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60% of Inferred Resources

Revenue USD

Ore Tonnage — undiluted 1,156,560
Grade Gold (g/t) 115
Ounces Gold 427,619
Recovery % Au 87

Gold Revenue @ USD500/0z

186,014,000 USD

Grade Silver (g/t) 101
Ounces Silver 3,755,610
Recovery % Ag 68

Silver Revenue @ USD7.5/o0z

19,154,000 USD

Grade Zinc % 1.97
Tonnes Zinc 22,784
Recovery % Zn 65

Zinc Revenue @ USD1500/t

22,215,000 USD

Grade Lead % 0.42
Tonnes Lead 4858
Recovery % Pb 65

Lead Revenue @ USD900/t

2,842,,000 USD

TOTAL REVENUE (USD)

230.2 million USD

Estimated Underground Costs USD

Mining @ USD50/t ore — diluted 15%

57,828,000 USD

Treatment @ USD12/t ore — diluted 15%

13,879,000 USD

Administration @ USD10/t ore — diluted 15%

11,566,000 USD

TOTAL ESTIMATED COSTS

83.3 million USD

Equivalent Cost per Ounce Gold

181

OPERATING SURPLUS -

147 million USD (from Inferred Resources)

12. RECOMMENDATIONS

The author believes that the overall project risk is low and the potential for profitable
operations is high and therefore recommends that Dynasty proceed towards the

development of a feasibility study.

The author also recommends that exploration drilling and sampling continues in order
to determine potential new resources from veins in the northern sector of the property

and from extensions of known veins
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Signed - W J Holly MAusIMM F Fin

27 February 2006
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15. CERTIFICATE OF AUTHOR

To: Dynasty Metals & Mining Inc. and/or other appropriate parties.

LETTER OF QUALIFICATIONS AND CONSENT

I, William J Holly, of 34 Johnston St, Peppermint Grove, WA, 6008, Australia hereby
certify that:

1.

I am a consulting mining engineer, doing business under the registered name of
Holly Mining Pty Ltd (ACN 092 237 440) My business address is 34 Johnston
St, Peppermint Grove, WA, 6011 Australia.

I am a member in good standing of both the AusIMM and the Securities Institute
of Australia.

I am a graduate of WA School of Mines (Curtin University) in the State of
Western Australia with associateships in  Mining Engineering and in Mining
Geology. | also hold post graduate diplomas in Business (Curtin University) and
in Investment and Applied Finance (Securities Institute of Australia).

I have worked as a mining engineer / mining manager in the fields of mining
development, operations and finance, continuously for the last 35 years in all
Australian States particularly Western Australia, Queensland, and New South
Wales. | have also had experience on international projects in Namibia, South
Africa, Zimbzbwe, Pakistan, Afghanistan and Great Britain

I have read the definition of “qualified person” set out in National Instrument
43-101 (“NI 43-101") and certify that by reason of my education, affiliation with
a professional association (as defined in NI 43-101) and past relevant work
experience, | fulfil the requirements to be a “qualified person” for the purposes
of NI 43-101.

I am the author of the report entitled “Independent Preliminary Assessment —
Jerusalem Project, Zamora Chinchipe, Ecuador” and dated 28 February 2006. |
am responsible for all sections and endorse those written by Mr K Dodd and Mr
B Speechly. This certificate applies to this report

I have had no prior involvement with the Jerusalem property. Site visits were
made during and including 24™ to 26™ February, 2006.

As of the date of this certificate, to the best of my knowledge, information and
belief, the technical report contains all scientific and technical information that is
required to be disclosed to make the Technical Report not misleading. .

I am independent of the issuer applying all of the tests in section 1.5 of National
Instrument 43-101.
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10. I have read National Instrument 43-101 and Form 43-101F1, and the Technical
Report has been prepared in compliance with that instrument and form.

11. I consent to the filing of the Technical Report with any stock exchange and other
regulatory authority and any publication by them for regulatory purposes,
including electronic publication in the public company files or their websites
accessible by the public.

12. The conclusions expressed in this report are professional opinions, based upon
sources acknowledged in the text. Having undertaken reasonable due diligence
and believing the information | have used to be correct, | nevertheless accept no
responsibility for the accuracy of information that I did not personally originate.
There are neither material facts nor changes since completion of this report that |
am aware of that would materially change any of my opinions expressed in this
report.

13 | neither own nor control a beneficial interest in the mineral properties that are
the subject of this report nor any adjacent or nearby properties. | have not
previously prepared a report on this project area.

14. CONSENT: Dynasty may use this report for any lawful purpose for which it is
suitable. Should it be necessary to use abridgements of or excerpts from the
report, these must be made in such a way as to retain their original meaning and
context. All reasonable efforts must be made to obtain my approval prior to any
use of such abridgements or excerpts.

Dated at Quito, Ecuador this 27" day of February, 2006.

-
{'J-\'_-"'Il/___ _/’{.-' 1‘:-:'.;’;

2
74
’ "r--.r:_.-"

W J Holly (signed) M AusiIMM, FFin
AWASM (Mining Engineering), AWASM (Mining Geology), Grad Dip (Business),
Grad Dip (Investment and Applied Finance) MAusIMM
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Appendix 1 — Mine Plan for the Jerusalem Project - B Speechly

STATEMENT BY BRIAN SPEECHLY FAIMM (AUSTRALIA) MINING
CONSULTANT AND EXECUTIVE DIRECTOR — MINING OF DYNASTY
METALS & MINING INC.

Participation in the Jerusalem and Zaruma Project commenced in June 2005
and has been progressively designed and evaluated to the present date.

I supervised five geologists, one mining engineer and three computer operators
on digitizer boards and the production of plans cross sections, longitudinal
sections and fifteen meter vertical spaced slice plans were compiled showing all
mineralized narrow ore veins.

Mining equipment is now available such as narrow drill development and blast
hole drilling Jumbos at 1.2 meters wide and using electric hydraulic drill.

Load Haul dump bogging machines can be as narrow as 1,05 meters wide.

Main haulage trucks that can haul 25 to 30 tonne will fit into a 4 %2 meter by 4
meter wide haulage drive or decline.

Open pits were designed on the Loayza, Macas and Teniente ore zones — all
pits have been designed to daylight at one end to allow natural drainage in an
area that experiences heavy rains.

Declines have been designed to recover most of the Jerusalem ore bodies. All
ventilation rises and fan positions are also designed.

During September 2005 I arranged for both Keith Dodd and Brian Coupe to visit
Ecuador. Both are experienced treatment plant designers and constructors.
Keith Dodd visited laboratories suppliers and manufacturing groups in Quito.
Brian Coupe visited both Jerusalem and Zaruma Projects. Brian made detailed
inspections of access to these projects for transport of heavy equipment such
as crushers and mills. He was satisfied with all plant locations.

During February 2006 | also arranged a visit by William Holly who is an
independent Mining Engineer and Geologist experienced in controlling many
projects in Australia.

Bill Holly visited both project sites of Jerusalem and Zaruma to familiarize
himself with all problems and to meet 43-101 requirements.

Diagrams and Plans on the following pages constitute the Mine Plan
for Jerusalem Project by Brian Speechly
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TYPICAL LONGITUDINAL PROJECTION SHOWING UP HOLE BENCHING
MODIFIED FOR USE IN NARROW VEIN STOPING
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" LOW PROFILE UNDERGROUND MINE LOADER WITH

STANDARD BUCKET 0,54 m* (0,7 yd?),

MICROSCOOP 100D

BASIC UNIT = MAIN COMPOMENTS, AS PER SPECIFICACTION L-040 5-A
Dautr FILEE sngena

Ciry typed a8 inkakia

ECE catahyBc exfaus] punfer

Hydrostatic brsns s

Tamrock axles

Mo apin front axks

780w 15 hbicheln X Mine 02 byrea

Bucked sine 054 m3. VWidsh 1.05 m, 500 BHM lip

Ll fype Elasaning conbrol

Duanl stick Bucksd and Do conbmd

Driving Bphis 2+2

Machanicnl gaugns

13 W eacirical sysieen

JIC fiings

3 sois of manuals (operaion, pans, sanvico)

TOTAL EX-WORK PRICE LYOM, FRAMCE ... iiiiniiins HE A i LU
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Emergancy
5mrrn.l.l'|ru ______ i e X . ALIIE T LN S, &l
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MAIN DIMENSIONS

LOADER 1.05 METERS WIDE
CAPACITY 1 TONNE

32



Capacities

Tramming capacity 15000 kg (2200 1)
Brenkoud foma, 1 10,7 b - 1 084 kg (2 407 1B}
Brenkoud forcs, il 5.9 WH - 3 TEE kg (B 285 k)
Tipping load 2041 (6 4T0 )
Buckot aid. 0548 m* | OUT y),
500 BN lip

Bucket motion timas
Rassing time 26800
Litwrsing Lima 1.5 800
Tigsng timea 4.1 s
W-qulmw 3,300 kg (7. 250 b

g 1]
Tatal leaded waighl o300 kg (9460 i)
Axlo waights without load
front axds 1.300 kg (2,860 Ib)
rear nilm 1.500 kg (4. 180 k)
Axle wolghts with boad
front axlo 2 B0 kg { 8. 180iL)
nag nuy 1,400 kg (3.080 &)
Driving spasds forward and reverss
Loaded o B om0 5.6 mph)
Bervice capacities
Fusl tank 40 Eire (10.5 gal.)
Hydiraulic od tank 62 Btre (16,4 gal ]
Hydosiaic transmissaon of tank 37 e (8.2 gal )
Engine
[egesol mowgine Dessste F3L 812 WY
Chtipud 33 AW (45 hp) /2 500 pm
Torgua 110 N {le=0) [ 1500 rpm
Numder of cyledan ini fina 3
Despdacamant 2 83 Fom®
Cooling sysinm Air cooled
Comblston principhs dogbrokn Z-stage combusiion
Elecivic sywiam 12y
Alr Timpr Cll bath wir choaner
Exrgust syslem ECS catahlic purifiar
Transmission
Tranamisaion Hydrosiatie Banamiasion
Pumg Linde:, O b5 42 cm® [ reee
Malor Linde, fooed 35 cm® { oy
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Transfer case
Tyen Gioar
Location Hpar axke
Axlos
Front and rear Tomnock, faesd
Mo-spin in frond sl
Central hinge cacillaling & 10°
Whesls
Tyres 150 x 18 LS
Air proasios, frond & rear 350 kPa (35 bar)
Stoering 2 hydraude: cyfindars
Swsaring conirol Frasres shasaring, cortnol lrvoer
Ariiculatcn wngle & 36"
Main companants
Hydmailic pump HP
Conirol vl Diardoss.
Stearing cylndens (1) @ 60 mm (238 ), Tammock
sElSngs:
Main radel valve 4.0 MPa (110 borj
Pori relad valves 17.5 MPa (175 bar)
Saervice Brake Hydratale IFarsmissnn
Artuabon Pedal
Parking and Emaergoncy Brokes
Type Hiydraube of smrenised.
Frisitsple disc brakos inchosed in [P Fear gk
Auctuilcen Emergency butian,
Spnieg) appied, hyrdraukcaly releassd
Buckels hydraullcs
Full hydraulic open oendar sysiomn with o pear pumg.
06l flows o buackal gysbam from iFd Blisdrng

prumg, whan stering a nol wed.
Ecupad with mechancsl dusd conticd bver,
WAmiry COmpOrands.

Canltrol vl Commarciad hydroulcs
LR exylinaer {1) @ 10000 mm, Tasmrock
Tilt cxytingar (1) 2 120060 mm, Temrock
Filtngs IS

Pregsune saflings:

Miain relied yabve 14,0 MPa {140 bar)
Buckol 1l B0 MIFm (6 D)
Buckal rol-back 18.0 M2 (18D bar)
ED0im raise 18.0 MPa (180 bar)
Boom lowar 6.0 MPa (60 barj
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Appendix 2 — Preliminary Summary of the Jerusalem Gold Project in
Equador - KC Dodd

Also at: 10th Floor,

63 Alness Street Applecross 256 Adelaide Terrace Perth
Western Australia 6153 Western Australia 6000
Telephone: 6189364 2735 Telephone: 61893259442
Facsimile: 61 89316 1095 Facsimile: 61 89221 1557
Email: efdodd@ozemail.com.au Email: ked@iinet.au

16 January 2006

Mr. Rob Washer
dynasty@uio.satnet.net

Dear Rob,

I am emailing this letter to you together with two likely flow sheets we have been
working on and a plant arrangement for the Jerusalem Project in Ecuador. Also
included are some general notes on which the design has been based.

Whilst it is too early to be able to put reliable detailed capital and operating costs
together, 1 am prepared to suggest the following commercial prediction to give some
idea as to what may be expected.

1. CAPITAL OUTLAY.

The outgoings prior to commencing production are expected to be contained below
US$12,500,000

2. COSTS EXCLUDING MINING OPERATIONS.

These costs are expected to be:
e Ore treatment — up to $12/tonne
e Administration — up to $10/tonne

A PRELIMINARY SUMMARY OF THE JERUSALEM GOLD PROJECT IN
ECUADOR.

The following project assessment is based on mining and treating 250,000 tonnes of ore
per year. This ore will be mined by both open cut and from underground. All ore will
be delivered to the plant site by rear dumpers equivalent to the Volvo Model A-25 or A-
30D.
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The ore deliveries will be discharged into covered storages to allow scope to blend the
ore to allow control of variables such as grade, (gold, silver, zinc, lead and copper) and
the physical nature of the ore (work index etc).

The data regarding the ore sampled at Jerusalem shows that the ore is high grade by any
standards being —

12-14 grams of gold per tonne

100 -150 grams of silver per tonne

2 t0 4 % Zinc as sulphide

0.5t0 1.5% Lead as galena

TEST WORK (metallurgical)

The present assessment of the project has largely been based on the data gathered by
TV X who operated a pilot plant to test the ore in earlier times. The data is not definitive
enough to allow the detailed requirements to show the best method to recover gold,
silver, zinc and lead and samples are currently under investigation to provide more
reliable information on which to base a study.

Attached to these notes are two flow sheets, which have been set out to indicate the
plant requirements up to-

(a) crushing and grinding of the ore.
(b) gravity concentration and flash flotation in the grinding circuit.
(c) cyanidation system to recover gold and some silver by the use of either

1.0 A carbon in pulp technique
or
2.0 A Merril Crowe system

(@) and (b) require test work to allow a clear decision as to which system will be used.

It is yet to be proven but a preliminary flow sheet has been set out on the attached plan
showing what is expected to be used up to the end of the grinding circuit. After the
grinding circuit, alternative systems have and are being studied to recover gold, silver,
lead and zinc from the ore using either:

CIRCUIT A. that provides the following stages:-

0] Gravity in the grinding circuit
(i)  Cyanidation of the ground ore and recovery of gold and silver by use of a
Merril Crowe system.

(iii)  Passing the cyanidation tails to conditioners and in turn through a flotation
section to produce a lead concentrate. This concentrate will be cyanided and
pregnant liquor removed and passed back to the cyanidation plant.
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(iv)  The lead flotation tailings will pass through an additional flotation section to
produce a saleable zinc concentrate.

or
CIRCUIT B. which embodies-

(1 A gravity and flash float system in the grinding circuit.

(i) Passing the ground ore initially through a lead float section to produce a
gold-silver rich lead concentrate, which will be ground fine and cyanided
before leaving the concentrate for sale.

(iii)  Passing the lead flotation tailings through the zinc float section to recover a
saleable concentrate.

(iv)  The zinc float tails will be thickened and subjected to cyanidation and
recovery of gold and silver using a Merril Crowe system.

NOTES AND CALCULATIONS RE FLOW SHEETS

A) Hourly Production.

1. TPA = 250,000 tonnes (rated project capacity)

2. Plant availability 90%

3. TPHr =300,000 = 32 (note allowance made to produce up to 300,000 tpy)
365x24x0.9

B) Crushing

Crush on single shift, 6 days per week
Crushing rate = 300,000 TPDay
52x6
= 962 tonnes per day.
If day shift is 8 hours @ 80% plant availability the crushing rate required

= 150 tonnes per hour.
Use a 42” x 30” jaw crusher

Whilst there will be a proportion of clay-like material in the ore, there will be sufficient
hard competent rock to feed with the clay to ensure efficient crushing.

C) Grinding

It is proposed to provide a SAG mill capable of coping with a potential to meet a
significant increase in plant capacity if required. Therefore a SAG mill suited to
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handling up to say 600,000 tpa is proposed, and will produce ore of optimum size for
feeding ball mills.

4000 [13 1°°
[Wi]

Optimum ball mill feed

Optimum sizing = 3,309 microns if BW; = 19 KWHr/Tonne.

Power for SAG Milling

Using a SAG mill factor of 1.4 the power per tonne to reduce from 80%-125,000
micron to 80%-3309

= 1.4x19 [100 J°° - [ 100 ] Kwhr/Tonne
[ 3309] [125,000 ]

= 26.6 [.1738 -.0283] = 2.87 KWHr per Tonne

Leaching Adsorption & Flotation

The cyanidation system will be set up to allow 24 hours of leaching time requiring
1313M? of tankage. Allow 4 tanks each 330 M? i.e.(7.5 Mdia by 7.5 M high.)

A carbon adsorption section may be established consisting of 6 tanks each 54.74 M*
volume i.e. 4.15 Mdia x 4.5 meters high.

Consideration is also being given to the merits of using a carbon in pulp system o to use
the Merril Crowe system. The merits of both systems will be tested during the
metallurgical laboratory programme now in hand. The high proportion of silver to gold
tends to favour the use of the Merril Crowe system.

After cyanidation, the slurry will be passed to the lead flotation section where the pulp
will be conditioned and diluted to 30% solids and passed through float cells to produce
a gold and silver rich lead concentrate. This concentrate will be cyanided to recover the
gold and silver by washing in cyclones and resulting in the liquid phase passing to the
cyanide section and the remaining lead concentrate dewatered and dried to suit
conditions for sale to a refinery.

The tailings from the lead flotation plant will be conditioned and passed to the
conditioning tank ahead of the zinc float cells.

Until firm results are available, the residence times are allowed at-

51 M® cell volume

Roughers 15 minutes
Scavengers 15  *
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Cleaners 5 « = o« o« “ o ow
Recleaners 15 “ = o« o« “ “

The slurry volume at 30% Solids = 13.57 + 88.67 M*
102.24 M® [Hr

The conditioning time is allowed at 10 minutes requiring 17 M*® mixers, 2.8 Mdia x 2.8
meters high. Initially, the plant general arrangement shows 4 rows of float cells for both
lead and zinc concentration. The concentrates will be dewatered and the high-density
fraction further dewatered by evaporation. OUTOKUMPU in South Africa will advise
on this matter by 15™ January 2006.

An alternative to the above circuitry has been considered and will be tested.
This alternative will embody —

1) The crushing grinding gravity concentration and flash flotation to produce a
concentrate in the grinding circuit.

2) After grinding the slurry will be diluted to 30% solids and passed to the lead
flotation plant that will consist of rougher, scavenger, cleaner and recleaner cells
to produce concentrate rich in lead, gold and silver. This will be reground and
cyanided and dewatered with the pregnant solution going to the clarifier in the
Merril Crowe system.

3) After cyanidation the lead concentrate will be washed, dried and made ready for
bagging for sale via a refinery.

4) The tails from the lead float will pass to the conditioner ahead of the zinc
flotation cells. Here it will be passed through rougher, scavenger, cleaner and
recleaner cells to produce a zinc concentrate for drying sale to a refinery.

5) The tails from the zinc flotation system will be thickened and pass to a cyanide
leaching plant before separation of the pregnant liquor for passage to the Merril
Crowe clarifier and recovery of the silver and gold.

6) After separation the solids will be detoxified and pumped to the tailings dam.

Unfortunately, insufficient data is available as the project is awaiting finalisation of
laboratory testing to design the flow sheet and plant items to establish a clear
understanding of the recovery for each metal in the circuit. This circumstance should be
satisfied by the work in hand in the metallurgical laboratories. At this stage it is
necessary to estimate a range of recoveries which could be achieved in practice. For the
present preliminary assessment the estimated ranges of recoveries are:

Gold 87 - 90%
Silver 68 - 75%
Zinc 65 - 80%
Lead 65 - 80%

Ore such as at the Jerusalem and Zaruma are bodies are to some extent complex and
good metallurgical practice is required to maximise recovery.
The lower recovery estimates have been used in all revenue computations.
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