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PROCEEDTINGS

PRESIDENT KALICKI: Good morning. I see
Counsel for both Parties on the screen, so I believe
we're ready to begin. Let me just double-check.

Claimants, are you ready to begin?

MS. MENAKER: We are.

PRESIDENT KALICKI: Thank vyou.

And for the Respondent?

MS. SANOJA: We are, Madam President.

I just wanted to indicate that Mr. Lipsett
is suffering from an inflamed eye this morning, so he
may need a break. I just wanted to alert the Tribunal
of that. Thank you.

PRESIDENT KALICKI: Thank you for letting me
know. And I will, of course, tell him the same.

All right. Other than that--well, the
normal introduction. I always forget. Day 8 of
Daniel W. Kappes and Kappes, Cassiday &

Associates v. Republic of Guatemala, ICSID Case Number
ARB/18/43. Good morning to all.
Are there any other procedural matters we

need to deal with this morning?
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For the Claimant?

REALTIME STENOGRAPHER: No, thank you.

PRESIDENT KALICKI: Thank vyou.

And for the Respondent, other than as just
noted?

MR. TORTEROLA: No, thank you, Madam
President.

PRESIDENT KALICKI: All right. Thank vyou.
Let us bring back in Mr. Lipsett and Dr. Esteves.

LLOYD LIPSETT AND ANA MARIA ESTEVES,

RESPONDENT'S WITNESSES, CALLED

PRESIDENT KALICKI: Welcome back,
Mr. Lipsett, Dr. Esteves.

Can you see and hear me?

THE WITNESS: (Mr. Lipsett) Yes, we do.

PRESIDENT KALICKI: Excellent. Welcome back
to continue your examination.

Mr. Lipsett, I understand that you're having
an issue with your eye. If you need a break at any
point, just let me know.

THE WITNESS: (Mr. Lipsett) Thank you very
much. It's good for now. Thank you.
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PRESIDENT KALICKI: Okay. Excellent. Well,
in that case, I'll return you to Mr. Pitt's hands.

MR. PITT: Thank you very much, Madam

President.
CROSS-EXAMINATION (Continuing)
BY MR. PITT:
Q. Good morning again, Mr. Lipsett.
A. (Mr. Lipsett) Good morning.
Q. So, Mr. Lipsett, to continue with your

examination, you were a member of the assessment team
for the Marlin Mine assessment; correct?

A. (Mr. Lipsett) That is correct.

Q. And you rely heavily on the Marlin Mine
assessment in your Report--that is to say, you cite it
several times; correct?

A. (Mr. Lipsett) That is correct.

Q. And you referenced it yesterday during your
direct examination; 1is that correct?

A. (Mr. Lipsett) I did.

Q. Okay. Do you now wish to distance yourself
from the findings of that assessment?

A. (Mr. Lipsett) No. But I think the point
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about the Marlin Mine 1is not that a human rights
impact assessment was standard practice or required,
but it is evidence of two things: One, that the
Marlin Mine was a very controversial mine in Guatemala
at the time; and, two, that there was a lot of public
information available about standards of due diligence
and on various social and relevant issues.

Q. Okay. But in your Report--and I'm talking
now about the due diligence and Social License Report
that you submitted in this proceeding.

A. (Mr. Lipsett) Yep.

Q. In Table B, there's an entire table there in
which you quote from the Marlin Mine Assessment, and

then you comment upon the significance of those

quotations. That's correct, isn't it?
A. (Mr. Lipsett) That is correct.
Q. Okay. I'd like to ask you about a statement

that you make in respect to the MARN and the MEM, and
this is on Page 17 of your Report.

FTI, this is PDF Page 20.

Okay. Just to confirm, because I don't
believe I can currently see you, Mr. Lipsett. I want
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to adjust my screens.

Can you see the Report as pulled up by FTI?

A. (Mr. Lipsett) I can, yes.

Q. Okay. So, here on Page 17, you quote the
Marlin Mine Assessment. This is in the middle column,
and you observe that: "Experts and Government

officials agree that both MEM and MARN lack technical
expertise and oversight and regulatory capacity to
oversee mining projects. Both Ministries acknowledge
they do not have sufficient mining expertise among
their staff, and that the number of personnel
currently dedicated to supervising mining operations
is inadequate."
That's correct; right?

A. Yes. Those were findings based on the
interviews conducted for the Marlin Mine Assessment.

Q. Okay. And then to the right, under the
heading "Significance," you state the following: "It
is well known that the Government lacked expertise and
capacity to oversee mining projects"; is that correct?

A. (Mr. Lipsett) Yes. And it goes on to say:

"And, therefore, there would need to be additional due
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diligence by investors in order to develop and operate
a mine responsibly, et cetera."

Yes, I see that.

Q. Okay. Is it your view--do I understand
correctly that it is your view that the MARN and the
MEM are incompetent, lacking expertise and capacity?

A. (Mr. Lipsett) I think in the context of the
Marlin Mine as a first mine after the civil conflict
in Guatemala, that these are new Ministries and that
they lack the technical expertise and regulatory
capacity. They were new things. I don't want to say
they are incompetent, but they did lack capacity and
experience.

Q. Mr. Lipsett, you have discussed in your
Report what was allegedly insufficient due diligence
conducted by Claimants prior to their investment.

Are you aware that other international
companies made substantial investments during the same
time period as Claimants?

A. (Mr. Lipsett) Where? Sorry. Did you say,
did other companies make investments during the same

time period? I'm sure they did. But where are you
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talking about, please?

Q. I'm specifically referring to, Mr. Lipsett,
during the same time period as Claimants in Guatemala
with respect to mining investments.

A. (Mr. Lipsett) I'm not sure of what
other--the other investments to which you're
referring.

Q. Understood. Thank you very much,

Mr. Lipsett.

MR. PITT: At this time, Madam President, I
would like to switch to begin questions for
Dr. Esteves.

PRESIDENT KALICKI: By all means. Let's
just reorient the camera. There we go.

THE WITNESS: (Mr. Lipsett) We will swap.

BY MR. PITT:

Q. Good morning, Dr. Esteves.

A. (Dr. Esteves) Good morning.

Q. Thank you very much for being here.

A. (Dr. Esteves) Thank you.

Q. Dr. Esteves, in the first version of your

Report dated 12 October 2021, you purported to rely
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upon two exhibits. These were CIG-36 and CIG-63; 1is
that right?

A. (Dr. Esteves) Could you show that to me,
please, on the screen?

Q. Sure. If we could pull up the amended
version of the CIG Report, PDF Page 27, I think, would
be sufficient.

So, this is just one example. This is
CIG-36, and we see here the reference at--I believe it
is Footnote 38. So, this would be Page 24 of the
Report, Page 27 of the PDF. Okay.

So, my question was: In the first version
of the Report that you submitted, you relied upon this

exhibit, CIG-36, and another exhibit, CIG-63; is that

right?

PRESIDENT KALICKI: Sorry. I see the
reference to CIG-36 in the footnote. I don't see
CIG-63. I'm sure it is somewhere, but you can't

expect her to memorize--
MR. PITT: Sure.
(Overlapping speakers.)

MR. PITT: FTI, could we also, please, then,
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pull up PDF Page 45? And this 1is Footnote 144 of the

Report. We can just put those side by side.

BY MR. PITT:

Q. And so, here we have a reference to CIG-63.
A. (Dr. Esteves) I'm sorry. Could you—--
Q. If you could blow up those footnotes, FTI,

that would be Footnote 144 and Footnote 38. So,
there's reference to CIG-63 and CIG-36.

I just want to ask you, Dr. Esteves, 1is it
correct that you now seek to rely on an amended report
because you were unable to locate these exhibits, so
you have decided not to rely upon them? Is that
correct?

A. (Dr. Esteves) They have been redlined; that
is correct, and the reason why is--so, I had relied on
these. They were books out of a university library,
and they were not easily available online, and it just
became really difficult to--and this was purely my
fault; I didn't realize we had to produce all of the
secondary sources as exhibits. Otherwise, I wouldn't

have included them.
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They haven't affected my findings in any
way. So, it was Jjust easier, instead of--you know,
having a big textbook scanned, just to take it out.
That's why they have been redlined.

Q. Thank you very much, Dr. Esteves.

Dr. Esteves, on your CV under the heading
"Relevant Consulting Work Undertaken," you note that
you are currently working for the Lundin Foundation as
the local procurement advisor for the Lundin group of
mines in Ecuador, Guatemala, and Argentina; is that
correct?

A. (Dr. Esteves) Correct, although the
Guatemala assignment has been completed.

Q. Okay. Do you have any affiliation with
Bluestone Resources?

A. (Dr. Esteves) Through the Lundin Foundation,
which is the client of CIG, my company, they provide
social program support to Bluestone, and I provided
advice to the Lundin Foundation. So, I think this was
an assignment--it might have taken a couple of
days—--just to peer-review some work that they did.

0. In 2017, Bluestone resources purchased the

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1866

Cerro Blanco Project from Goldcorp; that is the former

owner of the Marlin Mine. Are you aware of this?

A. (Dr. Esteves) No, I was not aware.
Q. Okay.
A. (Dr. Esteves) I was merely asked to look at

a local procurement strategy.

Q. Okay. Do you know if an EIA or an EIA
amendment has been submitted to the MARN, the MEM, or
other Guatemalan Authorities regarding the Cerro
Blanco Project?

A. (Dr. Esteves) When you look at a local
procurement strategy, you don't usually look at an

EIA. So, no, I'm not aware.

Q. Okay. So, you did not work on this EIA?
A. (Dr. Esteves) No.
Q. Do you know if the EIA Application 1is still

pending before the MARN or the MEM?

A. (Dr. Esteves) I do not know.
Q. Okay. Dr. Esteves, in your direct testimony
yesterday, you stated that: "Exmingua did not hire

the necessary competence to avoid harm to

communities," and noted in this regard that:
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"Companies should hire anthropologists."
Do you recall that?

A. (Dr. Esteves) I said that they should hire
anthropologists in early stages of project development
in order to identify Indigenous Peoples.

Q. Are you aware that Exmingua's EIA team from
Grupo Sierra Madre included an anthropologist?

A. (Dr. Esteves) I am aware of that, and my
point is that that anthropologist had no Social Impact
Assessment experience. So, 1t was a different purpose
than identifying Indigenous Peoples, which was my
other point about anthropological analysis.

Q. Okay. You also mentioned blasting yesterday
in your direct testimony, and you expressed concern
that blasting would "create vibrations and noise and
potential damage to houses."

Are you aware that Exmingua did not engage
in any blasting in its operations?

A. (Dr. Esteves) I was offering that as an
example of what I did not see in the EIA as being
assessed.

Q. Is it your view that intrafamily--and this

B&B Reporters
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is quoting from you in the Direct Presentation
yesterday--that: "Intrafamily and interfamily
conflict would be created by giving children T-shirts
and study packages" as part of the education program
that you discussed yesterday?

A. (Dr. Esteves) It is my view, and it's based
on my experience, that when you give benefits to some
people and not others, it creates a division.

Q. Dr. Esteves, in your final slide yesterday,
to make your final observation, you quoted the SMCA
2011 Strategic Plan.

And, FTI, if we could pull up this slide.
It's from the CIG direct, Slide 48.

You quoted from this plan--I'll wait for it
to come up on the screen. And here, it says: '"The
end of the era of easy resources is over. It does not
mean that the resources have run out, but they are in
places that are more difficult to exploit, and,
therefore, the lower law deposits are suitable for
exploitation.”

And yesterday in this regard, you observed

that: "This looks to me to be an active, deliberate
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exploitation of governance gaps"; 1s that right?

A. (Dr. Esteves) That is the way I interpret,
yeah.

Q. Okay. And you also said that: "When you
read this, you saw this is more than a situation where
a company has not done their adequate social
diligence."

Is that also correct?

A. (Dr. Esteves) That is correct.

Q. Just asking you to confirm that that's what
I understood you to say yesterday.

A. (Dr. Esteves) Umm-hmm.

Q. When you made these observations, what did
you mean by this?

A. (Dr. Esteves) So--okay. I made the point
about usually in the project design phase, before the
EIA is submitted with a final Mine Plan, there is
usually a process of conducting early-stage studies to
identify potential governance gaps. So, this was
reflecting the point I was making about companies,
responsible companies thinking beyond compliance.

So, you do a gap analysis to look at how
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social risks are actually covered in the legal and the
institutional framework, and if there are any gaps,
how are you going to try and bridge those gaps? By
supplementary engagement, supplementary studies.

Q. And just what about this quote here on this
screen makes you believe that this is an active,
deliberate exploitation of governance gaps?

A. (Dr. Esteves) Okay. Well, the way I read
the--the lower law deposits; so, to me, that looks
like deposits which are in context of weak governance.
That's how I interpret that.

Q. Okay. Understood, Dr. Esteves.

(Overlapping speakers.)

Q. I understand your point.

Are you aware, Dr. Esteves, this document
was produced in Spanish, and that the English version
of this document is just a translation produced for
the Arbitration?

A. (Dr. Esteves) I am aware.

Q. Okay.

MR. PITT: If we could, FTI, please put up

on the screen the Spanish original of the document.
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And this 1is C-701, and also the English version. If
we could have those side by side. I believe we're
looking at Page 3 of both documents.

It may not be in the bundle. It may be that
we need to pull them up from the exhibits themselves.
If we could zoom in the first couple of lines under
Point E here. So, if you could highlight "Modern

Mining in Guatemala" in the first few lines. Okay.

BY MR. PITT:

Q. So, you see here, Dr. Esteves, that this
reference comes under a heading titled "Modern Mining
in Guatemala"?

A. (Dr. Esteves) Umm-hmm.

Q. Okay. And let me read the term. And I have
to apologize; my Spanish is not perfect, but it says:
"Yacimientos de baja ley." And that appears in the
passage in the Spanish version.

MR. PITT: If we could highlight that, FTI.
THE INTERPRETER: Y-a-c-i-m-i-e.
MR. PITT: 1It's in the middle on the third

line from the top: "Yacimientos de baja ley." Could

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1872

we highlight that in yellow?

That's not necessary. I'll continue with
the questions, but FTI, if you could highlight that,
that would be very helpful.

PRESIDENT KALICKI: FTI, are you following?

ZOOM TECHNICIAN: Apologies. Yes.

MR. PITT: Thank you very much.

BY MR. PITT:
Q. And you see in the English version that you
quoted, this was translated as "lower law deposit"?
A. (Dr. Esteves) Yes.
MR. PITT: Can we highlight the "lower law

deposits," FTI? Okay.

BY MR. PITT:
Q. Now, I understand you're from Portugal, and
I don't know if you know or recognize Spanish, but are
you aware that this term, "yacimientos de baja ley,"
is a technical mining term, and it should be
translated "low-grade deposits"?

A, (Dr. Esteves) I was not aware of that.
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Q. So, this was not at all referring to
exploitation of Guatemalan law or governance gaps; it
was referring to using modern mining techniques to
access low-grade deposits; is that right?

A. (Dr. Esteves) Like I said, I was not aware
of that technical term, and I took the translation
literally.

Q. Understood. Thank you, Dr. Esteves.

So, Dr. Esteves, turning to your Report,
Paragraph 31.

FTI, we can pull that up as well.

You observe here that, in 2008, SLO was

already recognized in the mining industry; is that

right?
A. (Dr. Esteves) Yes, I said that.
Q. Okay.

FTI, if we could take that down and put up
CIG-17, please.

Dr. Esteves, I want to take a look at an
article you cite, and this is in Footnote 23, which 1is
the footnote for which you make the assertion that SLO

was already recognized.
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The title of the article--it is from 2021.
It's called: "Understanding the fundamentals of the
Social License to operate: 1Its evolution, current
state of development and future avenues for research."

Do you see that on the title page?

A. (Dr. Esteves) Yes.

0. Okay. So, 1in essence, what these authors
have done in this article is undertake--and please
correct me if my characterization is incorrect, but I
assume that you were aware of the contents of this
article, since it was cited.

What these authors have done is undertake a
global literature review of all articles published on
the subject to develop--and they quote this in the
report--"to develop an understanding of the
evolutionary stages undergone by SLO," Social License
to Operate, "since 1its inception"; is that correct?

A. (Dr. Esteves) This is one of a number of
articles in the literature that have done a literature
review on Social License, yes.

Q. Okay.

MR. PITT: And, FTI, if we could turn to

B&B Reporters
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Page 2 of the PDF. And the first full paragraph on

the left-hand side, please, i1f we could blow that up.

BY MR. PITT:

Q. In the first line, Dr. Esteves, do you see
here that they observe--and, again, they are writing
in 2021--that SLO is a fairly recent theoretical
construction?

Do you see that?

A. (Dr. Esteves) Yes.

Q. And in the same paragraph--this is towards
the middle--they also observe, don't they, that "SLO
is an emerging concept for many areas" and that "a
better understanding of this phenomenon is an
important research gap to be filled."

Do you see that there?

A. (Dr. Esteves) Yes. And it doesn't surprise
me. Most academic articles have this.

Q. Okay. And on Page 4--

MR. PITT: FTI, if we could turn to PDF
Page 4. The first paragraph, if we could blow up

under Section 3 there on the left--on the right-hand
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side, rather.

BY MR. PITT:

Q. So, these authors, again, observe that "SLO
emerges as a recent phenomenon in the literature,
cited in 1996 for the first time. In technical
bulletins it gains relevance from 2011 when the number
of publications accelerates.”

Do you see that?

A. (Dr. Esteves) Yes.

Q. And do you agree, Dr. Esteves, that SLO is a
fairly recent theoretical construction and a recent
phenomenon?

A. (Dr. Esteves) I would say that the concepts
on which SLO have been based, which is around trust
between projects and communities, have been around for
decades as a field in the literature with
sophisticated measurement models and its own body of
literature. $So, if you were going to think that 1996
is recent, yes, I think it's recent.

Q. Okay. So, Dr. Esteves, your contention, if

I can generalize a bit here in your Report, is that,
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in essence, the concept of a Social License to Operate
was sufficiently recognized in 2008 such that it is
relevant to consider in this proceeding whether
Exmingua obtained and maintained Social License.

Is that a fair characterization?

A. (Dr. Esteves) Okay. So, I used the term
"Social License" because it was used by the Claimants
and the Claimants' Expert Witness. I could have been
talking about trust. So, it's--you know, which has
been around for much longer.

So, whether I use "trust" or "Social
License" or "acceptance," it essentially comes down to
the same thing: Whether people believed that their
concerns and interests were being considered in the
development of this Project.

Q. Okay.

MR. PITT: 1I'd like to take a look at Page 5
of this paper. This is the next page, FTI, that we
have. And if we could blow up the first figure there,

Figure 1.

BY MR. PITT:
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Q. Dr. Esteves, this figures shows, doesn't it,
that, globally, approximately one or two papers a year
were published on the subject of Social License from
1996 until 2008, doesn't it?

A. (Dr. Esteves) Correct. Now, this 1is
referring to academic literature, and not the gray
literature that was--that you find in consulting
reports that were conducted under NDAs that had been
conducted for much longer than this on the topics of
trust. So, I would not rely on this graph, no.

Q. Okay. So, then, we see that only a few
papers a year were published after that until an
increase in 2014, and a rather sharper increase of
publications in 2017.

Is that a correct interpretation of this

graph?
A. (Dr. Esteves) Yes.
Q. Okay.
And, FTI, if we could go down to Figure 2,
please. If we could dispense with Figure 1 and go to

Figure 2 on the same page, and blow Figure 2 up.

Thank you very much.
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If we look at Figure 2, isn't it also
correct that no papers on the subject of Social
License were produced in Guatemala; is that right?

A. (Dr. Esteves) That is right. I'm sorry. I
don't understand the point of the question.

Q. Okay. Would you agree that in 2008 the
concept of a Social License to operate was not well
developed in this literature?

A. (Dr. Esteves) As I mentioned, what was
available and being used by social practitioners in
the mining industry was social monitoring surveys that
looked at the conditions which led to Social License,
as later reported in the academic literature. So,
even though the term may not have been used, the basic
constructs leading to Social License were still being
measured and still were the basis for social
management before 2008.

Q. Okay. Thank you, Dr. Esteves.

In this regard, yesterday, 1if you recall, at
Slide 43, you displayed two Social License models.

And we can pull that up, FTI. This 1is

Slide 43 of the Direct Presentation from yesterday.
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One is published in 2011. The other is published in
2014.

And you stated in this respect that you
"wouldn't hold Exmingua to the Social License models
and metrics because these came later."

Is that a fair characterization of your

testimony yesterday?

A. (Dr. Esteves) Yes.
Q. Okay.
A. (Dr. Esteves) But what I would hold Exmingua

to was the lack of use of basic social survey
methodology, which has been around for decades. So,
it doesn't matter that they weren't using these
metrics. It was basic social science understandings
of how you actually identify people to survey, where
you survey them, who is listening. This was not
there.

For instance, they completely relied on
public meetings, and any social practitioner knows
that you cannot rely on public meetings to really
understand what people understand, peoples'

understanding of how they are affected, how they have
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absorbed the incredibly technical knowledge that has
been just shared with them, and how--okay. So, you
never take completely literally what is being said in
a project disclosure meeting. And a social
scientist--

Q. Doctor Esteves, I have to stop you there.
I'm happy to have Counsel for Respondent ask you
further questions about this on redirect, but as my

time is limited, I need to move on to some more

questions.

A. (Dr. Esteves) Sure. Sure. Sure.

Q. So, you state in your Report, also--and this
is at Paragraph 31. This is the same paragraph we

were looking at before.

You state that "SLO was seen to come about
by the social pressure exerted by local communities to
drive companies beyond legal compliance." That is
what you say there; right?

A. (Dr. Esteves) Yes, I say that there.
Q. Okay. And FTI, this is a continuation of
the same paragraph on the next page.

You also state in this paragraph that SLO
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reflects the perception that compliance with legal
regulations rarely meets societal demands, and, thus,
that SLO was positioned as a complement to legal
licensing.

That's what you say there; right?

A. (Dr. Esteves) Yes. I'm saying that it was
positioned. It wasn't only my view.
Q. Right.

FTI, can we please pull up CIG-14, please.
This is PDF Page 4.

Dr. Esteves, this is an article that was
published by Susan Joyce. So, I don't want to assume
that you're familiar with her but I assume that's
likely the case.

So, if we could pull up PDF Page 14, please,
FTI. And in the right-hand column at the middle of
the first block paragraph--excuse me, the left-hand
column, the middle of the first block paragraph on PDF
Page 4, if we could blow that up.

And here, Susan Joyce states that "Social
License to operate 1s a license which cannot be

provided by civil authorities, by political
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structures, or even by the legal system. Most
importantly"--I'm skipping over a bit here--"it cannot
be claimed as a product of an internal corporate
process such as an audit of company practices."

That's what it says here. I want to ask,
Dr. Esteves, do you agree with Susan Joyce that Social
License to operate cannot be provided by civil
authorities, by political structures, or even by the
legal system?

A. (Dr. Esteves) Yes, I agree.
Q. Okay. Now, FTI, if we could please move on.
I would like to pull up CIG-25, please.

Dr. Esteves, this is an article
from--drafted by Dr. Boutilier in 2021. The title of
this article is "From Metaphor to Political Spin:
Understanding Criticisms of Social License."

So, at PDF Page 2--

FTI, if we could bring this up.

--Dr. Boutilier observes that there 1is
disagreement about what the Social License even means.

And, FTI, this is under Bullet 2.

Where it says "who grants it to whom," it
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says, "There is disagreement about what the Social
License means," and it also continues, "and even
whether it exists.”

Do you see that?

A. (Dr. Esteves) Yes.

Q. Okay. Do you agree with this
characterization that there is disagreement about what
the Social License means or about whether it exists?

A. (Dr. Esteves) I'm sorry. You're asking me
if I agree that there is disagreement?

Q. Correct. Yes. I'm asking you to comment
upon an observation made by another scholar which you
cited to in your Report, and I'm just curious your
view as to whether or not there is disagreement about
what it means, the term, and also whether or not the
concept even exists.

A. (Dr. Esteves) This is not my view. I think
there is fairly strong consensus that you know when
you don't have Social License.

Q. Understood, Dr. Esteves. Thank you.

And if we could go to Page 3 of the same

PDF, please, FTI.
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And under 2.2.1, levels of Grantors, the
second full paragraph, 1t states here, Dr. Esteves,
that "In larger communities, the emergence of a
consensus Social License level is less probable."

It's about halfway down, FTI.

"In larger communities the emergence of a
consensus Social License level is less probable."

Do you agree with this assertion
Dr. Esteves?

A. (Dr. Esteves) I have difficulty in
responding to this, really. I see difficulty in
consensus, even in smaller communities. Okay. So,
this is why it is really important not to treat
communities as a homogenous entity but to look at
groups within communities, so people who have
different vulnerabilities to impacts.

This is why the impact assessment is so

important, to understand who is going to be most

1885

vulnerable and how they believe they will be affected,

and how they will cope.
0. Thank you, Dr. Esteves.

FTI, further down on the same page, 1f we
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could blow up the paragraph under 2.2.2.

And here I want to ask, Dr. Esteves, if you
agree with Dr.--

And, FTI, it does continue onto the next
column.

I just want to ask, Dr. Esteves, if you
agree with Dr. Boutilier, that "In the extractive
industries, the sociopolitical conflict that gets the
most media attention"--excuse me--"the most media
coverage 1is between a company and local stakeholders,
but that more recent studies have begun to recognize
that Government, too, has an important role to play in
determining the level of Social License an activity
receives."

Do you agree with this assertion of
Dr. Boutilier?

A. (Dr. Esteves) Okay. So, this a good
example, actually, that proves my point. He refers to
the case study in Greenland where a colleague of mine
worked. And there we found that, okay, there was the
regulatory requirement for involving communities, but
it wasn't going to be enough. $So, here, we--I'm
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speaking on behalf of my colleague--ended up having
small focus groups in people's houses to understand
how they would be affected by this oil and gas. So,
they went over and above, and this was supported by
the Government. It was--you know, the Government
encouraged this.

So, this is where I see that having a
Government who is aware of how to best capture the
voice of people in impact assessments and that might
need different engagement mechanisms and supports,
that, yes, Government has a role to play in Social
License.

Q. Okay. And so, this is the same paragraph.
This is at the very end.

I want to know, Dr. Esteves, if you agree
with Dr. Boutilier's observation that "When the
Government fails to foster trust in its regulatory
activity related to legal licenses, 1t negatively
affects the Social License."

If--FTI, if you could highlight that.
That's just the final bit. Yeah.

So, Dr. Esteves, do you agree with this
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assertion of Dr. Boutilier?

A. (Dr. Esteves) I would say that the
Government's support for the conditions that foster
Social License 1s one of a number of conditions.

Q. Okay. So, if we could, FTI, go down to the
next paragraph and blow up the paragraph that begins
with "Thornton et al."

And I want to know, Dr. Esteves, if you
agree with the statement made here that "Often the
Government must get involved and engage stakeholders
for the company in order for the Social License or

associated project to be able to get a Social

License."
Do you agree with that?
A. (Dr. Esteves) I'm sorry. It hasn't been
highlighted.
Q. There we go.

So, the statement is being made here that
the Government must get involved and engage
stakeholders for the Company in order for the company
or associlated project to be able to get a Social

License.
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Do you agree with this assertion?

A. (Dr. Esteves) I'm sorry. This is a quote of
someone called Costanza. I haven't looked at this.
And this is too strong a statement for me to say I
agree with that, you know, looking at the facts.

Q. Are you familiar with the literature, who
Dr. Costanza 1is, 1n writing in 20162 Are you familiar

with that article?

A. (Dr. Esteves) No. I have not read that
article.
Q. Okay. So, Dr. Esteves, in Paragraph 54 of

your Report, you state the following.

If we could blow that up on the screen, FTI.
This 1is Paragraph 54 of the Report.

So, you say here that "It has not been
possible for me to validate the Claims that SLO was
ever obtained by Exmingua or the Progreso VII Project.
I attribute this to the lack of reliable data emerging
from the application of sound social science methods
to enable the following basic questions to be
answered." And you continue. "To what extent did

affected communities accept the Project? Did
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communities think the Project was harmful or
beneficial? And how did this change over time?"

Is that right?

A. (Dr. Esteves) I wrote that, yes.
0. And I don't think we need to turn to this
for purposes of these questions. But in

Paragraph 117--this is the final paragraph of your
report—--you echo this conclusion and you say there
that there is no sound basis for the Claimants'
assertions that Social License was obtained.

So, I want to ask you, Dr. Esteves, what you
are saying here in Paragraph 54 of your
Report--right?--is that you cannot answer the
following basic questions, these questions being: To
what extent did affected communities accept the
Project? Did communities think the Project was
harmful or beneficial? And how did that--how did this
change over time? You're saying you cannot answer
those questions; right?

A. I'm saying that there was no reliable
methodology based on sound basic survey, social

survey, so who was representative of the community,
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how people were interviewed, and were they--yeah. Who
was conducting the interviewing. I think I mentioned
some of those things in my presentation yesterday. It
was just unreliable methodology.

Q. Okay. So, therefore, you don't draw any
conclusion on the issue of whether a Social License
was or was not obtained or maintained. Rather, your
view 1s that "It is not possible to determine whether
a Social License was obtained"; is that correct?

A. (Dr. Esteves) Not strictly correct because I
then turn to--well, were there other conditions that
were in place that would have enabled or detracted
from Social License being benefited, being achieved,
sorry. And that's why I looked at the "do no harm,
equitable benefits, respect for rights, people being
treated fairly." That's why I turned to those
behaviors of the Company based on self-reporting, to
see if the conditions contributing to social license
were existing or not. And on that basis--not on the
surveys, 1t's on that basis that I concluded they
didn't have Social License.

Q. But, Dr. Esteves, in your Report, you don't
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say that, do you? You say that there is a lack of
reliable data emerging from the application of sound
social science methods to enable basic questions to be
answered as to whether or not you can validate the
claims that SLO was ever obtained. That is what you
say 1in your Report; right?

A. (Dr. Esteves) I think I go on to say--to
Justify why Social License could not have been
possible. So, here I'm mainly saying there isn't the
data for me to validate the claims based on their
surveys. But on my reading of their plans and of
their reports and their communications, I could see
that there were behaviors that were detracting from
the possibility of Social License being achieved.

Q. So, 1in essence, what you're saying,

Dr. Esteves, 1is that there's a lack of reliable data
from social science methods to enable basic questions
about Social License to be answered, but that you are
able to engage in a review of other information and
make that determination?

A. (Dr. Esteves) Yes, because there are ample

literature saying what conditions are required for

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1893

Social License and acceptance.

0. Thank you, Dr. Esteves.

You also state in your Report that Exmingua
took a desktop-only approach, and that before 2014, it
is unclear what programs or benefits were delivered to
communities in the villages identified by the EIA as
the direct area of influence. Is that a fair
characterization?

A. (Dr. Esteves) Sorry. Where are you
referring to?

Q. So, in Paragraph 63, you refer to Exmingua's
"desktop-only approach," and in Paragraph 99 you say
specifically that, "Before 2015, it is unclear what
programs or benefits were delivered to communities in
the villages identified by the EIA as the direct area
of influence."

A. (Dr. Esteves) Okay. Could they be brought
up, please?

Q. Sure.

FTI, this was Paragraph 63 and Paragraph 99.

A. (Dr. Esteves) Umm-hmm.

Q. So, the quote about 2015 is in the top, and
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the quote about desktop-only exercises is in the
second line of Paragraph 63.
Do you see that?

A. (Dr. Esteves) Umm-hmm. Yeah.

Q. Okay. Now, Dr. Esteves, when you expressed
this view in your Report, were you aware that, prior
to beginning operations, Exmingua organized meetings
between Exmingua representatives and COCODE
representatives?

A. (Dr. Esteves) Sorry. Which comment are you
referring to? At 63 or 997

Q. Well, in this regard, I would refer to the
assertion that Exmingua was engaged in desktop-only
approaches.

A. (Dr. Esteves) Here I was talking about
the--so, a social context analysis 1s usually done
pre-EIA phase, and during prefeasibility--different
companies call it different things--and it's about
understanding what are the contextual
vulnerabilities--for instance, is there a history of
conflict-- and that gets used to scope a Social Impact

Assessment. Whether it's part of the regulatory
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assessment or a deep-dive, separate supplementary
assessment.

So, here I'm specifically talking about
early stage, pre-EIA, conducting a social context
analysis. And I'm contrasting what is needed to what
I read in the baseline section of the EIA, which was
just descriptive social demographics. I didn't see
any indicators that would allow to assess impacts.
That's the point I'm making there.

Q. And what do you mean, Dr. Esteves, when you
say "desktop-only exercises"?

A. (Dr. Esteves) So, I saw a lot of census
data, review of secondary data. And so, it was, yeah,
that's what I was referring to.

Q. Okay. Is it your view that Exmingua engaged
in, or its social consultants engaged in desktop-only
approaches to the communities during and after the EIA
process?

A. (Dr. Esteves) Oh, no. That is not what I'm
saying there.

Q. Okay.

A. (Dr. Esteves) I'm referring to the baseline
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section. And I would not rely, as I mentioned, on
what was said in those community meetings as reliable
sources of data to inform a social impact assessment.
You need to do a lot more validation, triangulation,
yeah, much more in-depth engagement.

Q. Okay. Now, Dr. Esteves, you said you were
not saying that Exmingua or its social consultants
engaged in desktop-only approaches to the communities.
Why do you say that it isn't the case that they were
engaged 1n desktop-only exercises? What 1s the basis
for that assertion?

A. (Dr. Esteves) I'm sorry. I didn't
understand your question.

Q. I'll rephrase the gquestion, Dr. Esteves.

You said that you were not saying that
during the EIA process, or after, Exmingua engaged in
desktop-only exercises. I just want to ask you, why
is that your view?

A. (Dr. Esteves) I'm clarifying what was said
in this Paragraph 63. In that, I was talking about,
here, desktop-only exercises as per the baseline in

the EIA.
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Q. I'm not asking you specifically anymore
about Paragraph 63, Dr. Esteves.

A. (Dr. Esteves) Yes.

Q. I'm asking you about the statement you just
made, and that is that Exmingua did not engage in
desktop-only exercises during the EIA and afterwards.
I just want to know--well, I don't want to
characterize your statement, but you said it was not
the case that Exmingua was engaged in desktop-only
exercises—-—

(Overlapping speakers.)

(Interruption.)

MR. PITT: My apologies. I will just
rephrase the question for the clarity of the
Transcript.

BY MR. PITT:

Q. So, Dr. Esteves, I'm no longer talking about
Paragraph 63. I'm talking about what you've just said
with respect to desktop-only exercises. And your
characterization was that Exmingua, during the EIA
process and afterwards, was not engaged 1in
desktop-only exercises. I'm wondering what is it that
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you have seen that leads you to that conclusion?

A. (Dr. Esteves) Like I said, I was referring
to desktop-only exercises to inform the baseline. And
the point I want to make is that there were meetings
held. Clearly, there were not only desktop exercises.

0. Umm-hmm.

A. (Dr. Esteves) What I'm saying is, those
meetings were unreliable as the only source of data to
inform, number one, an impact assessment, and number
two, a community-needs assessment to inform the social
investment program. I can elaborate why, 1f you would
like me to.

Q. Okay. Thank you very much, Dr. Esteves.

Dr. Esteves, if I could refer you to
Paragraph 112 of your Report.

If we could pull that up on the screen,
please, FTI.

So, you say here, Dr. Esteves, that the
Claimants held "Hot Dog Parties" and mine induction
events and sponsored community fairs and celebrations,
improvements to football fields, and support for

funerals in the direct area of influence. And then you
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go on to say that such activities are fairly common in
the mining industry and are a legitimate part of
social performance activities and even justified by
social identity theory in the field of social
psychology."

So, I just want to be correct; are you
confirming that these social engagement efforts are
Justified and legitimate?

A. (Dr. Esteves) So, What they are really good
at, when done well, 1is about breaking down "us versus
them" characterizations and building relationships
and, you know, the mine and its workers being part of
the community. The way SMCA and Exmingua ran them did
not do that, did not, because people were invited and
asked to commit "do you support or not support"?

They were given T-shirts saying "we
support." Those who didn't have T-shirts did not
support. They were being given hot dogs and being
asked to complete surveys, "do you support or not
support?"

And in--you would have seen in my

presentation yesterday that specific villages and
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specific groups were being targeted with benefits
because they supported.

Q. Okay.

A. (Dr. Esteves) So, this actually fuels "us
versus them."

Q. So, Dr. Esteves, you state in your Report
that--and this is Paragraph 103--that "Exmingua's
social investments were more directed towards gaining
short-term support for the Project than to providing
long-lasting benefits for affected communities."

Do you see that?

A. (Dr. Esteves) Yes.

Q. We can pull it up on the screen.

A. (Dr. Esteves) I don't see it, but I remember
it.

Q. Okay. But would you agree that in the

communities around the Progreso VII Project, there
were no hospitals; people were struggling to access
basic medical care; there were few schools for the
children; the roads were poor; and the communities'
infrastructure had severe issues. Would you agree

with that characterization of the community around the
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mining project?

A. (Dr. Esteves) I'm not saying that
communities were not in need and there were not
benefits. My point there was to say that, in what I
saw in the documentation, firstly, how the needs were
identified were through a couple of meetings that
looked like there were three people at each meeting, a
community leader, a leader of the COCODE. $So, when
you evaluate social investments done by mining, you
look at who decides and who benefits and who is
distributing because these programs--

Q. I think I'll stop you there, Dr. Esteves,
because I have limited time and a few more gquestions
for you, if that's okay.

A. (Dr. Esteves) Sure. No problem.

Q. And so, returning to your statement that you
observed that--if you recall, we put this up on the
screen before. You said "Before 2015, it is unclear
what programs or benefits were delivered to the
communities."

Were you aware that in 2012 alone,
Exmingua--
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And if we could, FTI, pull up C-0707.

So, I'll just pause for a moment,
Dr. Esteves, and I want to ask you a few gquestions
about this document.

So, if we could turn to Page 2, PDF Page 2.
Actually, we'll just pause for a moment. This 1is an

SMCA Report--do you see that?--on community

activities.

A. (Dr. Esteves) Umm-hmm.

Q. Okay. If you go to Page 2, please. This 1is
from 2012.

So, when you observed that "Before 2015 it
is unclear what programs or benefits were delivered to
the communities," had you seen this particular bullet
point here on Page 2 that says: "Treatment for over
1,000 patients at the health clinic had been given for
issues such as renal problems, arterial hypertension,
diabetes, and arthritis."™ And it continues,
"respiratory tract problems caused by virus and
bacteria, intestinal diseases such as acute diarrheal
syndrome, parasitism, and malnutrition." Had you seen

this before?
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A. (Dr. Esteves) Yes. What was unclear is the
methodology by which these programs were identified.

Q. Okay. And to ask you, FTI, if you could
blow up the dental care bullet, please.

It says: "Dental care had been provided for
9"--this is Point B. "Dental care had been provided
for 920 patients at a Dental Clinic in La Cholerfia
village." Had you seen this bullet point before
making your observation that was it was unclear what
benefits were delivered?

A. (Dr. Esteves) Like I said, I was talking
about--

Q. Dr. Esteves, in this situation, I think a
yes—-or-no answer 1is likely sufficient.

Had you seen this bullet point before making
your observation? Had you seen this bullet point
before preparing your Report?

A. (Dr. Esteves) I saw this bullet point, and I
didn't see what sustainability was actually built into
this program because--

(Overlapping speakers.)

Q. I have to stop you there, Dr. Esteves.
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MS. SANOJA: Objection. Let the Expert
finish explaining why.

PRESIDENT KALICKI: Okay. So, yes, please
finish, but in short wversion, Dr. Esteves.

THE WITNESS: (Dr. Esteves) Okay. Thank
you, Madam President.

One of the key things in a methodology is
looking at sustainability beyond the project support.
And what I could see were a number of ad hoc
short-term projects that would be terminated, and in
the end, they were terminated. And that dependency it
creates in communities on health services, other
infrastructures, support, can actually be quite
damaging. You know, what if someone was in the middle
of having some long-term dental treatment and suddenly
the program stopped? Would they have to, then, out of
their own pocket, have to carry on, finally? That's
why you think about sustainability and, you
know--yeah. That's all I have to say there.

BY MR. PITT:

Q. Okay. I suppose I'll just ask you a couple

more questions about this document, Dr. Esteves.
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FTI, if you could please go to C-707 at
Page 3. This is bullet points (h) and (1i).

To ask one more time, before preparing your
Report and making the comment that you did, that it
was unclear what programs or benefits were delivered,
had you seen these bullet points where it is observed
that Exmingua organized a Medical Day and an
Ophthalmology Day, which included services from
specialists in internal medicine, pediatrics,
gynecology, general medicine, ultrasound, treating 120
people, and an Ophthalmology Day in which another 110
patients were treated? Had you seen that before?

A. (Dr. Esteves) Yes. My same conclusion
applies, and--yeah.

Q. And these programs, are you aware of whether
or not they were shut down because of the termination
or, rather, the suspension of the mining project?

A. (Dr. Esteves) I don't know, and it's
irrelevant because, you know, this is what happens
with mining. It goes through cycles. It goes through
different project phases. You know, projects end.

And that's why mining's social investments, good
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practice is designing with an exit strategy. I didn't
see that here.

Q. Okay. Are you aware whether or not Exmingua
provided any support in the form of, say, bridge

repalr or repalir to homes?

A. (Dr. Esteves) I do remember that.
Q. Umm-hmm.

A. (Dr. Esteves) Umm-hmm.

Q. Okay. So, at Paragraph 106 of your

Report--well, actually, Dr. Esteves, if I could stop.
This Report, this was an SMCA Report. We talked about
a few of the things that this Report entails.
Do you stand by your statement yesterday
that these works were carried out by a
divide-and-conquer propaganda machine?
A. (Dr. Esteves) Absolutely.
Q. Okay. So, Paragraph 106 of your Report,
Dr. Esteves, you state that you disagree--
And we can pull this up as well.
You disagree that "It was the neighbors
themselves who identified the type of support and

social investment to be made by Exmingua."
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Do you see that?

A. (Dr. Esteves) Yes.
Q. So, if we can blow that up.
It says: "I disagree with the Claimants'

Social Management Expert that Exmingua's social
programs were defined in conjunction with the
communities, that is, it was the neighbors themselves
who identified the type of support."

So, you're disagreeing with this statement
that it was the neighbors themselves who identified
the type of support; is that right?

A. (Dr. Esteves) I didn't see evidence of a
needs assessment that was participatory with
representative--representation of community groups in
identifying those. I saw a couple of meetings here
and there with unnamed people said to be a community
leader.

Q. Okay. But, Dr. Esteves, you say here that
you disagree that it was the neighbors themselves who
identified the type of support. I think that's--1I
mean, can you confirm that for me, that's what you're

saying here, that you are disagreeing that it was the
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neighbors themselves who identified the type of
support? I think a "yes" or "no" would suffice. I
don't want to put words in your mouth, but I think
it's a yes-or-no question, quite frankly.

A. (Dr. Esteves) I would evaluate in
conjunction with the communities. I would apply a
different standard to what the Social Management
Expert for the Claimant would. So, therefore, I
disagree because I have a different standard for what
that methodology would be.

Q. Okay. FTI, could we please pull up
Claimants' Exhibit 0527, please.

Dr. Esteves, when this comes up, you'll see
on the first page this is a Consolidated Report on
Social Responsibility from July to December 2014.

Do you see that there?

A. (Dr. Esteves) Yes.

Q. Okay. So, when making the Statement that we
were Jjust looking at, were you aware--and this is on
Page 5, FTI, if we could pull up PDF Page 5. And in
the--the line that begins with "community leaders,"

can you blow up that paragraph, please, FTI.
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So, when you made the observation that you
made that, I'm paraphrasing here, that the communities
themselves were not identifying the needs that they
had, were you aware that there was a series of
biweekly meetings held with community leaders and
representatives? Were you aware of that?

A. (Dr. Esteves) Yes, although I did not see
evidence of minutes and who they were.

Q. Okay. And if we could turn to Page 3--

A. (Dr. Esteves) And I'm sorry. If I can
elaborate, I didn't see what the purpose of those
meetings were.

Q. Okay. If we could turn, please, FTI, to
Page 3. Were you also aware when you made the
Statements that you made before that--and FTI, if you
could blow up the part that begins with "about 15
meetings" and goes to the very end of those bullets,
if you could blow that up. And there is actually one
more bullet on the next page as well.

So, when you made the Statements that you
made that the communities were not necessarily--again,

paraphrasing--defining their needs, were you aware
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that Exmingua "determined, together with the
community," that the main social needs were roads,
basic housing, health support, services such as
drains, piping, earthworks and education, I just want
to ask you, Dr. Esteves, these needs, these needs
relate to the programs that we just discussed in the
SMCA Report; isn't that right? Roads, housing, health
support, and education?

A. (Dr. Esteves) Yes. May I ask you about the
15 meetings? The--

Q. Dr. Esteves, this is not the appropriate
time for you to ask Counsel questions.

A. (Dr. Esteves) Okay. Sure.

Q. I would certainly invite the Counsel for
Respondent to follow up on these, these questions?

A. (Dr. Esteves) Okay. I'm sorry, I'll
rephrase that. The so-called "15 meetings" which were
used to identify these priorities were questionable in
terms of really representing the community, and being
a proper needs assessment, and--yeah. So, this is
what I would call a "shopping list approach" to coming

up with needs. You have couple of meetings, and there
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is--might be three people at each meeting and, yeah,
this is not needs assessment.

Q. Okay. FTI, if we could please turn to PDF
Page 5 one more time, please.

And if you could blow up, FTI, on PDF
Page 5, the paragraph that begins with "motivational
and social awareness talks" started.

So, it says here that social awareness talks
took place so the Parties could get to know each
other, and it continues that "this type of outreach
led to more spontaneous invitations from the residents
and an agreement to begin the process for the donation
of roofing sheets as per the community's requests and
Agreement."

Now, I want to ask you, Dr. Esteves, in your
experience, is it a good sign for community relations
if there are spontaneous invitations from residents to

the Company involved?

A. (Dr. Esteves) Not really. If it's asking
for goodies. It shows an unhealthy dependence. This
is not a development-assisted organization. This is a

mine.
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Q. And would you characterize the programs we
talked about, the education programs, the health

programs, infrastructure support as "goodies"?

A. (Dr. Esteves) It's another way of saying
"benefits."
Q. Okay.

MR. PITT: Madam President, I have no
further questions for either Mr. Lipsett or
Dr. Esteves. Thank you very much.

THE WITNESS: (Dr. Esteves) Thank you.

PRESIDENT KALICKI: Thank you. Let me ask
the Respondents for redirect. Sorry. Yes. Let me
ask the Respondents.

I would be normally suggesting a 10-minute
break sometime in the next 10 or 15 minutes or so. Do
you want to--I don't know how much redirect you have.
If you think you have 15 minutes or less, we might as
well finish this Witness, so during the break we can
be setting up the next, but if you have more extensive
redirect, then we can take the break now.

MS. SANOJA: Madam President, if you just

can give me a moment to confer with the team.
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PRESIDENT KALICKI: Sure.

(Pause.)

MS. SANOJA: Madam President, we'll go ahead
with the redirect right now.

PRESIDENT KALICKI: Okay.

REDIRECT EXAMINATION
BY MS. SANOJA:
Q. I'm going to start with Mr. Lipsett.

If you recall yesterday you were asked--or
you were read CIG-6, if FTI could just pull that up.
Tt was Paragraph 6 of that document.

So, Mr. Lipsett, do you recall seeing this

yesterday?
A. (Mr. Lipsett) Yes, I do.
Q. Did you see in any of the documentation you

reviewed any indication that this position, or the
implications of this position were considered as part
of Claimants' due diligence process?

A. (Mr. Lipsett) No, I did not.

Q. If we could also go to, FTI, C-839, Page 10.
And if we could go to Article 26.

Mr. Lipsett, do you recall being shown this
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Article yesterday during your cross—examination?

A. (Mr. Lipsett) I do.

Q. Now, let me ask you a hypothetical regarding
Article 26.

If there are Consultations with these
development councils, and there is no indication of
Indigenous representation on those councils, would
consulting with those councils comply with Article 6
of ILO 1697

A. (Mr. Lipsett) I don't think so, because the
purpose of ILO 169 is to consult with the legitimate
representatives of Indigenous Peoples, and good
practice would be to even go beyond just the
representatives and consult with various subgroups
within the Indigenous Communities, such as elders,
women, youth, and so on.

Q. Thank you. My next question is to
Dr. Esteves.

Dr. Esteves, you were asked about your last
slide where you reference a quote from C-701.

Do you recall?

A, (Dr. Esteves) Yes.
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Q. Now, in your review of the documents, did
you see any indications that Claimants were adequately
addressing governing gaps 1in their approach to social
issues?

A. (Dr. Esteves) No.

MS. SANOJA: No further questions. Thank
you, Madam President.

PRESIDENT KALICKI: Thank you very much.

Mr. Townsend, any questions?

ARBITRATOR TOWNSEND: No, thank you.

PRESIDENT KALICKI: Professor Douglas?

ARBITRATOR DOUGLAS: No, none, for me.

PRESIDENT KALICKI: Thank vyou.

I have just one area of questioning, and I
think this i1s probably before Dr. Esteves.

QUESTIONS FROM THE TRIBUNAL

PRESIDENT KALICKI: As I understood some of
your comments, you seem to be drawing a distinction
between meetings with local community members before
an Environmental Impact Assessment is completed,
presumably to help identify community concerns about

impacts and then build them into Project design,
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versus meetings with community members afterwards
which, in your view, I think you said, would be
largely about selling to the local community a Project
whose design has already been determined.

First, is that a useful distinction instead
of before and after distinction?

THE WITNESS: (Dr. Esteves) Yes. The one 1is
to inform the design and the other is just to--okay,
this is the final plan, and we're disclosing
information on it.

PRESIDENT KALICKI: Okay. And I'm not
trying to turn you into a factual witness here. The
record is whatever it is, and I can go back and check,
but at least to the extent of your recollection, or to
the extent you built into your analysis, what was the
nature of the consultations or community meetings that
occurred before May 31, 2010, which was the date of
the EIA?

We've had a lot of examination of about
2012, 2014, and so forth, but what, if anything, do
you recall about community consultations before the

EIA was prepared?
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A. (Dr. Esteves) I didn't see evidence of that
there was consultation. All I saw was those, the
meetings at which where the Mine Plan would have been
presented, and at the same meetings, so-called "focus
groups" were held where questions were asked about
what people thought. And those are ineffective
mechanisms by which to capture people's concerns
because they are very technical.

It takes a lot of brainpower. And when
people speak up in these public meetings, they're
usually influenced by who is listening, how empowered
they feel, you know, how much brainpower it takes.
So, that's why you need to have the validation. You
don't just rely on those.

PRESIDENT KALICKI: Putting aside for a
moment your criticism about the mechanisms used during
those meetings, the meetings you're describing, which
there was a presentation and then focus groups, those
were before May 2010, as you recall? Or after? I can
check this independently. Only if you might recall.

THE WITNESS: (Dr. Esteves) I can't recall

the exact month. I'm sorry.
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PRESIDENT KALICKI: That's all right. I can
check this independently.

All right, let me ask, Mr. Pitt, any
questions arising from my questions?

MR. PITT: No, Madam President, no further
questions arising from your questions.

PRESIDENT KALICKI: Thank vyou.

And, Ms. Sanoja, any further questions?

MS. SANOJA: No, Madam President, thank you.

PRESIDENT KALICKI: All right. Thank you
both to Dr. Esteves and Mr. Lipsett for your
assistance, which has been most helpful to the
Tribunal. We are grateful, and you are now excused.

MS. SANOJA: Thank you very much.

THE WITNESS: (Mr. Lipsett) Thank you, Madam
President.

(Witnesses step down.)

PRESIDENT KALICKI: All right. Counsel, let
us take our 10-minute break now, and during that, I
assume Ms. Liquez 1is now availlable and we will go to
her once she's set up by FTI; is that correct?

MR. TORTEROLA: Madam President, vyes,
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Ms. Liquez 1is available.

PRESIDENT KALICKI: Okay. All right. SO,
FTI will work to get that set up, and why don't we
return then, I guess, it would be about 32 minutes
after the hour, give or take.

(Brief recess.)

PRESIDENT KALICKI: Good morning,
Ms. Liquez.

I just want to check: Do we have all
Counsel back?

Who do we have for the Respondent there?
You are labeled "Katherine Sanoja," and I know you are
not she.

MR. SMITH: ©No, I am not. I am Quinn Smith.

PRESIDENT KALICKI: Of course. And we have
Ms. Menaker.

Mr. Smith, apologies. I know your face, but
for the record, I wanted that identified.

KARLA LIQUEZ, RESPONDENT'S WITNESS, CALLED

PRESIDENT KALICKI: Ms. Liquez, can you hear

me and see me appropriately?

THE WITNESS: Yes, Madam President, I can
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hear you well, and I can see you well, and I can see
all the Members of the Tribunal as well. Thank you.

PRESIDENT KALICKI: Thank vyou.

Well, welcome. Thank you for joining us.

I understand you are recovering from a bout
of COVID. My sympathies are with you, and if you need
a break for water or anything, of course let us know.

So, I Jjust have some brief introduction
remarks, directions, for you. You may have heard me
give these to other Witnesses.

But please try to speak slowly; try to avoid
overlaps in speech between yourself and others; and,
if you don't understand the question, please let me
know.

If you do understand the gquestion, please
try to answer it concisely, 1f you can. If it's a
yes—-or-no question and it's capable of being answered
with a "yes" or "no," that's all that is needed. If
you need to provide clarification, we understand, but
please try to keep that short.

And i1f you need a break for any reason,

please let me know.
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Do you understand those instructions?

THE WITNESS: I understand them, Madam

President.

PRESIDENT KALICKI: Thank vyou.

Could Ms. Liquez be shown the Fact Witness
Declaration?

You'll see on the screen a Witness
Declaration. Could you please read this into the
record?

THE WITNESS: I solemnly declare, upon my
honor and conscience, that I shall speak the truth,
the whole truth, and nothing but the truth.

PRESIDENT KALICKI: Thank vyou.

And, in addition, can you affirm that during
the course of your examination, you will neither
receive nor provide communications of any sort?

THE WITNESS: I do affirm that, Madam
President.

PRESIDENT KALICKI: Thank vyou.

And can you confirm that you have not read
the Transcripts of the Hearing, nor attended or

watched a recording of any of the Witness testimony
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before you?

THE WITNESS: I confirm, Madam President,
that I have not read any of that, and I have not seen
that, either.

PRESIDENT KALICKI: Thank you. And,
finally, other than your written Witness Statement,
which you are permitted to have with you, do you have
any other papers on the desk in front of you?

THE WITNESS: I do not, Madam President.
Just my statement.

PRESIDENT KALICKI: All right. Thank you
very much.

I turn you, then, over to Mr. Smith for some
introductory questions.

MR. SMITH: Thank you very much, Ms. Liquez.

DIRECT EXAMINATION

BY MR. SMITH:

Q. Can you confirm that your Statement is
correct?
A. Yes, Mr. Smith. I just wanted to correct

something at Paragraph 3--rather, Paragraph 2.

There, it says that I participated at the
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meetings, and it says "June 2021."

The correct thing would be "January 2020."

0. Thank you, Ms. Liquez.

What are your functions? What is your role?

A. I am the Legal Advisor of the Department of
Trade Defense of the Directorate of Administration of
Foreign Trade in the Ministry of the Economy.

The activities that I have are to provide
advice to the Ministry of Economy of the Republic of
Guatemala in connection with investment arbitrations
and all processes that have to do with providing the
trade defense.

Q. In your experience, what i1s the relationship
between the Government agencies in Guatemala, or among
the Government agencies in Guatemala?

A. Each of the Government agencies has
different roles assigned to them by the law, and they
coordinate and cooperate with each other. If one of
the agencies requires information in this framework of
cooperation, that information is provided to the
agency requesting it. That is the way that we work.

We, of course, respect the powers and attributions of
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each one of the agencies.

Q. What are the powers that the Ministry has
vis—-a-vis the other Government agencies?

A. There is no power, because it cannot
exercise any power over other agencies.

The State is made up by a number of
agencies, and each one of these has specific functions
assigned to it by the law. In this case, the Ministry
of Economy, the only thing it can do is to start its
functions in connection with the law of the Executive
Branch of Government, and it has to do with
administering the Free Trade and Investment
Agreements.

So, it can also ask for information and
cooperation in the framework of the specific functions
that the Ministry has. And, of course, this is
binding in this Arbitration.

MR. SMITH: I have no further questions,
Madam President.

(Comments off microphone.)

PRESIDENT KALICKI: Ms. Menaker? Thank you.

MS. MENAKER: Thank you.
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CROSS-EXAMINATION
BY MS. MENAKER:
Q. So, good morning, Ms. Liquez.
My name 1is Andrea Menaker, and I'll be
asking a few questions on behalf of Claimants.
So, Ms. Liquez, you noted, and it's in your
Witness Statement, that you work as Legal Advisor to
the Ministry of Economy and the Department of
Commercial Defense; 1is that correct?
A. That's correct.
Q. And that department is headed by a Director
and an Assistant Director; is that right?
A. Yes. It has a Director for the
Administration of Foreign Trade.
Now, the Deputy Director or Assistant
Director, that position does not exist in the
regulations for internal Government of the Ministry.

There is only one position, which is the Directorship.

Q. Okay. So, is that--is the Director
Mr. Cutz?
A. Cutz. Alexander Cutz is the name.
Q. Okay. Thank you. And Ms. Rosales, she's
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not an Assistant Director?

A. No. She's an administrative assistant of
the Directorate.

0. I see. Thank you.

And how long have you worked at the
Ministry?

A. I have been providing services to the
Ministry for the past four years. In 2018, I worked
with start-ups and cooperatives, and then in 2019 at
the Ministry of Integration and Foreign Trade.

Q. Okay. And do you concurrently work as a
lawyer in private practice?

A. Yes. Yes. The relationship I have with the
Ministry 1s contract-based. I am not a public
servant.

Q. So, 1s 1t correct that you have established
your own law firm, Liquez y Asociados?

A. Yes. I have a professional office, and it's
over 20 years old, and I have i1t jointly with my
sister.

Q. I see. And so, you just said that you're

not a full-time employee of the Ministry of Economy,
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and you work with them on a contract basis; is that
correct?

A. What I said is that I'm not a public
servant, but I do provide legal advice on a full-time
basis. I do have hours that I need to work there.

Q. Do you provide legal services to any clients
other than Guatemala?

A. Yes, that's correct.

Q. Okay. So, approximately what percentage of
your time do you spend working for Guatemala?

Just so we have a sense, is Guatemala
like--1like with GST, one of several clients you work
for, or is it the vast majority of your time that
you're working for the Ministry?

A. I devote a substantial portion of my time to
the activities at the Ministry. I do go to my office
because I have other lawyers that work together with
me in the corporate area, and I'm the director of that
area.

Q. Okay. And do other lawyers in your law firm
also work for the Government of Guatemala on these
cases, or is it just you?
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A. None of them. None of the members of my law
firm is contractually related to the State or provides
any service to the Government of Guatemala.

Q. I see. And you work for the Government of
Guatemala representing them in investment
arbitrations, in addition to this Arbitration; is that
correct?

A. Yes, I do work in other arbitration cases,
other investment arbitration cases.

Q. Okay. And you just noted that you have been
working on this Arbitration case since January 2020;
is that right? I think that was the correction you
Jjust made on direct testimony.

A. Yes, that is correct.

Q. And since the beginning of this Hearing last
Monday on the 28th of February, you have received more
than 50 emails from either Respondent, from Claimants,
or from ICSID in relation to this Hearing; isn't that
right?

A. I do not have the exact number sitting here
today. A number of emails were received, but I was

recovering from COVID, so I didn't really have access
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to them. I wasn't able to read them. And I was very
respectful, because there was a Procedural Order that
indicated that I didn't have to read them to avoid any
contradictions with my testimony.

Q. Okay. So, just to confirm, you did not read
the emails or the attachments in the last week or so?

A. I didn't. That is correct, Ms. Menaker. As
I was saying, I was recovering from COVID, and I have

asthma, so things became a little bit more complicated

for me.
0. That's understood.
A. Excuse me. I still have bouts of coughing.
Q. Okay. All right. So, Ms. Liquez, if you

look at Paragraph 2 of your Witness Statement, it
states that, since January of 2020, you have--I'm
sorry. My apologies. I read this incorrectly.

But you said, in accordance with the
instructions of the Tribunal, and based on your
participation since January 2020 and the meetings
related to this Arbitration process--which is what you
noted on your direct testimony--and then in

Paragraph 6, you say that the PGN, which we have been
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referring to as the Attorney General's Office, and the
Ministry of Economy have held meetings and interviews
with a number of public officials in order to prepare
the State's defense, you know, in this case, "for the
sole purpose of refuting the assertions made by
Claimants in their claims"; 1is that correct?

A. That's correct. That's correct, Counselor.

Q. And so, you will recall that back in
January, late--January 28 of 2022, the Tribunal
directed that Respondent could submit a Witness
Statement by a Witness, and they designated you, on
what we've termed the "post-June 2021 events."

Do you recall that?

A. I do recall.

Q. And I would just--like to just put very
briefly on the screen--this 1s a letter from Claimants
to the Tribunal dated the 18th of January 2022, and if
we can go to PDF Page 5 in the English wversion, which
is Page 6 in the Spanish translation.

Okay. And i1f we can Jjust look at the bullet
point list that starts on June 12, and it goes off to

the next page. And if we could just--I don't know if
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we can fit it all on the screen for both the Spanish
and English. And are you able to, FTI--yeah, I don't
know if it's possible to pull up the bullet point list
on both the English and Spanish.

Or I can leave it like that, if you're able
to see it, Ms. Liquez, but I just have one gquestion
with respect to this, and that is: You will see here
this list, and you were copied on this email, where
Claimants set forth several what we've been terming
the post-June 2021 events, indicating some
intergovernmental meetings that took place.

Then you'll see, the second bullet point, on
July 13, the Public Prosecutor's Office opening up
criminal proceedings relating to Exmingua's lack of a
construction permit. You'll see further down there's
discussion about MARN preparing reports. July 19, you
can see the Public Prosecutor issuing a summons to a
former Exmingua employee under threat of arrest to
provide a statement.

Further down, you see, for instance,

August 2, 2021, the MARN's Legal Department directs

the Legal Compliance Division to calculate a fine for
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breaches from a 2015 Inspection Report. Underneath
that, September '21, a verbal instruction given to
carry out an inspection of the mine. We go down
under--I mean, the list goes on.

In November, there are two notifications,
one from the MARN, one from the MEM. The one from the
MARN is ordering Exmingua to submit an updated
Environmental Management Plan.

My question 1is just to confirm that, in your
Witness Statement, you don't comment on any of these
post-June 2021 events, do you?

A. That 1is correct. I make no mention in my
Statement of these events.

If you allow me to explain, I will do so.
I'1l explain why. They were known by me--

(Overlapping speakers.)

PRESIDENT KALICKI: Ms. Liquez, so the way
this works, 1f you could just answer the questions
that Ms. Menaker asks. If you are interested in
providing a fuller explanation, just state for the
record, "I would like to address this at the right

time," and then Mr. Smith can bring you back on his
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time and invite you to do that.

THE WITNESS: Okay. Thank you, Madam
President.

PRESIDENT KALICKI: Thank vyou.

MS. MENAKER: And I thank you, Ms. Liquez.

And, Madam President, I don't have any
further gquestions.

PRESIDENT KALICKI: Okay.

Well, then, Mr. Smith?

MR. SMITH: Yes, I have one question.

DIRECT EXAMINATION

BY MR. SMITH:

Q. Ms. Liquez, can you continue with the
clarification that you were making from the gquestion
on the January 18 letter?

A. Thank you. I Jjust wanted to clarify that
the events included in this letter were known by me
when I saw the Reply and the exhibits submitted by
Claimants. I could not rule on any internal
procedures of agencies that I'm not related to in any
manner whatsoever. That is why no reference was made

to these events. This does not depend on me, nor does

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1934

it depend on the Ministry of Economy.

Mr. Smith, that would be the explanation.
Thank you.

MR. SMITH: I have no further questions.

PRESIDENT KALICKI: Thank you very much.

Mr. Townsend, any questions for Ms. Liquez?

ARBITRATOR TOWNSEND: No, thank you.

PRESIDENT KALICKI: Thank vyou.

Professor Douglas?

ARBITRATOR DOUGLAS: No, not for me.

PRESIDENT KALICKI: So, Ms. Liquez, the
Tribunal has no questions, either. This concludes
your very short examination.

We wish you the best with your recovery
process, and thank you for coming to assist us.

THE WITNESS: Thank you very much, Madam
President, Members of the Tribunal, Ms. Menaker, and
other participants at this Hearing. Thank you.

(Witness steps down.)

PRESIDENT KALICKI: Okay. So, Counsel, the
next up would be Dr. Armitage and Dr. Siddorn.

I don't know if--FTI, if we need a break for
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you to set up with them.

ZOOM TECHNICIAN: We are not in control of
the equipment, but we tested this morning, so I think
they just need to turn the camera on and turn the
360 camera on, and we should be good to go.

PRESIDENT KALICKI: Claimants, is that the
case, or do you need--

(Comments off microphone.)

PRESIDENT KALICKI: I see some technical
assistant doing things in the room there, so I'm just
going to walt a moment until I get a signal that the
Experts are ready.

ZOOM TECHNICIAN: Just one moment. Could we
please have the 360 camera turned on?

There. I see it firing up. There we go.

ZOOM TECHNICIAN: I think we're ready to go,
Madam.

PRESIDENT KALICKI: Thank vyou.

MICHAEL ARMITAGE AND JAMES SIDDORN,

CLAIMANTS' WITNESSES, CALLED

PRESIDENT KALICKI: Welcome to both

Dr. Armitage and Dr. Siddorn for coming today.
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Before we begin with your presentation, a
number of preliminary instructions and procedural
matters to take care of.

First, I don't know if you have been sitting
in and you've heard my general instructions to others
who appeared before you, but, for the record, the
short version of it is: Please try to speak slowly.

Please try to avoid overlaps in speech
between yourself and Counsel.

If you don't understand a question, please
say so and it will be rephrased. If you do
understand, please try to answer it concisely,
including with just a "yes" or "no," if that's all the
question calls for.

If you need a break at any point, please let
me know.

Can you confirm also that--those
instructions, but also that you hear me and see me
adequately? I realize I forgot to do that earlier.

THE WITNESS: (Dr. Armitage) We can hear you
and see you fine, vyes.

PRESIDENT KALICKI: Thank you. And similar
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confirmation from your colleague, I assume?

THE WITNESS: (Dr. Siddorn) Yeah. Yeah,
SOorry.

(Interruption.)

(Discussion off the record.)

ZOOM TECHNICIAN: If possible, gentleman,
could you bring that microphone closer to the edge of
the desk towards you?

THE WITNESS: (Dr. Siddorn) It's right on
the edge now.

Z0O0OM TECHNICIAN: Thank vyou.

PRESIDENT KALICKI: All right. You'll see
on the screen an Expert Declaration. Could I ask you,
in turn, to both read that declaration?

THE WITNESS: (Dr. Armitage) I solemnly
declare, upon my honor and conscience, that my
statement will be in accordance with my sincere
belief.

THE WITNESS: (Dr. Siddorn) I solemnly
declare, upon my honor and conscience, that my
statement will be in accordance with my sincere
belief.
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PRESIDENT KALICKI: Thank you, gentlemen.

A couple of other affirmations. Could you
please affirm that during your examination you will
not receive or provide communications of any sort?

THE WITNESS: (Dr. Armitage) Yes, we can
affirm that.

THE WITNESS: (Dr. Siddorn) Yes.

PRESIDENT KALICKI: And other than your two
Joint Reports and the presentation that you have
prepared, do you have any other documents on the table
in front of you?

THE WITNESS: (Dr. Armitage) No. We have
literally just got these statements.

PRESIDENT KALICKI: All right. Finally, we
received some designations from the Claimants of which
section of the two Reports you will each respectively
address. I'm not going to read those into the record,
but these are reflected in a letter from White & Case
dated February 10, 2022.

And you understand the ground rules are
that, once one of you has begun answering a question,

we are solely in the hands of that individual?
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Do you understand?

THE WITNESS: (Dr. Armitage) I think we have
a clear division.

THE WITNESS: (Dr. Siddorn) Yes.

PRESIDENT KALICKI: Excellent. Well, then,
let me turn you over to Ms. Zarowna.

Excuse me. I've mispronounced your name,
I'm sure. Please tell me how to pronounce it.

MS. ZAROWNA: 1It's perfectly fine, Madam
President. "Zarowna" (pronouncing).

PRESIDENT KALICKI: Well, with a name like
"Kalicki," I should be better with these Eastern
European names.

MS. ZAROWNA: Right.

PRESIDENT KALICKI: Anyway, welcome.

I assume you'll do the preliminaries before
their presentation.

MS. ZAROWNA: That is correct, Madam
President.

PRESIDENT KALICKI: Please proceed.

DIRECT EXAMINATION

BY MS. ZAROWNA:
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Q. Good afternoon. Good afternoon, Members of
Tribunal--
(Interruption.)
Q. There are two SRK Reports submitted in this

matter. There is, first, a report dated 20 July 2020,
and the Second Report dated 10 June 2020.

Can you each please confirm that you
coauthored the Reports and their contents?

Dr. Armitage?

A. (Dr. Armitage) Yes, that's correct.

Q. Dr. Siddorn?

A. (Dr. Siddorn) Yes, I can confirm.

Q. Thank you. And are there any updates or

corrections that either of you would like to make?
Dr. Armitage?
A. (Dr. Armitage) Well, Jjust one point. Since
writing this Report, I have left SRK, after 31 years,
and I have set up a gold exploration company of my

own, and I'll be focusing on that more in the future.

Q. Thank you.
A. (Dr. Siddorn) There's no updates for me.
Q. Thank you.
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MS. ZAROWNA: That concludes my direct,
Madam President. So, we hand over for the Direct
Presentation to the Experts.

PRESIDENT KALICKI: Thank vyou. So, I
understand you'll be taking us through your
PowerPoint. Please proceed when you're ready, and a
reminder that there are 45 minutes available.

THE WITNESS: (Dr. Armitage) All right.
Thank you.

ZOOM TECHNICIAN: And just a reminder to
please share your screen. We had to stop it to show
you the Declaration.

THE WITNESS: (Dr. Armitage) It's not
something we had instruction on.

THE WITNESS: (Dr. Siddorn) I found it. If
we can find the mouse.

PRESIDENT KALICKI: If you want to bring
back in the person who was giving you technical
assistance to use the share screen, we can do that.

MS. MENAKER: We are going to send somebody.

PRESIDENT KALICKI: Okay. I think they

figured it out.
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THE WITNESS: (Dr. Siddorn) Yeah. It should
be good.

THE WITNESS: (Dr. Armitage) Okay.

THE WITNESS: (Dr. Siddorn) Click on the

screen and see 1f it moves.
(Comments off microphone.)
DIRECT PRESENTATION

THE WITNESS: (Dr. Armitage) All right.
Sorry about that.

So, yeah, this is this will be a joint
presentation from James Siddorn and myself. I'll be
doing the introductions, and I'll be handing over to
James about two-thirds of the way through.

The first couple of slides that we've
included just give a bit of background on James and
myself. I won't dwell on those, but you've got those
in the Reports anyway; maybe just to make the point
that we're both geologists, but my focus with SRK has
very much been in producing resource estimates,
producing reserve estimates, managing Feasibility
Studies, so some of the more technical stuff; whereas

James has very much stayed a geologist and as a
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structural Geology Expert, and focused very much on
understanding mineral deposits.

So, that's why there's a fairly clear
distinction between the roles that we'll have, which
you will see as we go on, I'm sure.

So, the aim of this slide is just to--1I
guess Jjust remind you what we've been asked to do.

So, specifically, we were asked to put together a
Life-of-Mine Plan, so a model showing how the
Operating Mine would have progressed if it hadn't been
required to close.

We were also asked to make our own
assessment of the exploration targets which were known
at the time, in 2016. As you know, there's been quite
a lot of exploration on the Project area, and 14
target zones have been identified. $So, we're going to
talk a bit about how we were asked to assess the
potential of those, and also the extent to which they
could have been explored between 2016 and 2020.

And then we are going to go on and talk--and
this will be James. We are then going to go on and

talk about the potential for the discovery of more
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mineralization, so mineralization that had not been
known at the time, but which could have been found if
the company had been allowed to continue to explore.

And all of that work led into us providing
inputs to Versant, obviously, for its wvaluation.

This is a bit of a schematic just to try to
convey both the geology, in a simple form, and the
three areas that we have been asked to look at. And
we split those into the Operating Mine, the Known
Exploration Potential, and the Lost--what we called
the Lost Exploration Opportunity. What this slide
tries to show in black--if you look at the black
outlines, there are the mineralization types, and
there's essentially two targets for this exploration
project. There are the hard--what we call the "hard
rock targets," which are steep dipping zones of
mineralization, up to maybe 5 or 10 meters thick, that
are very high-grade which are formed during
orogenesis, and which we know, from the type of
deposits they are, have potential to have great
extent.

And then on the top, this sort of more
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wiggly line, if you like, along the top, is trying to
convey what is called "saprolite mineralization," and
that is mineralization that is formed at the surface
of the earth, when the steep dipping zones are
weathered in the soils and rock profile, and there
tends to be a smearing of grade across.

So, you have high-grade, steep dipping
chutes, and then a lower-grade material on the surface
of the earth where that mineralization has been spread
out through weathering.

MR. SMITH: I'm sorry. I hate to interrupt,
but this slide doesn't have any references at all, and
the next slide doesn't.

So, I mean, these are demonstratives. I
guess we would look at them as a reference.

MS. ZAROWNA: Right. Madam President, this
slide is simply a representation of what is contained
in the Expert's Report as a visual. It is not
contained in the Reports themselves as a visual.

PRESIDENT KALICKI: Okay. In that event, it
is not strictly in compliance with the Procedural

Orders, which provided that any demonstratives were
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supposed to be provided to the other side, I believe,
an hour in advance.

And also, to the extent demonstratives draw
on data for reports, those generally should be sourced
to particular pages so that it can be verified during
that hour. That's the purpose of this, that it is not
new evidence.

Now, we're not going to waste time now by
taking that break, but a reminder to both Parties
moving forward that those are the ground rules. And I
would ask, following this examination, 1f, for this
demonstrative and any other demonstratives, that you
provide both opposing Counsel and the Tribunal with
any references to paragraphs or pages of the Reports
so that they can verify that this isn't new material,
but is just a visualization, as you say.

MS. ZAROWNA: Absolutely. Apologies, Madam
President. We will do so.

PRESIDENT KALICKI: Thank vyou.

(Interruption.)

(Discussion off the record.)

THE WITNESS: (Dr. Armitage) Okay. Do I
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carry on?

PRESIDENT KALICKI: Yes, please do.

THE WITNESS: (Dr. Armitage) Should I
continue to talk to this picture, or should I move on?
PRESIDENT KALICKI: You--excuse the

background noise.

Yes, you can continue to talk to this
picture, but this is, of course, subject to possible
questioning later as to whether this is new material
or was reflected in your Report.

I can't myself make a ruling on that at this
point, but why don't you continue to explain the
picture now, and if we have a challenge to this later,
we can always go back and evaluate that information?

THE WITNESS: (Dr. Armitage) Okay.

MR. SMITH: Madam President--I'm sorry.
Maybe I wasn't clear. We do have a challenge to it.

We don't think it should be used. They can just move

on.

This is substantially different than what's
in the Report. The way it is presented, this is quite
different.
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PRESIDENT KALICKI: All right. Well, let me
then hear from Claimants' Counsel.

You made the representation that this was, I
believe, drawn from data in the Report, but just now
displayed visually.

Can you take us to, or do you wish to ask
the Experts to take us to, the paragraphs of the
Report that you say this is drawn from?

MS. ZAROWNA: Madam President, I believe
that the Experts would be best placed to point you
to-—-and the other side to the exhibits. I'm not sure
whether we should be doing it precisely right now,
because otherwise the time of the presentation will
actually be diminished. And I apologize for not
sending it in advance.

PRESIDENT KALICKI: All right. Let me ask
the Experts, then.

If this can be quickly answered--if you can
say, "Oh, yes, all this data is on Page 4"--then let's
deal with it. If it would require digging and lengthy
explanation, we may need to skip this slide, because

the rules do not allow you to provide new evidence.
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And so, if--you know, unless you can say, "Oh, vyes,
look at Table 5 in the prior Report; it is all there,
Just in a different--slightly different colors or
slightly different dimensions" or something--

THE WITNESS: (Dr. Armitage) To be honest, I
don't think we can do that. I mean, the aim of it was
Jjust to try to enable people to understand the three
different areas that we looked at in a graphic form.

But there isn't a specific paragraph we
could reference on it.

PRESIDENT KALICKI: All right. Well, then,
let's move on to the next slide.

MR. SMITH: I'm sorry. Just to be clear:

Is this is going to be part of the record, this slide,
or is it out of the record?

PRESIDENT KALICKI: I think, based on the
Experts' confirmation that this material was not
previously in the Reports, I think it will have to be
excluded from the record.

MS. ZAROWNA: Madam President, would it be
possible for us to provide references later on that
would support particular items of that slide?

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1950

PRESIDENT KALICKI: All right. Well,
provisionally it 1s excluded based on what the Experts
have now said. If you can come back to us later and
say, notwithstanding that, "we point you to
Paragraph X or Y," then the Tribunal will reconsider
that.

THE WITNESS: (Dr. Siddorn) Perhaps I can
clarify. It is not contained within one paragraph; it
will be contained within a series of paragraphs. For
example, the Known Exploration Potential, the area
that that covers is in our First Report on
Paragraph 79. And aspects of the Lost Exploration
Opportunity will be covered, for example, in
Paragraph 183. So, the material is there. It 1s Jjust
not one specific paragraph contained by itself.

PRESIDENT KALICKI: All right. Well, I
think we may have to hold in abeyance the ruling,
then, about exclusion or not, until the Tribunal has a
chance to look at some of the citations that it is
going to be provided.

Let me just ask, Dr. Armitage, were you

planning to go on with this and say anything else
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about the slide, or can we move on now? Have you
pretty much said what you were going to say about it?

THE WITNESS: (Dr. Armitage) I was Jjust
going to point out the different, the three different
areas that we have evaluated, and the aim of that
slide was to graphically show those.

PRESIDENT KALICKI: All right. It sounds
like you can do that without the slide. You can
explain what you've done in your Report without the
slide.

THE WITNESS: (Dr. Armitage) Yeah. That's
fine. Yeah.

PRESIDENT KALICKI: Okay. Let's do that.

MS. ZAROWNA: Thank you, Madam President.

THE WITNESS: (Dr. Armitage) Do you mind 1if
I just ask one more question? In terms of time,
because I know we only have 45 minutes, is that clock
ticking?

PRESIDENT KALICKI: No. The Tribunal may
allocate this time as 1t sees appropriate to the
Parties, but it is not going to come out of your

presentation time.
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THE WITNESS: (Dr. Armitage) Okay.

So, yeah, Jjust as a reminder then, in lieu
of that slide, we were asked to look at three
different areas: The Operating Mine, the Known
Exploration Potential, and the Lost Opportunity--the
Lost Exploration Opportunity, the three distinct areas
that we've been focused on.

But as a last, sort of, introductory slide,
and I think all this information is already known, so
I'm not going to read the slide, but it 1is really just
here to convey the life of the project since gold was
first discovered in 2000 leading up to the point in
2014 when the mine started operating. I won't dwell
on that anymore.

So, I'm going to talk now about the
Operating Mine, which is the first of the three areas
that we were asked to look at.

We were specifically asked to develop what's
called a Life-of-Mine Plan, to demonstrate how the
mine would have performed if it had been allowed to
carry on operating. Essentially, that is a model

showing how much tonnage we envisaged the mine would
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mine every year, how much material it would process,

how much gold it would produce, what that would cost.
And all that information we then provided to Versant

for the purposes of its valuation.

And in summary, 1it's based on a mineral
resource, so that is an estimate of gold
mineralization in the ground that had been produced by
Gold Fields in 2003. It is based on how the operation
was performing before it was required to close. It's
based on Capital and Operating Cost information that
the Claimants provided, much of which is based on
costs they were incurring at the time. It is based on
metallurgical test work that demonstrated how much of
the gold in the rock could be recovered in the plant.
And that's overlaid by our review of those assumptions
for reasonableness.

Sorry. We have lost our screen again.

THE WITNESS: (Dr. Siddorn) The PowerPoint
crashed.

MS. ZAROWNA: We are sending someone from
the team. Apologies.

PRESIDENT KALICKTI: If it would assist to
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have the person from IT remain in the room, sitting in
the corner or something as needed, on call, then
that's fine.

Z0O0OM TECHNICIAN: This is Scott from FTI.
If you'd like, I can present.

THE WITNESS: (Dr. Armitage) Just--the whole
PowerPoint just disappeared from the screen.

(Comments off microphone.)

PRESIDENT KALICKI: FTI?

ZOOM TECHNICIAN: That's correct. I have
it. If you want me to present it, I can, or we can
wait for your IT folks.

THE WITNESS: (Dr. Siddorn) I'm ready to
start sharing the screen again.

PRESIDENT KALICKI: If you experience any
difficulties controlling the slides, the alternative
would be for FTI to manage and you Jjust say "next
slide" whenever you want them to turn. Whatever is
easiest to you.

THE WITNESS: (Dr. Armitage) Can you see it
now?

PRESIDENT KALICKI: Yes.
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THE WITNESS: (Dr. Armitage) Let's give it
a go and see how we get on.

Okay. So, I've just given instructions to
the Life-of-Mine Plan. That Life-of-Mine Plan, as I
say, 1s based on a resource estimate produced by Gold
Fields in 2003. We made no assumption that that
resource would increase. We literally just put a plan
together that mined that resource estimate as it was.
We've just included this slide just to show you that
it is often the case, particularly for gold projects
like this, that, in fact, once you start mining, you
actually find more material and the resource
increases. And this is a slide that shows, for an
example 1n the mine, how that resource increases
following the completion of the Feasibility Study,
once it started mining. And this information all
comes from a database that is readily available from
the S&P database. So, it's really just to say that we
have assumed the resource didn't grow, but, in fact,
that is probably a conservative assumption.

Okay. So, these are the key assumptions

that are made in the Life-of-Mine Plan, and I'm not
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going to talk in any huge amount of detail on these
because the following five or six slides focus on what
are the most important assumptions that we've made.
But as I said at the beginning, essentially, we've
made an assumption about the total resources
available, how much we are going to mine, how much the
plant is going to process, what that costs, how much
gold we will produce.

So, if we start on the resource, so the
Resource Estimate--and as I said, the Mineral Resource
is essentially mineralization in the ground that has
potential to be mined. This is a Resource Estimate
that was provided by Gold Fields, which was a major
gold mining company in 2003 when i1t was involved in
the project, in which it produced for its own purposes
a not-for-public report. And one of the criticisms
that RPA makes in its Report is that, because this
estimate was not produced according to the CIM Code,
then it should be disregarded.

Well, I would argue that, because, firstly,
the CIM Code is literally just a code for how you

report an estimate. It doesn't tell you how you
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produce it. So, 1t conveys no impact on how well or
badly the estimate was produced. It is simply a
mechanism for reporting in the public domain, which
Gold Fields had no intention of doing.

So, I would say that it was an estimate
produced at the time by people involved for their own
purposes, and we have no reason to believe that it
should be biased, either positively or negative.

So, that's the mineralization in the ground.
And obviously, when we mine that mineralization, what
typically happens in a mine, you end up mining some
low-grade material, some waste material, with the ore.
You can't just mine the resource and put that through
the plant. Normally, you end up mining a lot of other
material with it that gets into the ore. You can't
separate it.

So, we have made various adjustments to that
resource to reflect what the mine was trying to do.
And what the mine was doing is i1t was targeting a feed
grade to the plant of 8 grams a tonne. And there is
information available that shows that it was achieving

that on a regular basis.
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So, we have adjusted that resource to adjust
it into a tonnage feed into the plant that allows for
the dilution that you get when you actually do the
mining. We've assumed that we will mine both where we
were mining--where the mine was mining at the moment,
in Guapinol South, and also that it would then move on
and start mining in Laguna North.

And one of RPA's criticisms is that the mine
didn't have a reserve estimate at the time. And a
reserve 1is an estimate of the material that you've
demonstrated it 1s economic to mine. And again, we
would argue that there are many mines around the world
that never produce a reserve estimate because they
don't need to, because we are just operating. They
are funding themselves. They are not seeking any
money. So, they don't need to report estimates
according to, you know, public reporting criteria.

We have assumed that the stripping ratio,
which is essentially the amount of waste rock that you
have to mine in order to access the ore, we have
assumed that that will remain constant over time. We
know that the Claimants were targeting a consistent

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1959

stripping ratio, it was up and down, but an average
stripping ratio of five tonnes of waste for every one
ton of ore. And the record shows that's what they
were achieving, and we've assumed that stripping ratio
would carry on as they continued to mine.

In terms of the amounts of material that
will be processed by the plant every day, we have
assumed that that will be 250 tonnes per day. The
mine was actually designed to process at 240 tonnes a
day, but extra work was done on the plant as it was
being commissioned to enable it to treat more
material. And it is actually already shown on some
days that it had achieved a daily throughput of
250 tonnes per day, even though it was still in its
process of what we call "ramping up."

There's a phrase in the mining industry
which is called "ramping up," which is the early stage
of a mine when you are gradually getting used to the
ore, the characteristics of it, changing things,
tweaking things, trying to improve things to make the
mine run optimally. And that ramp-up period can take

anything from a few months to several years until
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you've got the mine at sort of a steady state.

Actually, one of the fundamental differences
between the Life-of-Mine Plan we produced and the
adjusted version of that, that RPA produced to provide
to Secretariat, is that we have reflected the fact
that the mine is still improving, and 1t 1s still not
at its steady state; whereas, RPA generally made the
assumption that the mine will continue to perform as
it was at the time, even though it was still very new
and still learning things and still going on an upward
trajectory.

Then we also assumed that the process plant
will recover 82 percent of the gold. So, of the gold
that goes into the plant, we concentrate that to
produce a concentrate for sale, but in doing that, we
lose 18 percent of the gold, which will be in the
tailings that is left behind, and that is based on
test work that was produced prior to the mine
starting. And the operational data that was available
shows that the recovery is gradually improving. And
we're not at 82 percent yet, but it is gradually

improving up to that point. But there's test work
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which shows that 82 percent should be perfectly
achievable.

So, there are the key assumptions in the
Life-of-Mine Plan for the Operating Mine. And for
RPA, as an alternative Valuation Approach for the
Operating Mine, they did what's called a Comparable
Transaction Analysis which essentially compares Tambor
to other mines and uses that as a basis for valuation.
And the point we have made--and it's just made on this
slide--is that when you do that, you need to make sure
you're comparing like with like.

You need to make sure that the comparable we
are using is the same as our mine. And with a gold
project, two of the big drivers of value--and we know
this through the work that we do--two of the big
drivers of value are the grade. $So, if you've got a
high-grade mine, which means you don't have to mine so
many tonnes in order to get the same amount of gold,
if it's high grade, they tend to be bought and sold
for a much higher price than low-grade mines. If a
mine is in operation, obviously, there's a lot of

risks that have been taken away. So, if a mine is in
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operation, it also sells for a higher price.

And these are the lists of comparables that
RPA used. And, for start, two of the transactions
weren't completed, so we don't know whether that would
have been the prices assumed would have been prices
paid. And if you look at the other assets, you can
see they are all much lower grade than Tambor, and
they are not operating. And so, to our mind, to use
those as comparables would undervalue Tambor.

So, I'm now going to move on to the second
part, and this is what we've called the Known
Exploration Potential. This is—--as a reminder, we
know we have steep dipping zones of mineralization
which outcrop at the surface, and we can see them on
the surface, and we also have the lower grade which is
what we call the saprolite, where the mineralization
has been dispersed, if you can remember that figure.

And this picture is sort of a graphic
representation of the information that is available.
It shows two license areas. And if you look
carefully--I don't know how big your screens are--but

you can see in the red writing that there are the 14
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identified targets that have been identified by work
before 2016. And you can see, 1f you look at the
Progreso VII area, you can see we've got the Operating
Mines there. But if we move on to the Santa Margarita
license, there are several other targets that have
been identified where the indications at the surface
are we've got a potential to find another orebody.

So, we know there is potential there already. This 1is
known potential.

And this a just a summary of all of the
technical work that has been done to enable people to
identify those targets. You know, over 4,000 soil
samples, over 3,000 rock-chip samples taken at surface
from outcropping--what we would call outcropping
rock--drilling, mapping. So, there i1s an awful lot of
work that has been undertaken in this area, and that
information is what's been used to inform these
targets.

So, we made our Jjudgment that we felt that,
of those 14 hard rock targets, three of them have
potential to become mines. And the three with the
most potential, to our mind, are Guapinol North, Rio
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Quixal and JNL. So, in our assessment, we said there
is potential here for it to be three more mines like
Tambor in the license area.

We also made the assessment that there was
potential for one saprolite target, and the reason why
it is one saprolite target is because we envisaged the
situation—--and remember, this is material at the
surface of the earth. We know, from the open pits
that are already mining, that that saprolite extends
for at least 20 meters. And we know, from the rock
samples at surface, the extent of the grade of
material that is running over 2 grams a tonne. And 1if
you remember the slide, a few slides ago, this one
here, these yellow areas are actually areas which we
have marked where there's grades of those rock-chip
samples are consistently over 2 grams a tonne.

So, we have delineated areas here; we have
projected them down 20 meters, and we've used that to
drive a tonnage and a grade estimate which gives us a
target of 1.5 million ounces. So, that is 1.5 million
ounces of gold within 20 meters of surface within
those areas that we are treating as one target that
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would feed a single plant, a single process plant.

Okay. So, but obviously, though, they are
not mines at the moment, and there i1s no guarantee
that those will become mines. So, what we--to enable
Versant to assign a value to them, we would ask to
look at how those projects could have been advanced
between 2016 and 2020, and to see i1f we could quantify
how that could be done. And we used two different
methods to do that. And one of them is this one here.
It is called the Exploration Status Method, and it's
quite simple, really. It simply looks at the work
that's been done and assesses how far along the line
are we to the points that we would be able to start a
mine.

And our assessment was that, in 2016, the
saprolite targets were only 5 percent along that way.
It's a very early stage. We did not have any
drilling. We just had the samples. So, we were only
saying 5 percent along the way with the saprolite.

But with the hard rock targets, because we have got
better delineation at the surface through trenches and

in one case through drilling, we thought we were
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already 12 percent along the way.

And then we felt that, between 2016 and
2020, they would get advanced to the point that the
saprolite targets were between 10 and 15 percent along
the way, and the hard rock targets were between 25 and
50 percent. So, we are saying to Versant, look, we
have these projects. They are at a relatively early
stage, but had we been allowed to explore them, this
is how far we think that that exploration would have
got towards the point where we could find out if it
was worth starting a mine there or not.

And the other method we used was a method
called the Geological Probabilistic Method, and it's
quite complicated, so I won't go into too much detail
on it. But in summary, it's a similar method to the
Exploration Stage method, but it brings a bit more
analysis into it because what you do is you get a
group of geologists who look at what the key
geological factors are for the orebody you're looking
at and what the probabilities are of advancing that
project to the next step, because we know from papers
that are written, that, if when you're exploring a
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project like in the vicinity of an existing mine,
maybe there is only 1 in 100 or between 1 and maybe

5 in 100 chance of actually becoming a mine. So, you
know, we don't know now if these things are going
become mines. We are quite early on.

But as we advance through the process, we
get more and more information, we get more and more
confident. We are more and more able to predict how
likelihood that is. So, in that case, the value
increases as we move down.

So, this probabilistic method essentially is
a method that enables us to gquantify how far closer we
are to that point of deciding if these projects could
become mines.

And it's based on working your way through
the scale--I don't know if you can read the
slide--from project generation being a very early
stage, working through reconnaissance, drill testing,
resource estimation, to the point we would have a
Feasibility Study.

And these are the factors that we came up

with. So these are unique factors that we derived for
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the saprolite and the hard rock targets that in each
case share what we think i1s the percentage of
likelihood of advancing to the next stage and still
thinking we have a good opportunity of becoming a
mine.

So, we are saying, for example, with the
saprolite, if we did the work to look at advancing it
from Stage B to Stage C, there is an 18 percent chance
we could do that. There is an 82 percent chance we
might not be able to do that, and we might find it is
not worth it.

So, there are probabilities that scale up
and enable us to convey to Versant what is the chance
of these mines, of these projects actually becoming
mines. Obviously, as you get further down the
exploration curve, you've got an increasing chance of
that happening and, therefore, the value of the
projects 1s worth more.

And this was the conclusion of that work,
which is really saying that we thought, for the hard
rock targets in 2016, they were at what we would call

Exploration Stage C. And there was a 52 percent
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chance that if we did the work to get us to the next
stage, which would have been a lot more drilling, then
there was a 52 percent chance that would have given us
the encouragement to carry on; it would be a

48 percent chance it might not. So, that was the
stage we thought we could get to with the hard rock
targets, that we thought we would be able to move from
C to D, assuming results would be successful.

And with the saprolite targets we thought we
could move from B to C, again assuming the results
were successful.

So, RPA, in their Report, had several
criticisms of the approach that we took. They
questioned the targets that we set because, when you
use these methods and you look at probabilities, you
need also to set a target of what you're trying to
achieve. So, 1f the probability is 100 percent, then
you'll achieve that full value. And we assigned to
each of the hard rock targets, for example, a value of
$55 million, I think it was. So, we were saying that
if we found a mine, the wvalue would be $55 million.

So, that gives us an end point, and we have
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somewhere between where we are at the beginning and
finding, proving it's a mine, so you have to set that
end point. And the good thing about this method, you
set that end point based on your understanding of the
geology and of the project. So, if you're looking for
a huge project, you have a large value. If you know
you're looking for a relatively small high-grade
project, then you have a different value. So, you
know, it requires Jjudgment, but it informs the
estimate.

But RPA also said that they were questioning
our use of the CIMVal Code. Well, the CIMVal Code is
a code for valuing properties in the public domain,
who are looking to list in Canada. You know, I wvalue
many projects for mining companies when projects are
bought or sold. We don't use CIMVal for most of those
because it is too restricting. If you're trying to
look at what the potential of something could be, the
CIMVal Code doesn't allow you to do that. So if
you're valuing something today at the time that
someone is willing to sell, yes, that's okay. But if

you're trying to look at what the potential of
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something is, the CIMVal Code is too restrictive.

And there's a lot of questioning of why we
used a Discounted Cash Flow modeling approach to value
the targets. Well, we haven't. We have simply
derived a target value. We have not actually come
up--it's an input to the wvaluation. It's not what we
would call a DCF modeling methodology.

And what RPA, in order to value the same
material--so this is the material in the Known
Exploration Potential, they took a different approach,
and they took an approach where they, again, did a
Comparable Transaction analysis—--sorry, a comparable
analysis, but they looked at other projects which had
a similar area extent. So, you're assuming that, just
because something has a similar extent of license
area, i1t has a similar value.

Well, you know, that only works if the
geology 1s exactly the same. You can't compare one
different type of geology with another one and just
assume that in the area you will have the same. I
mean, that's nonsense.

So, again, our concern with that method,
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which is a method that is very rarely used these days,
and probably only in the situation where you are
looking at a continuation of the same orebody rather
than two different orebodies. And it really relies on
having good geological inputs and both comparables
being the same thing. And in this case, we don't
think that's the case. And we think the comparables
were inappropriate.

James.

THE WITNESS: (Dr. Siddorn) Thanks, Mike.

So, I'm going to take over now and talk
about the Lost Exploration Opportunity. So, this is
where we are taking the evidence that we see, the data
we see on surface in drilling or in sampling and
extrapolating what might be there that wasn't known in
2016.

So, the main premise is that the Claimants
lost the ability to continue to explore, and we are
trying to assess what the potential would be had they
been able to continue to explore and find more gold in
the area.

And this is looking at areas where there 1is
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further potential recognized in 2016 by previous
authors that are on the record, and it is using a
method where we are looking at the assessment of the
geology of the area in quite a lot of detail and
comparing it to other deposits around the world in
Central America and worldwide. And what we're trying
to see is, okay, what was the potential, how much gold
might be there that could be discovered with further
exploration work.

Key thing with Tambor is that it's high
grade, what we call an orogenic gold system. That's a
gold system that is forming originally about 10 to
15 kilometers depth. They have, just by their
characteristics, a lot more depth extent, normally,
than the lateral extent. And that's a significant
thing for Tambor because all of the testing that we've
seen so far 1s close to the surface. And so we see
that there's areas of extensive gold mineralization.
That 1is very typical for these kinds of deposits that
are associated with big structures. There is a lot of
fluid movement that i1s associated with the formation

of these deposits. And therefore, we think there 1is
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further depth potential at Tambor. I'm just going to
walk you through some of the reasons for that.

So, as Mike said, in 2016, there were 14
targets on the two licenses that were identified by a
mixture of soil, rock geochemistry, drilling. They
were associated with a series of major structures that
cross—-cut the rocks. There are volcanic rocks
associated with wvolcanos, sedimentary rocks, granitic
rocks. And we conducted a detailed review of each
target, based on their geology setting, past
exploration results, and historical information. Out
of that review we defined that there were only 7
targets out of the 14 that had potential for
additional gold mineralization, more in, say, a depth
or a long strike. For example, in this table, it just
shows the seven that were the results, and the
geological reasons for that.

PRESIDENT KALICKI: Dr. Siddorn, excuse the
interruption.

I know I could answer this for myself if T
Jjust compared your Slide 32 with your Slide 30, but

just to avoid having to take time doing that work,
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I'1l ask you. Of these seven targets, which are
within Progreso VII and which are within Santa
Margarita®?

THE WITNESS: (Dr. Siddorn) Can I refer to
the Report?

PRESIDENT KALICKI: Sure. If it's going to
take a while, we can answer it later. I thought you
might know offhand. We can return to this later.
That's fine.

THE WITNESS: (Dr. Siddorn) Obviously Poza
del Coyote is in Progreso VII. Let me just check. I
think the main one is Poza del Coyote because Guapinol
South is just over in--just in Santa Margarita. So, I
think it's just Poza del Coyote which is on the
Progreso VII.

PRESIDENT KALICKI: So, the other six would
all be in Santa Margarita.

THE WITNESS: (Dr. Siddorn) Margarita.
Yeah.

PRESIDENT KALICKI: All right. Thank vyou.

Please continue. I will note that, not

counting my interruption, which, of course, doesn't
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come out of your time, but I think you're perilously
close to the 45 minutes. I think you have a few
slides left. So if you can just--

(Overlapping speakers.)

THE WITNESS: (Dr. Siddorn) All right. I
will be succinct.

PRESIDENT KALICKI: Thank vyou.

THE WITNESS: (Dr. Siddorn) So, those
targets were based on particularly a couple of key
reports of people that have done very detailed reviews
of the geology. We picked out only seven. We
excluded areas with limited or no defined potential.
We excluded areas which were in exclusion zones, SO
around the town of La Cholefia. And what we are using
is--we are using the exploration results up until 2016
to guide what that potential might be. In some
instances we excluded zones based on those results,
and in some instances we used those results to suggest
the continuation of mineralization could be
extrapolated. And that is quite normal within a given
zone of mineralization.

Normally, an industry will talk about
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whether a zone 1s open or closed off by drilling or
sampling. And so the seven would be that they are
open for continuation of their mineralization.

Now, for this method, obviously, we are
trying to see how much gold could be there, so we use
a method to estimate the potential amount of gold that
could be in those zones and within those areas, and we
used a benchmark against another deposit that was at
feasibility stage, and--for Central America, and then
another five global deposits.

Key thing with these is that they are the
same style of gold mineralization. They're in the
same age of rocks, which are mesozoic rocks, some
forming somewhere in around, say, 60 million years
ago.

And we did a calculation of how much gold
was in each of those deposits and how it would compare
if we had similar amounts of gold within Tambor, and
these were the results that we came up with. We had a
gold endowment of maybe between 4.8 and
8.2 million ounces depending on which examples you
used, whether it was the Central America or the global
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example.

Now, that is currently how much gold is
there. We then wanted to see how much gold could be
potentially discovered in the period leading up to
2020, 2021. And so we used a similar method to the
Known Exploration Potential to look at the amount of
gold that could be discovered, looking at what stage
the different targets might be at, and see where they
might progress to in terms of exploration in
four years, and what the impact was in terms of the
amount of ounces that could be discovered.

We focused on evaluating the amount of
ounces that could have been discovered, not evaluating
the value of that material. That was what our mandate
was for. And out of that we saw a range, depending
again whether we are using a global analogy or a
Central American analogy, of between 2.7 and
4.7 million ounces that could have been discovered.

Now, RPA made some comments in their Second
Report about where that ups Tambor in terms of the S&P
Global Database. RPA used the upper limit of the Gold

Endowment, not what we said that could have been
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discovered, which was—--RPA used 8.3 million ounces.
It is biased towards the upper limit of the Gold
Endowment. If we take, say, the 2.7 million-ounces,
it puts Tambor in a pretty normal place in terms of
deposits. And the other thing that I want you to
realize is that, yeah, okay, that's the database of
deposits either currently being explored or being
produced from. The database is a mixture of districts
and deposits. So, the size is quite variable. But
also, it doesn't include any of the deposits that are
already mined out. It doesn't include some of the
very significantly large deposits that are being
currently mined right now, just because the data is
not available. $So, 1it's not a complete data set. So,
it 1s something that needs to be treated with caution
because it can be a little biased.

Now, we got some comments back from RPA's
Second Report about the way we used--and First
Report-—-about the way we used probabilities. We used
probabilities in the estimation of how much gold could
be discovered. Similar to the Known Exploration

Potential, we did multiply those probabilities. And
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when we look at, certainly, the seven targets that we
excluded, we come down to quite a low probability akin
to what 1s known in the literature about the success
of the exploration around brownfield sites,
brownfields being where we have an existing mine, and
certainly our estimates are in line with that. So,
certainly, we don't see where there was such an issue.
Another thing that RPA raised was that Gold
Fields were in joint venture on the property with
Radius and decided to pull out, and there was some
notion that Gold Fields would always be looking for
about a 2 million-ounce minimum amount of gold that
was there. 1It's important to put that in context.
Gold Fields were exploring Laguna North, JNL, and
Laguna South. If we compare our analysis to that, we
would see it that would be a range of about 380 to
680,000 ounces within those three zones. So, it is
actually in line with what we could anticipate Gold
Fields were thinking. And there is no basis then to
say 1f we take the other zones, that there is actually
more gold mineralization there. It is just a focus

where Gold Fields were focused. So, I just wanted
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want to give you that context.

So, that's quite a fast blow-through of the
Lost Exploration Opportunity, but I think that wraps
up our Direct Presentation.

PRESIDENT KALICKI: Thank vyou.

Before we move to cross, Jjust one other
clarification question from me. I recall testimony
early in this case from Mr. Kappes that the
Environmental Impact Assessment that was filed and
approved for Progreso VII was mostly focused on
underground mining. He gave the testimony that it was
roughly 30 percent surface and 70 percent underground.
Is that ratio roughly consistent with the mining plan
that you--I guess, this 1is for Dr. Armitage--that you
have developed, or does your mining plan assume a
significantly different ratio? I guess I'm focused
mostly on Progreso VII because that's the only EIA
that we know that was yet approved.

THE WITNESS: (Dr. Armitage) Yeah, the
assumption we made in the model is that it would be
50 percent over ground mining and 50 percent

underground mining.
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PRESIDENT KALICKI: Okay. Thank vyou.

All right. It is probably--I'm trying to
remember. We returned from our last short break at
around a little after 9:30. So, we could take it now
or we could get 15, 20 minutes into the cross and then
take it.

Let me ask. I'm not sure who is doing the
Cross.

Mr. Smith, are you prepared to start a
little while before our break?

MR. SMITH: I can start, but I think it
would be best to just take the break and then do the
whole thing. 15 minutes isn't going to be a good
breaking time.

PRESIDENT KALICKI: Okay. All right. SO,
why don't we take our 30-minute break now.

Dr. Armitage and Dr. Siddorn, during the
break, please don't discuss the case with anyone.

THE WITNESS: (Dr. Siddorn) Okay.

THE WITNESS: (Dr. Armitage) Okay.

PRESIDENT KALICKI: We will return then at
20 minutes after the hour.
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(Brief recess.)

PRESIDENT KALICKI: All right. I see
Respondent's Counsel, and I now see the Experts.

Are Claimants back with us? There we go.

All right. Welcome back, Dr. Armitage and
Dr. Siddorn.

Could you just confirm again that you hear
and see me appropriately?

THE WITNESS: (Dr. Armitage) Yes.

THE WITNESS: (Dr. Siddorn) Yes.

PRESIDENT KALICKI: All right. Then I turn
you over to Mr. Smith.

MR. SMITH: Yes. Before we start with the
cross, I just wanted to ask one thing, and that is:
Since Ms. Liquez is done testifying, we Jjust would ask
that should be put on the distribution list for
Transcripts and whatever else going forward.

PRESIDENT KALICKI: That is fine, since her
role as a witness is now complete.

MR. SMITH: Yes, just to be clear. Awesome.
Thank you.

CROSS-EXAMINATION
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BY MR. SMITH:
Q. So, good afternoon, Dr. Siddorn,
Dr. Armitage.
This first question, I guess I'll ask
Dr. Armitage: Is Kappes, Cassiday & Associates

focused primarily on exploration?

A. (Dr. Armitage) I think their work
encompasses mineral processing, mining. I'm not sure
to what extent they do exploration, to be honest. I

haven't worked for them before, so...

Q. And between Kappes, Cassiday & Associates
and Radius, which company would you say does more
exploration?

A. (Dr. Armitage) I don't know Radius. I'm

afraid my only knowledge of them has been through this

Project.

Q. Okay. Although do you define Radius as an
explorer?

A. (Dr. Armitage) Well, they were clearly an

explorer in this case, yeah.
Q. And between Kappes, Cassiday & Associates

and Gold Fields, which company do you think does more
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exploration?
A. (Dr. Armitage) I would think Gold Fields

probably has done more exploration.

Q. And are you a QP in Resource Estimation?
A. (Dr. Armitage) Yes.
Q. And, as I understand it, only a QP in

Resource Estimation can actually do a Resource
Estimate; is that right?

A. (Dr. Armitage) Well, not necessarily.
Remember, the term "QP" is solely related to the sort
of CRIRSCO Code of reporting codes for resources. So,
each Resource Estimate that is produced using one of
those codes needs to have at least one CP--sometimes
they are called "Competent Persons"--as CP or a QP, if
you are reporting using one of those codes, yeah.

Q. If you weren't reporting, you would still
request that a QP do the Resource Estimate; right?

A. (Dr. Armitage) Well, you don't--a QP is a
self-governing title, you know. You need to decide
yourself, i1if you're producing an estimate, if you feel
suitably qualified to produce that estimate.

So, I would say that, if there needs to
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be--the more people you have involved in an estimate

that understand the geology 1is better, yeah? Whether
they would call themselves QPs is kind of up to them,
you know.

Q. Okay. Do you know i1f Garrett Rush would be
a QP in Resource Estimation?

A. (Dr. Armitage) I wouldn't think so, but I
don't know.

0. And is there such a thing as "Indicated
Reserves"?

Is that one of the classifications?

A. (Dr. Armitage) No.

Q. Based on your experience, 1is 1t acceptable
for a publicly traded company to know it has Mineral
Resources but choose not to report them?

A. (Dr. Armitage) I would think there are lots
of situations where publicly listed companies don't
report their Resource Estimates because they haven't
done the work that is required to produce them. If
they have produced a Resource Estimate themselves that
they are comfortable with, then it would make sense to

report it. I don't know 1f there's a requirement.

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1987

Q. Okay. Let's talk about the Operating Mine.
How much do you estimate that the Claimants
spent to develop the Operating Mine?

A. (Dr. Armitage) I can't recall the exact
numbers. I would think that, in total, they must have
spent--I'm guessing. I can't recall the numbers, but
I think it would have been $10 or $20 million, that
sort of number. That would be my estimate.

Q. Okay. You mentioned in your presentation
that you managed Feasibility Studies.

Do Feasibility Studies normally reduce the
risk in a project?

A. (Dr. Armitage) Yeah. I think the more
technical work you can do on a project before--on a
mining project before you put it into production, the
more understanding you would have, I think, and it
would increase the chances of success, I think.

Q. Which means it would reduce the risk; right?

A. (Dr. Armitage) Well, you know, like in a
case in point here, with gold, the biggest risk is
always the continuity of the mineralization. With

gold deposits, that's the big risk. And I think the
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advantage here is that, you know, because it has been
mined, that continuity is evident.

So, I think for a gold deposit, you know,
the big issues really are, you know, understanding the
continuity of the mineralization, and the more you can
get a handle of that, then the less risk there would
be of putting that mine into production, I think,
yeah.

Q. Okay. And you talked about, and you
presented, a Mineral Resource Estimate done by Gold
Fields.

So, I'd like to pull up document C-0046,
please. Okay. Can we go to Page 472

So, 1s this the Mineral Resource Estimate

that you were referring to?

A. (Dr. Armitage) It is, yeah.

Q. And would you consider this to be reliable
data?

A. (Dr. Armitage) Well, as I said in my

presentation, these Mineral Resource Estimates were
produced in 2003, at the time, using two alternative

cutoff grades to show the sensitivity of the Resource
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to that and using two different methods. As you can
see, there's a sectional estimate and there's a Gemcom
model. Gemcom is actually a software developed by
SRK—--

(Interruption.)

A. (Dr. Armitage) I was saying, there's two
types of estimate. There's a sectional Resource
Estimate, and then there's a Gemcom estimate. So,
it's an estimate that was used--well, it was produced
using Gemcom software. It's a type of modeling
package.

So, if you've produced a method using two
different methods and looking at alternative cutoffs,
and you're producing it at the time, then I wouldn't
personally have any reason to request that estimate.

Q. Okay. There are no confidence
classifications in this estimate; right?

A. (Dr. Armitage) No. But the confidence
classifications are part of the reporting codes, and
the reporting codes are for public reporting. So, if
this estimate had been reported in the public domain

using one of those codes, then, yes, there would have
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been a requirement to classify it. But if you're
producing something internally for your own
decision-making, then there is no need to classify.

Q. Okay. Can we go to the first page of this
document?

So, you see it says there that this is an
"Exploration Potential Summary Report."

Do those words make you think that this is
actually a Resource Estimate?

A. (Dr. Armitage) Well, I think there is
clearly a Resource Estimate in 1it, but I've obviously
read this Report, and one of the main focuses of this
Report is to talk about the potential for all the
other projects. So, there's a lot of discussion on
which of the targets should be further explored, and
that's the aim. 1It's to present the Resource
Estimates that have been demonstrated to date and talk
about which of the other projects they felt were
worthy of further exploration. So, it does both, T
think.

Q. Okay. Let's go back to Page 4.

Would you consider that this what you call
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"Mineral Resource Estimate" is compliant with any
reporting code?

A. (Dr. Armitage) I don't think it purports to
be compliant. And, remember, those codes are simply
reporting codes. They are not estimation codes.

Those codes--

Q. I agree. You've made that pretty clear, so
I understand your testimony on that point.

I guess my question is: Based on your
review of this document, would you consider this to be
a Mineral Resource Estimate that is compliant with any
of the codes?

A. (Dr. Armitage) I wouldn't measure it against
something it is not purporting to be. 1It's not
purporting to be a Resource Estimate reported
according to the public reporting codes. 1It's
presenting an estimate, a Resource Estimate to convey
to us how much mineralization had been delineated to
date, and I think it does that pretty clearly.

Q. Okay. I mean, not to belabor the point, but
could Radius, for example, have taken this estimate

and said that they have now a resource with
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244,350 ounces--ounces of gold and reported that to
the Canadian markets?

A. (Dr. Armitage) As long as they followed the
reporting rules, yeah, which I'm sure they perfectly
could have done. I mean, it's clear from the Report
was there a lot of information. There was a lot of
work done. So, I would think, if they wanted to
report it using one of public domain codes, they could
do.

Q. So, then do you believe this is compliant
with CIMvVal?

A. (Dr. Armitage) It is not compliant--well,
CIMVal is the valuation code, yeah, but the CIM Code,
which is the Resource reporting Code, is a reporting
code. It's not an estimation code. So, if you wanted
to report this estimate using the CIM Code, I'm sure
you could have done.

Q. Okay. Interesting.

Do you know how big those sections are,
where it says "Sectional Resource Estimate"? Do you
know how big those are?

A. (Dr. Armitage) I'm not sure I understand the
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question.
Q. Sure. It says "Sectional Resource
Estimate." So, I'm guessing it's looking at sections

of the Deposits; right?

A. (Dr. Armitage) Well, the way a sectional
estimate works is you produce a two-dimensional
picture of the mineralization.

Q. Right.

A. (Dr. Armitage) You work out on that vertical
section the area of the mineralization, and you
then--and you apply a grade to that based on the
drilling information, and then you extend that section
to the next section in order to develop a tonnage.

And so, then--so, every section, you know,
has a tonnage assigned to it, whereas the Gemcom model
is a three-dimensional block model. So, it's like a
LEGO setup, where every block has an individual grade
estimate.

Q. Right. And the blocks can be different
sizes; right?

A. The blocks would typically be at--you know,

there's a lot of rules and guidelines and thoughts
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about what block size should be, whether blocks should
be too big or too small. It's a whole exercise, as
you can imagine, but you could make the blocks
whatever size you thought appropriate.

If you were mining--1if you were planning to
mine something quite thin, you would probably have
small blocks so that you can model it correctly. If
you were mining something that's really big, you would

probably have big blocks.

Q. Right.

A. (Dr. Armitage) So, it depends on, really,
what you are planning to do. They could be any size.

Q. Correct. $So, as to the sections, they could

be any size, too, I would imagine?

A. (Dr. Armitage) Well, the section--the size
of the section is not really relevant, is it? So,
it's simply two different techniqgues.

The challenge, if you like, with the section
estimate is you're assuming that continuity from
section to section. All you're doing with the 3D
model 1is you're physically drawing a line. You are

actually using the same data. In one of them, you
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create a 3D model, and in the other, you have a series
of 2D models.

Q. Okay. So, whenever you are assuming the
continuity with the sectional resource--I guess you
could then confirm that continuity with more drilling,
I would imagine.

Is that right?

A. (Dr. Armitage) Well, the more drilling you
do, the more comfort you get. I think the--the
important thing, of course, with this estimate 1is
that, you know, the mine has a year and a half, nearly
two years, of history of mining it, and it's
demonstrated that it is sufficiently continuous to be
mined, which, you know, you don't have at the drilling
stage, you know. So, I think, in this case, that
continuity has been--subsequently been demonstrated.

Q. Okay. Let's go back to the first page of
this document. There we go.

So, that date of November 18, 2003, this is,
of course, after Gold Fields left the Project;
correct?

A. (Dr. Armitage) I can't recall the exact date
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that Gold Fields left. I know they left around about
the end of 2003.

Q. Can we pull up Document C-0039? Let's go to
Page 17. You see underneath "Property Ownership"?

Keep going down, please. Right there.

It says—--withdrawn.

"Announced on October 22, 2003, that it
reached an agreement with Gold Fields Inc."

So, that would be before November 13; right?

A. (Dr. Armitage) Yeah. But it's Jjust
announcing an intent, isn't it? I'm not sure of the
day that Gold Fields actually finished working.

Q. Did you ever check?

PRESIDENT KALICKI: Well, maybe it 1is
simpler. I mean, the document you were just asking
him about, the Gold Fields Summary Report, C-46, the
very first page of it, the introduction, says Gold
Fields sold its interest in the joint wventure to
Radius in November 2003. So, that would have been the
same month as the summary report.

I don't know if that helps clarify things.

BY MR. SMITH:
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Q. We can go back to that. That would be

C-046, Page 2, I think. 1I'm going to correct.

Anyways, you heard Madam President use the
past tense, "sold." Does that make you think that
maybe Gold Fields had already sold its interest in the
joint venture?

A. (Dr. Armitage) It's possible. I don't know.

Q. Is there anything, actually, that you have
seen in this document C-0046 that would lead you to
believe that Gold Fields actually prepared it, as
opposed to somebody who wasn't a Gold Fields employee?

A. (Dr. Armitage) Sorry. My understanding is
that Stephen Maynard did a lot of work when Gold
Fields were done. I couldn't tell you if he was
employed by them or not, but I think he produced this
estimate for them.

0. After it had been sold?

A. (Dr. Armitage) Well, no, the estimate would
have clearly been produced before this Report was
presented.

My interpretation would be that Gold Fields

produced the estimate, they made an assessment of the

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 1998

Project, they subsequently decided to leave, but, you
know, this estimate and the subsequent estimate that
was produced by CAM in early 2004 are essentially
based on the same data, Gold Fields data.

Q. Yes. But your assumption, then, is that
Gold Fields actually sold and then had somebody else
prepare an estimate after the transaction date?

A. (Dr. Armitage) No. I'm saying that I would
assume that the estimate was produced before Gold
Fields left.

Q. And that assumption is based on what?

A. (Dr. Armitage) Well, because you wouldn't
have produced it at the same time. A Resource
Estimate takes a long time to produce, you know.

So, my understanding is--is that that
estimate was essentially produced by Gold Fields or on
behalf of Gold Fields. 1If that's not correct, then
someone should tell me.

Q. Did you ever ask the Claimants if Gold
Fields actually prepared this?

A. (Dr. Armitage) No.

Q. Now, let's go back to Page 4 in this
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document.
So, we see there a reference to Laguna
North.
Do you see it?
A. (Dr. Armitage) Yeah.
Q. And that is, of course, outside of

Progreso VII; correct?

A. (Dr. Armitage) That's on the Margarita
license, yeah.

Q. Did Exmingua ever have the permits necessary
to mine Laguna North?

A. (Dr. Armitage) Not that I'm aware of, no.
That's, of course, not a requirement for producing a
Resource Estimate.

Q. Have you looked at the EIA for Laguna North?

A. (Dr. Armitage) Only briefly, but I have seen
it--well, not for Laguna North, but for Progreso VII
and Margarita. I may be wrong. I don't think it's
exclusively for Laguna North.

(Interruption.)
Q. Why don't we go to that EIA? It would be

C-0081, and it is the Spanish wversion. And let's go
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to Page 6 in the PDF.

So, I will try to lead us through this
without the translation, but if you need it, we can
certainly use it.

Do you see where there is a--

PRESIDENT KALICKI: Wait. I'm sorry. If we
have--there appears to be an English version up on the
screen as well, so—--

(Overlapping speakers.)

MR. SMITH: Very good point.

PRESIDENT KALICKI: Rather than taking an
English speaker and telling him to rely on the Spanish
version, unless there's a material difference between

the two, why don't you let him look at one he can

read?
MR. SMITH: Absolutely.
BY MR. SMITH:
Q. So, you see where it says "Heading A,

Description of the Project"?
A. (Dr. Armitage) I do.
Q. Great. And so, this is the Santa Margarita

Environmental Impact Study; correct?
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A. (Dr. Armitage) I'll take your word for 1it.
(Overlapping speakers.)
(Interruption.)

Q. The question was: Do you see it at the top

right-hand corner?

A. (Dr. Armitage) Yes, I do.
Q. And let's go down underneath that Heading A
to the--one, two--no. Sorry. Keep going down. Keep

going down. Stop right there. It says--go up a
little bit, please.

"Initially, the plan is to mine two areas
within the polygon of the Exploration License known as
SM-1 and SM-2."

Do you see that?

A. (Dr. Armitage) Yes.
0. Have you ever seen a Mine Plan that was

prepared by Exmingua for these two areas?

A. (Dr. Armitage) I don't think I have, no.
Q. Did you ever ask for one?
A. (Dr. Armitage) I might have asked for--if

there was a plan available for Laguna Norte, yeah.

Q. Okay. Do you recall what the answer was?
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A. (Dr. Armitage) Well, I certainly haven't
seen one, so-—-and I'm pretty sure I would have asked.
Q. Okay. So, then it says here: "The area
SM-1, formerly known as JNL."
Do you see that?
A. (Dr. Armitage) Yeah.
Q. And then: "In deposit SM-2, formerly known
as Laguna Norte."
Do you see that?
A. (Dr. Armitage) Yes, I do.
Q. So, we're going to focus on SM-2, but I want
to make sure we're on the same page as to what it is.
Let's go to Page 42 in this document. This
is where we have to, unfortunately, go to the Spanish.
So, I suppose, maybe, do you have a headset
to hear the English? Because I have to read it in
Spanish to you.
(Overlapping speakers.)
ZOOM TECHNICIAN: Excuse me, Counsel.
Just--if you want to go to the Spanish channel and
read in Spanish, we will have the interpreter there

listening to the English channel.
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MR. SMITH: Okay. Sorry.

BY MR. SMITH:

Q. So, I'm going to read in Spanish here.

"The estimation of Resources of the Project
deposits has indicated that there is an Inferred
Resources of 102,300 gold ounces for SM-2 for that
deposit."

Dr. Armitage, 1s that consistent with the
Resource Estimate that you say was prepared by Gold
Fields?

A. (Dr. Armitage) I'm afraid--I'm seeing
Spanish at the moment, and I heard it in Spanish.

PRESIDENT KALICKI: Okay. Then you must not
be on the English channel. On your Zoom, do you see a
button that says "Interpretation" on the bottom?
Click on that and click on "English."

THE WITNESS: (Dr. Armitage) Okay.

MR. SMITH: Okay. We will try this again.

THE WITNESS: (Dr. Armitage) Okay.

BY MR. SMITH:

Q. "The Resource Estimate of the Project

deposits has indicated that there is an Inferred
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Resource of 102,300 ounces of gold for the SM-2
deposit."

Dr. Armitage, 1s that consistent with
the--what you call "Gold Fields estimate"?

A. (Dr. Armitage) No. I would say that's more
consistent with the estimate that was produced by CAM
in 2004, but was reported at a lower cutoff.

0. Correct. Would that, then, lead you to
believe that perhaps Exmingua was looking at the 2004
Resource Estimate and was not relying on the--what you
call "Gold Fields estimate"?

A. (Dr. Armitage) What's the next bit say with
the SM-2, the 10.6 grams? What does that reference?

Q. I'll keep reading. We are going to get
there anyways.

"And an estimate of 21,000 gold--ounces of

gold, with an average grade of 10.6 grams/tonne for

SM-1."
A. (Dr. Armitage) Yeah, right.
Q. So, I'll go back to the guestion.
The question is: Looking at this, does that

make you think that Exmingua was actually relying on

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2005

the CAM Resource Estimate, not what you call the Gold
Fields Resource Estimate?

A. (Dr. Armitage) Well, all I can tell you 1is
that it seems to be more in line, in terms of the
grade, at least, with the CAM statement. I think they
are all drawing upon the same data. It depends what
cutoff grade you apply.

Q. Okay. Let's--I do want you to recall that
21,000 ounces for JNL, because we will come back to
that.

So, let's go to your First Report,

Paragraph 33. Paragraph 33.

So, this is the Life-of-Mine Plan, and it
commenced in the full year--in 2016 full year, with
projections on an annual basis.

So, then I would--we would then read this to
mean that your Life-of-Mine Plan starts on January 1,

2016; is that correct?

A. (Dr. Armitage) Yeah.

Q. On January 1, 2016, was the plant actually
operational?

A. (Dr. Armitage) I think, actually, at the
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beginning of January it was going through some work on
the bond mill or something. I can't remember.
Q. Correct. It wasn't operational, was it?

On January 1, had it reached steady-state

production?
A. (Dr. Armitage) No.
0. And on January 1, had it reached 82 percent

recoveries, on average?

A. (Dr. Armitage) It wasn't averaging
82 percent, no.

Q. If you were to correct your Report and apply
your estimates after May 2016, that would, of course,
reduce the total production, wouldn't it?

A. (Dr. Armitage) I'm not sure, to be honest,
what-—-the model--the percentages were that started or
finished, but obviously if you were just starting it
halfway through 'l6 there would be less tonnes in the
model, yeah.

Q. All right. ©Let's go to Versant Report I,
Paragraph 67--sorry. No. That's the wrong paragraph.
I apologize. Apologies. I'll get there.

Yeah, this is Versant I, Paragraph 67.
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Can we bring it up again, please? Versant.

Now we are going to Paragraph 67. That is
PDF Page 30. There we go. Okay.

So, close out that Zoom, and we are going to
look at the Figure 4.

There we go. I knew we would find it.

So, did you participate in the preparation
of this chart?

A. (Dr. Armitage) Is this chart from the

Versant Report?

Q. Correct.
A. (Dr. Armitage) No.
Q. This chart purports to show gold production

from October 2014 to April 2016; is that right?
A. (Dr. Armitage) Yeah.
Q. Do you have any reason to doubt the veracity

of this chart?

A. (Dr. Armitage) No.
Q. So, if you look at that Footnote 65 on the
screen there, it goes to document C-123. Can we get

that document, please, C-1237?

Okay. Just the first page.
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So, did you review this document in
preparation of any of your Reports?

A. (Dr. Armitage) Yeah. 1I've seen this before,
yeah.

Q. And so, 1f we were to look at the total
amount of mineral plus the total amount of waste, does
that give us the total amount mined for that month?

A. (Dr. Armitage) Yes, it should do.

Q. It should? Okay.

But you didn't actually use these numbers in
preparing your chart in production, did you?

A. (Dr. Armitage) No. We referenced these
numbers to get comfortable with the Stripping Ratio.

Q. Correct. Correct.

Did you compare these numbers on production
to your numbers on production?

A. (Dr. Armitage) Well, these are mined
tonnages. I would have--I'd have to remind myself
as—-—-the model that we produced, I think we simply
started it from the start of 'l6 with a pretty
constant production rate. We didn't pick up from the

point of end of mining.
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Do you see what I mean?

Q. Yeah, I do understand what you mean. I'm
sorry. I could have been clearer.

You did include a chart with historical
production values, in 2015, for example?

A. (Dr. Armitage) I may have done, yeah.
Q. Did you check to see if that chart matched
total production as this--
A. What figure are you talking about in--
(Overlapping speakers.)
(Interruption.)
Q. Yeah, as this chart.

I'm sorry. That was really bad.

In C-123, did you check to see if these
production numbers matched the historical production
numbers in your Report?

A. (Dr. Armitage) Which historical numbers are
you referring to in our Report?

Q. We will look them up. Let's go to SRK-2,
PDF Page 21--sorry, PDF Page 17. This figure here,
your monthly average?

A. (Dr. Armitage) This figure 1s the monthly
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average feed to the plant.

Q. Correct.

A. (Dr. Armitage) Tonnage that's delivered to
the plant.

Q. Correct.

A. (Dr. Armitage) Not the tonnage mined, which

may or may not be the same.

Q. I see.
A. (Dr. Armitage) So, we wouldn't check one
against the other, no. The numbers in that figure

came from the records, the daily records from the

plant.
Q. Correct.
A. (Dr. Armitage) Yeah.
Q. So, in C-123, you're telling us that there

will be other tonnage mined that wouldn't be put into
the plant.

A. (Dr. Armitage) I'm saying that when you
mine, you don't take all material you mine and put it
straight in the plant. So, if you're trying to verify
the tonnage that the plant processed, then you would

look at the plant data. The figure from Guapinol here
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is the mined, estimated mined tonnage.

Q. It does include the estimated ounces and
average grams/tonne, doesn't it?

A. (Dr. Armitage) Yeah. So, they were--as I
recall, they assigned a grade to every truck, which I
think was a 15-tonne truck; I can't remember. So,
every truck, a sample is taken, so they knew what the
grade was. So, they were estimating how much they
were mining, and they were estimating what the grade
is, but all that information is collected in the pit.

Q. Okay. Thank you.

So, let's just look only at your Report.
Let's get 123 off the screen.

So, in this Figure 3-1, you don't include
downtime, do you?

A. (Dr. Armitage) This is the--this 1is
throughput when the plant was operating, the average
throughput when the plant was operating.

Q. Great. So, for January 2016, for example,
it looks like you have the average throughput as north
of 150 tonnes per day?

A. (Dr. Armitage) Yes.
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Q. Great.
A. (Dr. Armitage) So, that's the throughput
when the plant was operating.
Q. Great. Great.
Although, in January, the plant hardly

operated at all; right?

A. (Dr. Armitage) Yeah. It was shut for, I
think, three weeks. I'm not sure. Something like
that.

Q. So, if we were to do the throughput based on

what the plant was actually doing on a
month-in/month-out basis, what would it do to your
chart? Those bars would go down, wouldn't they?

A. (Dr. Armitage) Well, I guess the point is
you've got to decide what you're going to do. For the
throughout that we assumed in our model, we allowed
days when there would be no production. So, it
includes--so, we are assuming that the plant operates
at 250 tonnes per day, which is what we think that it
can get to, but then we also have 15 days a year where
we assume that there's no throughput at all. That's

what the model assumes. So, these numbers are--
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PRESIDENT KALICKI: Apologies for
interrupting. I am thoroughly confused as to whether
Figure 3-1 is a modeling figure, and these are the
assumptions on which you based your analysis, or 1is
reporting actual historical data. Which is this table
supposed to be doing?

THE WITNESS: (Dr. Armitage) It's reporting
actual data from the mine when it was operating, and
it's recording the tonnage, the average tonnage that
the process plant received when it was operating.

PRESIDENT KALICKI: So, if that's your
understanding, that the data on this chart is the
actual tonnage received, 1s the January 2016 bar, in
your view, consistent with what you've just said was
the historical actual fact, that the plant was shut
for three--

(Overlapping speakers.)

(Stenographer clarification.)

PRESIDENT KALICKI: --weeks?

THE WITNESS: (Dr. Armitage) So, the aim of
this graph is to show what the plant produced, on

average, each day when it was working. So, 1f we
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included the days when it wasn't working, it wouldn't
give us an accurate representation of what it could
take because you would be unfairly penalizing it
because there were days when it was being--it was
undergoing maintenance. I can't exactly remember the
reason that the mine--the plant was down.

So, obviously, 1f you took every day in the
month, including the days when it wasn't operating,
the actual tonnes per day would be less. But that's
not what we are trying to show here. We are trying to
show what the plant could process when it was
operating.

PRESIDENT KALICKI: So, in that sense, then,
it's not a record of what the plant actually achieved
historically. 1It's a record of what you say it could
have achieved if you hadn't had that downtime, for
example, January--

(Overlapping speakers.)

THE WITNESS: (Dr. Armitage) Well, I suppose
it's recording the average throughput when it was
operating.

ARBITRATOR TOWNSEND: May I cut in for a
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minute?

PRESIDENT KALICKI: Yes, please.

ARBITRATOR TOWNSEND: So, do I understand
correctly, these bars don't represent the total output
for the month; they represent the average per day on
operating days?

THE WITNESS: (Dr. Armitage) Correct.

PRESIDENT KALICKI: All right. Thanks for
clarifying that.

THE WITNESS: (Dr. Armitage) And I guess,
you know, we're using it to show, you know, what the
plant could achieve, if it--when it gets to full
capacity. And, you know, 1f we had included the days
when the plant wasn't working, it wouldn't give a fair
picture of what the plant could process.

PRESIDENT KALICKI: All right. Thanks for
clarifying. We return you to Mr. Smith.

MR. SMITH: Thank you for the questions.

BY MR. SMITH:

Q. Can we get Document C-0157, please. You see
here we have a chart. The chart is helpful that it's
in English.

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2016

Did you consider this chart when you were
looking at your historical amounts of production
numbers?

A. (Dr. Armitage) To be honest, I'm not sure I
have seen this document.

Q. Whenever you asked for production numbers,
do you feel 1like you got a complete set of production
numbers?

A. (Dr. Armitage) I think our understanding 1is
that the numbers we got from the plant were complete
in the sense that where there was no production, the
plant wasn't operating. I can't recall if it covered
100 percent of the period from when it started to when
it finished but, certainly, I think it did, but I
couldn't guarantee that.

Q. So, let's go back to that Versant I,
Paragraph 67. We are going to look at Figure 4,
again.

So, it looks to us like, from this chart,
that mining started at Guapinol South and then had
transitioned to Poza del Coyote.

Is that the way you see it?
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A. (Dr. Armitage) That's the impression from
that graph, yeah.

Q. All right. Do you know if there was any
written plan to go back and start mining Guapinol
South again?

A. (Dr. Armitage) I haven't seen a plan that
says that, no.

Q. The fact that Guapinol South was no longer
being mined, could that lead to the conclusion that
Exmingua no longer intended to mine it?

A. (Dr. Armitage) I'm not sure you can make
that inference. I would assume there was only a
certain amount of mining equipment, and they were
mining where they were mining. There i1s no reason why
you couldn't go back and carry on.

Q. Let's move over to OpEx. So, let's pull up
SRK-1, Paragraph 50. Just English is fine.

So, here we have an Open-Pit Operating Cost.
We have Footnote 48. That's your only footnote in
that paragraph. It takes us to Document C-136 and
Document C-158 and Kappes 121.

Were there any other documents that you
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reviewed to reach this OpEx number besides those
three?

A. (Dr. Armitage) I'm not sure--maybe you
should show me those documents.

Q. Okay. Let's look at them. Let's go to
C-136, please.

So, this is the entirety of C-1367

A. (Dr. Armitage) Yeah.

Q. Can we zoom in on the top left?

So, did you ever ask for all 18 months of
OpEx numbers?

A. (Dr. Armitage) We asked for what operating
data was available, and this is what we were provided
with in terms of the document.

Q. Did it concern you that you only received
some of the operating data, not all of 1it?

A. (Dr. Armitage) Well, I guess, from our
perspective at least, there were three months here
where we--as I recall, the mine was at a reasonable
sort of steady operating rate. And--but yes,
obviously, 1t would have been nice to have data

covering a larger period.
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Q. If you look at this, it has the date there

at the top that says 30 May 'l6.
Do you see that?

A. (Dr. Armitage) Yeah.

Q. Do you think that means this document was
created on May 30, 20167

A. (Dr. Armitage) I can't comment.

Q. The fact that you only received three
months, yet there are dates of 30 May 'l6 and June 17,
'16, does that lead you to believe that perhaps there
were other months that weren't given to you?

A. (Dr. Armitage) It 1s not something I
considered, to be honest. We asked for the dates that
were available, and this is what we were provided
with.

Q. Would you consider it reliable data for
18 months of operations to only get three?

A. (Dr. Armitage) Well, you know, all I can say
is yes. Look, it would have been preferable to have
more data. This gave us three months of data, and
meant that we could check the overall costs. But I
agree with you, 1t would have been much better to have
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more.

Q. Do you think these are hard entries or
pulling from data somewhere that has actual numbers?

A. (Dr. Armitage) I don't know. I don't have
an answer to that question.

0. Every number ends in zero.

A. (Dr. Armitage) Yeah, they have obviously
been rounded.

Q. Would this make you think that these are
just hard entries, as opposed to actually pulling from
the real data?

A. (Dr. Armitage) I'm not sure you can
interpret that from the fact that they have been
rounded to the nearest 100 or whatever it 1is.

Q. If they were actual data, would you expect
to see numbers that weren't all rounded to the nearest
hundred?

A. (Dr. Armitage) Well, this is obviously an
extract from a spreadsheet, you know. The numbers
have been rounded to the nearest $100, or whatever
that number is, you know, but I'm not sure you can

infer whether or not this means they have been typed
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in, you know.

Q. So, let's--you can zoom back a little bit,
please. This is going to be difficult. A little bit
wider, please, a little bit wider. Okay. Thank vyou.

Now, there are four columns there towards
the end. You see it says "no change, monthly,

(4

estimated base operating cost,” “stripped down monthly

(4

estimated operating cost,” “stand-by cost,” and then
“bare-bones monthly estimated operating cost."
Do you see that?

A. (Dr. Armitage) Yeah.

Q. So, in one of those, should we find your
number for Operating Cost?

A. (Dr. Armitage) So, 1f I recall correctly,
what we did with that sheet is we took the $619,000,
which is monthly total Operating Cost, and we just
benchmarked that against our model, which I think has
$7.2 million or something a year. So, we sort of, if
you like, got comfortable--well, as comfortable as we
could, you know, with the assumption in our model

based on this information. But we also had--as you

know, we had estimates that Mr. Kappes had put into
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his Witness Statements of the Operating Costs he was
incurring at the time at the mine, so we had data
there as well. And then we also--obviously, we could
benchmark these costs against our experience. So, I
think that's what we had. We had this spreadsheet,
information from Mr. Kappes, and then we had our
benchmarking.

Q. So--but underneath 619, there is a cost per
tonne of 92.67, isn't there?

A. (Dr. Armitage) There is, yeah.

Q. So, you opted for the lower number, even
though there was a number that, at least, looks

historical, right underneath 619,800.

A. (Dr. Armitage) Sorry. When you say "we
adopted a"--

0. You opted for.

A. (Dr. Armitage) In what sense?

0. Well, you picked $83 per ton, and this
document has $92 per ton, and the 92 is right under
the 619,800 that you used. So, you looked at 619,800,
and then, instead of going down to 92, you went to

someplace else to get 837
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A. (Dr. Armitage) No. Yeah. It would be--83
is a result of other assumptions in the model, which
assumes that the mine is working at a steady state.
These are actual numbers from a period in time when
the project was still ramping up, so obviously there's
a reasonable chance it's going to be more expensive
per ton when the plant is not full. So, I don't think
you can take--I would see this as a sanity check as a
number, but we're trying to predict what the costs
should be going forward, not what they are when we are
trying to still understand the mine.

Q. Understood. What was the mine life that you
understood for the Operating Mine to be?

A. (Dr. Armitage) I think we took the Total
Resource, applied mining factors to it, and it ended
up giving us about a 10-year life, I think.

Q. Let's go to C-0082. 1If we could please go
to Page 22. Let's look at the second full paragraph.
This is the Progreso VII EIA.

You reviewed this in preparation for your
Report; right?

A. (Dr. Armitage) I've seen this document. I
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couldn't say that I've reviewed it in detail, no.
Q. It says here "The Project is designed to be

developed over a period of 7 years, of which 9

to"--I'm guessing that's a translation for
"to"--"12 months will be construction, 5 years of
operation."

So, based on this EIA, the mine life was
5 years; right?

A. (Dr. Armitage) Yeah, but that's often the
case that when an EIA is submitted that an estimate 1is
put in and then, as time goes, and as you progress it,
the mine ends up working for much longer and you apply
for an extension to the EIA.

I mean, it's not unusual to have a number in
the EIA that is different to what a mine turns out to
do. So, I don't think there's any conflict with what
is there and what is in the model.

Q. Wouldn't this seem to indicate to you that

Exmingua had a mine plan that was five years of life?

A. (Dr. Armitage) Yeah, but remember this 1is
only covering Progreso VII. It doesn't cover Laguna
North. So, even in our model it may only be
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seven years in Progreso VII. So--but, to my mind,
this doesn't impact on, you know, the assumption of
how the mine would progress, you know.

Q. Okay. You talk about ramp-up. Was this

plant at steady-state production?

A. (Dr. Armitage) Not in my opinion, no.

Q. And it had been 18 months of production;
right?

A. (Dr. Armitage) It had been, yeah, pretty

well about that, I think. Yeah.

Q. Okay. So, if we were to take this
five years as true, the mine was approaching almost
half of its life and was still not at steady-state
production; right?

A. (Dr. Armitage) I think one of the challenges
with, you know, mines like this--I mean, as we said,
it's a very high-grade mine. And, as a result of
that, the tonnages that the plant is processing are
relatively small in order to get the gold that is
needed.

So, even though I would say the ramp-up is
longer than ideal, than normal, possibly, but the fact
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that the tonnage is relatively small means it takes
longer to address all of the problems because you are
not actually mining so much. If you were mining 10
times as much, you would have 10 times as much
experience. So, I think we have to accept that, given
that the processed tonnages are relatively small, then
the fact that the ramp-up is taking quite a long time,
which I agree with you, 1is perhaps not surprising.

Q. Let's talk about recoveries. You disagree,
of course, with SLR about recoveries.

Let's look again at C-0157. Let's look
again at this chart, just the chart.
Now, I understand your testimony is that you

have never seen this document before today, I guess?

A. (Dr. Armitage) I don't recall it. I may
have done.

Q. From this chart can you calculate the
recoveries based on gold fed and gold in bags?

A. (Dr. Armitage) Well, I would rather do it
over the full 1life of the mine. You know, there's
different information here in terms of the gold in

bags. I presume that's the gold in the concentrate

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2027

that had either been shipped or is due to be shipped.
You know, you can't relate the gold in a bag in March,
necessarily, to the tonnage fed in March. So, you
know, this bit of information here is a bit too
isolated. I think what you need to do is take the
whole of the life and look at the gold that is fed to
the plant. And the way we calculated our estimate of
recovery is we looked at the tonnage and the grade
that was fed to the plant, and we looked at the grade
of the tailings material, so, you know, we could
calculate how much gold had been produced.

The problem with the gold in bags is that
it's a bit disconnected, you know, from the tonnage
plant feed. You are not comparing like with like.
So——

Q. So, then, you would assume that there would
be other gold that wasn't in a bag that was somewhere
at the plant?

A. (Dr. Armitage) No. I'm just saying, with
this bit of information here, I'm not sure you have
all the information you need to calculate the

recoveries.
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Q. Well, this would at least tell us, based on
how much had been fed into the plant, how much was
coming out in bags; correct?

A. (Dr. Armitage) Yeah. And I don't know what
gold is still in the plant, you know. You don't--I'm
just saying it's too much of an isolated bit of
information, you know. The--I would say--as I say, we
looked at the tonnage that was fed to the plant, the
grade that was fed to the plant, the grade of the
tailings, which directly relates to the same tonnage.
And on that basis, we could work out the recoveries,
and they are the numbers we present in our Report.

Q. This is 10 months of data. Just looking at
it, did you--how many months do you see where the
average was above 50 percent?

A. (Dr. Armitage) I can--we can look through
it.

Q. Yeah, because the thing is, I only see one
month, maybe two. Maybe three, barely.

A. (Dr. Armitage) Yeah.

Q. So, this is actually quite a lot of data,

isn't it? 1It's 10 months of data as plant
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performance, and we're seeing recoveries generally
below 50 percent. Does this give you any cause for
concern as to how Exmingua could actually get
recoveries out of the mine?

A. (Dr. Armitage) Well, look, I know--you know,
because we have obviously looked at the data from the
transfer sheets and so on, so we know that if you
calculate the recovery by using those two disconnected
data sources, the plant feed and the gold that was
sold, you end up with a lower overall recovery than if
you do it using the way we did it. But my argument
would be that there are issues there--there is
definitely some accounting issues that need to be
decreased in the plant in terms of understanding that
disconnect, you know, which still needed to be done.
But it doesn't escape the fact that there's a test
work report that was completed prior to the mine going
into production, which demonstrated that the mine,
theoretically, could produce up to over 90 percent.

So, I know those recoveries, obviously, are
not always so easy to achieve in practice. But to

assume 82 percent when you have test work saying you
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can achieve up to 92 seems a reasonable assumption.
We are not trying to predict what the mine is doing
now; we are saying what can the plant achieve.

Q. But--I'm sorry.

Let's—--if I were to look at just one day of
recoveries, 1s that representative of the entire
18 months of historic data?

A. (Dr. Armitage) No.

Q. Let's talk about Capital Costs.

Can I get SRK-1, Paragraph 54. Okay.

So, this here is your Capital Costs estimate
of $11 million. And then you have a cite there to
Footnote 53.

Can we look at Footnote 53.

So, 1is that the extent of the data you
relied on to reach that Capital Costs number?

A. (Dr. Armitage) Yeah. That's the only
information we had. I mean, we could obviously check
the assumptions 1n terms of costs per meter advanced
and that sort of thing, but yes, other than that, we
had no information.

0. No information. Okay.
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Let's move on to the--what you termed the
Known Exploration Potential. Do you believe that the

distribution of potential gold in Tambor is even?

A. (Dr. Armitage) In what sense?

Q. Throughout the entire set of prospects plus
deposits.

A. (Dr. Armitage) No.

Q. Okay. So, for example, you don't believe

that half of the total ounces were contained in
Progreso VII and half in Santa Margarita?
A. (Dr. Armitage) No.

Which total ounces?

Q. Total ounces of gold that you thought was
there.

A. (Dr. Armitage) Right. Okay. No.

Q. And isn't it true that for some of the

prospects in Santa Margarita, the rock samples and the
surface anomalies were not confirmed by further
drilling?

A. (Dr. Armitage) Well, as I recall, I think
there was some drilling at JNL which wasn't overly

encouraging. That's exploration, as I think I said in
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my presentation. If you're exploring, even in a
brownfields area like this, it is still a relatively
low percentage of success. So, you would highlight in
this case, you know, those 14 prospects that have been
identified. You wouldn't expect that all of those
would become mines, no.

Q. Let's look at SRK-1, Paragraph 71. And as
we get there, I'm going to follow up on that last
question.

So, it is then, of course, possible that
every instance of rock samples and surface anomalies

would not be confirmed by further drilling?

A. (Dr. Armitage) Sorry. Could you repeat that
question?
Q. Sure. It is, of course, possible that all

of the instances of rock samples and surface anomalies
might not be confirmed upon further drilling?

A. (Dr. Armitage) Yes, that's possible.

Q. Okay. You state here that "We have
concluded that the three targets with the most
potential are Guapinol North, Rio Quixal, and JNL."

When you say "we," that means SRK; right?
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A. (Dr. Armitage) Well, the team of people that

were involved in this work, correct.

Q. Correct. It doesn't mean Exmingua or the
Claimants? Did you say no? I'm sorry. I couldn't
hear.

(Interruption.)

(Stenographer clarification.)
A. (Dr. Armitage) It is SRK's opinion.
Q. Have you seen any indication that the

Claimants had exploration geologists to make the
decision that you made?

A. (Dr. Armitage) This judgment that we made
was largely based on the information that was in the
Maynard report that you showed me earlier.

Q. Correct. But my question was different.

Did the Claimants have the exploration
geologists to make the conclusion that you made?

A. (Dr. Armitage) I don't know. I know they
had geologists on site who were working in the pit,
but I think they were probably full-time focusing on
the mine at the time.

Q. And for the drilling program that would have
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occurred at the Exploration Potential, that would have
required money, of course; right?

A. (Dr. Armitage) Yeah.

Q. Did you ever take any steps to assure
yourself that, as of May 2016, the Claimants actually
had cash on hand to start--

(Interruption.)

(Stenographer clarification.)

Q. -—-a drilling program?
A. (Dr. Armitage) No.
Q. Wouldn't it be important to you, for the

purposes of this analysis on the Exploration
Potential, to at least know that the Claimants or
Exmingua had cash on hand to start in June 20167

A. (Dr. Armitage) We are making the assumption
that, once they get the mine up to a reasonably steady
state, they would then refocus on exploration. And,
in our opinion, these three areas looked like the ones
that had the most potential.

Q. So, then, when do you think this mine would
have achieved steady-state production? It wasn't
there in May 2016. So, when was that going to happen?

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2035

A. (Dr. Armitage) Well, I guess it 1is the
steady state in the mining and the steady state in the
plant and different areas. The other key thing would
be freeing up the geologists, as you said, to do the
work, and then confirming the money. I couldn't
comment on the money. The Claimants have spent a lot
of money already. I don't think they would have been
worried about spending money on exploration once they
wanted to focus on it.

So, you know--but...

Q. Sorry. I understand that. My question was
a little bit different.

When was this plant going to reach
steady-state production?

A. (Dr. Armitage) We don't know. I think our
model effectively assumes that they'd get to steady
state at the end of the year, six months, I think.

Q. But at the same time, your drilling program
for the Exploration Potential starts in June 2016;
right?

A. (Dr. Armitage) well, We don't have a

drilling program, so there is a lot of work that would
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need to be done first. Before you started drilling,
you would need to decide where you wanted to drill.
So, you know, the process doesn't start with the
drilling. Someone has to make a plan. So, there were
four years between--five years now, from that time.
Five years is plenty of time to undertake the drilling
we envisaged.

Q. Yeah, but you presumed it would start in
2016, didn't you?

A. (Dr. Armitage) I didn't have--I don't
particularly have a date in mind. I'm simply saying
that within four or five years, you could have easily
done this work. Whether it started in December, or

early next year or the year after, is probably not

critical.
Q. Let's go to SRK-1, Paragraph 65.
So, this is in order to assess the--what you
call "Known Exploration Potential." We have--if you

go down to the third bullet, "variant. How much they
would have advanced by the time of this Report, had
Exmingua undertaken further exploration after

May 2016."
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So, anything after May is okay?

A. (Dr. Armitage) Well, obviously, 1f they
didn't start progressing the work until 2018, it would
be a lot harder to do the same amount of work.

Q. Okay.

A. (Dr. Armitage) But I don't think it
necessarily needed to start in June 2016, no.

Q. I see.

Let's go to C-158. Let's go to the--let's
see. This is a weekly cash flow position. Let's go
to--let me get the right page for you here.

You reviewed these documents in preparation

of your Report, didn't you?

A. (Dr. Armitage) I couldn't tell if you I've
seen this document. I may have. I don't know.
Q. But wasn't it one of the two exhibits--
(Interruption.)

(Stenographer clarification.)

Q. --that you cited for the operating expenses?

A. (Dr. Armitage) Yes, it was, 1if this is 157.
Is it?

Q. 158.
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A. (Dr. Armitage) 158. Yeah. Then certainly
we will have seen it, and I probably saw it.
Q. So, let's look at Page 28 in this document.

So, you see on the right where it says "cash

in bank." And there it says 6,869.63.
A. (Dr. Armitage) I can see that.
Q. Would that have been enough to get started

on an exploration program?

A. (Dr. Armitage) You wouldn't be able to drill
much with $6,000, no.

Q. Have you ever seen anything that would
indicate to you that there was cash to start any
drilling program?

A. (Dr. Armitage) I think you have to be fair
to the Claimant who'd already invested a significant
amount of money in the project and they are showing
that they are willing to do so.

Q. So, you are assuming that there would just
be future cash infusions--

A. (Dr. Armitage) Well, our assumption is that
the exploration work would be done. That is clearly

what that premise is about. But I'm not sure that
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Jjust because the weekly cash flow from the mine when
it is in ramp-up is low is a good reason to say they
wouldn't do the work needed.

Q. So, for the Exploration Potential, you have
included that the three targets are Guapinol North,

Rio Quixal, and JNL combined East and West; is that

right?
A. (Dr. Armitage) Yeah.
Q. Do you remember when I showed you

Exhibit C-00817
A. (Dr. Armitage) Which one was that?
Q. Okay. Let's look at it again. It would be
page--let's see. Page 42. 42. That is not 42.
You have to use the Spanish. Okay.
So, you remember we talked about how there
was 21,000 ounces of gold with a cutoff grade of

10.6 grams for SM-1? Do you recall that?

A. (Dr. Armitage) Yep.

0. And SM-1 is JNL; right?

A. (Dr. Armitage) Correct.

Q. And that is one of your known Exploration

Potential targets; correct?
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A. (Dr. Armitage) It 1s, yes. But that

estimate there--I mean, at the time, there were no

resource estimates that we're aware of. I haven't
seen anything that backs up that number. We're
talking about the potential for a resource to be
proved up following further drilling, rather than any
resource that exists at the moment.

Q. So, you Jjust--are you telling me that you
presumed that this 21,000 ounces was just done without

a Resource Estimate?

A. (Dr. Armitage) No. I mean, I haven't seen a
Resource Estimate that reports 21,000 ounces for JNL.
Q. Correct. But this is what Exmingua was
ready to present to the Guatemalan Government; right?

A. (Dr. Armitage) I don't know. I'm not sure.
Was this document submitted?

Q. The 102,300 ounces, that matches the CAM
Resource Estimate, doesn't it?

A. (Dr. Armitage) Not quite.

Q. Pretty close?

A. (Dr. Armitage) It 1s reasonably close. The
grade i1s in the right ballpark.
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Q. Yeah. So, for one of them, you're willing
to accept that it probably did come from a Resource
Estimate, but not the other?

A. (Dr. Armitage) I'm just saying I haven't
seen anything that backs up that number.

Q. Okay. And just to be clear, this EIA was
submitted in 2017.

A. (Dr. Armitage) Okay. Fine. Yeah.

Q. Let's look at--keep that 21,000 number in
your head.

Let's look at SRK-2, Page 73.

So, this is a table here, and it has JNL
East.

Do you see it?

A. (Dr. Armitage) This is from the Unknown
Exploration Potential, yeah.

Q. Correct. I think you can answer this
question though. You have it--SRK has it between
278,400 and 487,200 ounces, doesn't it?

A. (Dr. Armitage) It does, but I think it's
more appropriate for James Siddorn to answer these

questions.
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Q. We'll get to James. But that is, I would
say, about between 10 and 20 times more than what was
contained in that EIA; correct?

A. (Dr. Armitage) Yeah, but this is an
estimate. This 1s why you should really be asking
James Siddorn. This is an estimate of the potential
resource that could be discovered if more drilling was
done. It's not an estimate of what resource had
already been demonstrated to be present. So, it's not
surprising the numbers are very different.

Q. A question for you--this is still for you.
Did you prepare a Mineral Resource Estimate for the

Known Exploration Potential?

A. (Dr. Armitage) No.

Q. Okay. Would you agree with this statement
of: "Few mineral companies find exploration
profitable. For most companies it 1is, at best, a

marginal economic activity."

A. (Dr. Armitage) I don't know whether I agree
with that or not, to be honest.

Q. Let's turn to C-620. Let's go to Page 21.

And it's on the right-hand column. Scroll down. Keep
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going. Right there. Stop.

"Eggert (1993) for most companies it 1is, at
best, a marginal economic activity."

This is actually from a document you cited,
isn't 1it?

A. (Dr. Armitage) It 1s. But I can't see what
you are reading. Oh, there, right. 1Is that talking
about greenfields exploration or brownfields
exploration? We'd have to scroll up and look
elsewhere in the document, I think. I suspect it is
talking about greenfields.

0. You think so?

Let's go back down. Let's look at it again
and we'll go to the next bullet. Let's see here.

So, Mr. Schodde looks at 109 major
Australian gold projects, indicating that an average
return of $1.02 for every one dollar spent on
exploration. That would seem to indicate we're
talking about actual discoveries; right?

A. (Dr. Armitage) Well, I'm sorry, I've not
read that paper. It's not a paper that we've used as

a basis for our Report.
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PRESIDENT KALICKI: Mr. Smith, since he's
said a couple of times he hasn't read either of these
studies, 1t seems to me you are mostly pointing them
out to us. You are not going to get anything
meaningful from the Witness about the studies he
hasn't read, so you may wish to move on.

MR. SMITH: It was actually the last
question on this topic, so you and I are on the same
wavelength.

THE WITNESS: (Dr. Siddorn) Madam President,
at this point, can we take a quick break?

PRESIDENT KALICKI: Sure. I had been
planning to do that in the next 15 minutes anyway, but
if you prefer now, we will do that.

Let us take our 10-minute break now. We

will return at 5 minutes to the hour. And the same

instructions: Don't discuss the case during the
break.

THE WITNESS: (Dr. Siddorn) Yeah.

THE WITNESS: (Dr. Armitage) Thank you.

MR. SMITH: Thank you.

(Brief recess.)
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PRESIDENT KALICKI: All right. I see the
Experts, the Tribunal. Do we have Counsel?

Mr. Smith? Do we have Claimants' Counsel back?

MR. SMITH: I'm back.

PRESIDENT KALICKI: I know. I'm waiting to
see if Claimants' Counsel are back before you're
allowed to begin.

MS. ZAROWNA: We are right here. Thank you,
Madam President.

PRESIDENT KALICKI: Thank vyou.

All right. Welcome back, Dr. Armitage,

Dr. Siddorn.

I return you to Mr. Smith now.

BY MR. SMITH:

Q. So, Dr. Armitage, let's go to SRK-2,
Paragraph 96.

Okay. Here, the first sentence: "It is not
correct that the Exploration Status Method is not
widely used."

And then you have a Footnote 163. Let's go
to Footnote 163.

That is 162. Again. 163. There we go.
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No, sorry. Go to--actually, let's go to 164. Oh,
sorry. Yes, 164.

So, here you cite to a document, 593, which
is an SRK document. Then you talk about other
instances where SRK used this method.

So, 1n response to this criticism, you only
have identified instances where SRK, you claim, uses
this method; correct?

A. (Dr. Armitage) Yeah, but the problem is that
"this method," I would say, 1s more often used when
one company 1s, for example, buying another one and
assessing its exploration assets. It is not--you
know, even though I believe 1t i1s widely used, and it
certainly is widely used by SRK, it--you don't--you
don't see it in the public domain so much because it
is more being used when people are looking at a
company and they are trying to assess the Exploration
Potential to agree a purchase price. And those
thoughts of valuations do not get seen in the public
domain.

So, we do a lot of work, but there are

probably very few public domain examples. I would
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agree with that.

Q. Did you take into account any country risk
whenever you did your Exploration Status Approach?

A. (Dr. Armitage) The Exploration Status
Approach, I don't think we regarded Guatemala has any
bigger risk than average. $So, no, we applied any
discount for it, no.

Q. And did you apply--did you consider the
Company fitness, "company" being KCA?

A. (Dr. Armitage) Well, we would have looked at
all those things, but I cannot tell you offhand if we
applied any discount for that factor.

Q. Would it be appropriate to consider the
"company fitness"?

A. (Dr. Armitage) Yeah, I think you're trying
to take into account of everything. You know, you're
trying to understand where you are on the exploration
curve and if there are any risks you're not aware of.
You're trying to reflect all that in the wvaluation.
It is very much an art, I would say. But, if you had
a concern, for example, that there was a major country

risk, that would inform your judgment, I think, yeah.
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Q. Yeah, but I'm talking about what you did--
(Interruption.)
(Stenographer clarification.)
Q. Yes. I'm talking about what you did.
Did you consider company fitness in applying
the Exploration Status Approach?
A. (Dr. Armitage) We would have looked at it.
I just said I can't remember whether we made any
factor adjustment for it.
Q. Is a Market Approach in isolation considered
appropriate for early-stage projects?
A. (Dr. Armitage) Well, if you're valuing a
project for CIMVal or using one of the codes, they

normally recommend that you use more than one method.

Q. For the Exploration Status Approach.
A. (Dr. Armitage) So we—--as you know, we've
looked at two methods in this case. So, you know, I

think it is always good to look at the different
alternatives, yeah.

Q. Is it a Market Approach? 1Is either method a
Market Approach?

A. (Dr. Armitage) They are not Market
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Approaches. They are adjustments of some commonly
used cost-base approaches, but they are not--they
don't really fit easily into the categories that fit
in CIMVal, for example.

Q. So, they are both cost-based approaches?
That's your—--

A. (Dr. Armitage) Well, they are both--they are
kind of similar in the sense that most of the standard
cost-based approaches take an assumption of what
you're planning to spend, for example, and factor up a
value for the Project based on that. $So, if you were
planning to spend 10 million, for example, but you
thought that it was particularly attractive, you would
apply extra factors to increase that 10 million. You
work from the expiration spend up, you apply
enhancement factors. That's the way the most of the
cost-based methods work.

Both these methods are different in that
they go to the end point, and they look at the value
of what you are actually trying to explore, so it's a
method that is where you are tailoring a method to the

actual thing you are looking for, and you're setting a
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target at the end, and you factor back from that
target. So, they are similar methods, but one is
factoring back from a value if you find something.
One 1is factoring up from the cost you're spending
trying to get that.

(Overlapping speakers.)

Q. Sorry. In both the Exploration Status
Approach and the Geological Probabilistic Approach,
you use the same target value; correct?

A. (Dr. Armitage) Yeah.

Q. Do you believe that Radius knew that these
four targets had the same valuation as that proposed
by Versant?

A. (Dr. Armitage) That's a very strange
question. I mean, Radius are not involved, are they,
at the moment, and weren't involved when Versant was
involved. Why would they--I don't gquite understand
the question.

Q. Well, do you know what value Versant has put
on the four exploration targets?

A. (Dr. Armitage) I can't recall the number

offhand.

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2051

Q. It is above $85 million; correct?
Do you think that--
(Interruption.)

(Stenographer clarification.)

A. (Dr. Armitage) What was the gquestion?

Q. Correct. $So I was putting to you that
Versant has valued this, what you call Known
Exploration Potential at $85 million.

A. (Dr. Armitage) I think they made that as a

range, as I recall.

Q. Does that sound right to you?
A. (Dr. Armitage) I'll take your word for it.
Q. All right. Do you think that Radius knew

that this was the value of these targets in 20047

A. (Dr. Armitage) And I think you'd have to ask
Radius that question.

Q. Do you think they should have known?

A. (Dr. Armitage) Well, I'm sure they made
judgment calls based on what other projects they had
on and what they were planning to do. You would need
to ask them, you know. I know they had other

exploration projects, you know. Maybe they wanted to
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focus on those. But I can't comment, you know.
People end up often selling projects that they end up
becoming much more valuable in the future, and that's
not uncommon.

Q. That is correct, but in this case, there was
no more drilling done after Radius exited; right?

A. (Dr. Armitage) No, I don't think there was.
No.

Q. You said earlier that the Claimants had
spent between 10 and $20 million to develop the mine.
Wouldn't it have been cheaper just to do some drilling
on the known exploration targets?

A. (Dr. Armitage) Well, it would have been
cheaper, but I mean, you wouldn't be getting any
revenue, would you? I think if there is an
opportunity to put a mine in production and earn some
revenue, then that would seem to be a reasonable thing
to do.

Q. But wouldn't the value be $85 million in
exchange for that $7 million of exploration cost?

A. (Dr. Armitage) Yeah, but we're not--you
can't guarantee what you're going to find in the
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exploration, can you? So, you know, it's—--the Company
will make its choice on whether it wants to focus on
exploration or whether it wants to put a mine into
production.

Q. Correct. So, then you actually can't
guarantee that these target values could ever be
reached; right?

A. No, I can't guarantee that, no.

Q. Let's change to your colleague Dr. Siddorn.

For the Lost Exploration Opportunity, you
did not try to evaluate the potential value; correct?

A. (Dr. Siddorn) That wasn't the aim of the
analysis.

(Interruption.)

(Stenographer clarification.)

A. (Dr. Siddorn) That wasn't the aim of the
analysis.
Q. Would you agree with me that there was a

continuous structure here that was 6,500 meters long,
150 meters wide, and 40 meters deep that would yield
7 million ounces?

A. (Dr. Siddorn) Where are you quoting that
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from?

Q. Mr. Kappes's testimony. Did you listen to
it?

A. (Dr. Siddorn) No, I wasn't present. I was
away on another site.

Certainly the strike length sounds correct,
the width sounds correct, based on the geological
mapping that was available. My expectation is that
that fixed end is too shallow. Maybe he's basing that
on--I don't know what he's basing that on.

Q. Yeah.

A. (Dr. Siddorn) But in my mind, the start
deposit is too shallow, and it doesn't fit with the
extent of the drilling or even the underground
development.

Q. Yeah. You stated in your presentation that
the depth here would have been 10 to 15 kilometers.

Do you recall that?

A. (Dr. Siddorn) That's the depth of formation.

Q. So, are you aware of any drillholes that
went down 10 kilometers?

A. (Dr. Siddorn) I don't think you understand
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what that means. 66 million years ago, that deposit
formed at 10 to 15 kilometers' depth in the--

Q. I see. So, you don't actually believe--

(Overlapping speakers.)

A. (Dr. Siddorn) It's got nothing to do with
the current position of the deposit.

Q. Correct. Okay. Thank you. Just checking.

You used the Geological Probabilistic
Approach for what you termed the Lost Exploration
Opportunity; correct?

A. (Dr. Siddorn) Yes. Yes, to look at what may
have been discovered in the four years.

Q. You don't actually use another approach.
You just use that one approach; right?

A. (Dr. Siddorn) We only used one approach,
yes.

Q. Yeah. Well, weren't you concern that maybe
you should do another approach just to see if you were
in the ballpark, so to speak?

A. (Dr. Siddorn) I wasn't concerned, no. And
certainly that approach was based on a range of

comparable deposits worldwide, so there was a range
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that we were deriving.

Q. Yeah. You--in using the Geological
Probabilistic Approach, you substitute the total
number of ounces for the Target Value; is that right?

A. (Dr. Siddorn) Yep. Yep. It is applied
because of the fact that we estimated what the Gold
Endowment of the different targets would be. We were
focused on looking at what the potential gold might
be, not the potential wvaluation.

Q. Do you cite to any source that has ever
applied a Geological Probabilistic Approach

substituting the number of ounces for the Target

Value?
A. (Dr. Siddorn) No.
Q. So then you cannot provide us any citation

to show that this is--this approach that you did is
actually in use in the mining community; correct?

A. (Dr. Siddorn) I believe that, based on my
last answer, that is correct.

Q. Do you think that--are you familiar with the
valuation that Versant has reached for the Gold

Endowment?
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A. (Dr. Siddorn) For the Lost Exploration
Opportunity or the Gold Endowment?

Q. The Lost Exploration Opportunity. Sorry.

A. (Dr. Siddorn) I seem to remember a range of
numbers that they provided.

Q. It was $252 million to $332 million.

Does that sound right?

A. (Dr. Siddorn) Yeah, that is right in the
ballpark that I remember. Yeah.

Q. Do you think that Radius or Gold Fields
believed that there was a Gold Endowment that was
close to that range valuation?

A. (Dr. Siddorn) I cannot comment on what they
believed. I wasn't present at that time. I didn't
have any discussions with any of those Parties.

MS. ZAROWNA: Objection. Madam President,
as to questions which are asking the Expert to make up
reasoning that was done by third parties.

PRESIDENT KALICKI: Well, Dr. Siddorn has
already answered the question and made that point, so
it's--I think the objection is moot at this point,

but...
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But, Mr. Smith, going on, why don't you
focus on the information that he would have had when
writing his Report?

MR. SMITH: I could ask it differently, I
mean, you know.

BY MR. SMITH:

Q. Should they have known based on the fact
that Gold Fields is a mining major?
A. (Dr. Siddorn) I cannot comment on what they

should--what they could have believed. That 1is not

appropriate.
Q. Well, you're an Exploration Geologist;
right?
A. (Dr. Siddorn) That is one of my roles, yes.
Q. Let me switch back to your colleague.

I have one more line of questions for you,
Dr. Armitage.

Based on your analysis or based on your
approach, as I understand it, as more time goes by,
the probability increases; is that right?

A. (Dr. Armitage) The probability of achieving,

of finding a value, of becoming a mine, yeah. The
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probability of becoming a mine increases, yeah.
Right.

Q. So, 1f we were to wailt two more years for an
award, would the value of the--what you have called
Known Exploration Potential increase?

A. (Dr. Armitage) Yes.

Q. If we were to walit three years, would it
continue to increase?

A. (Dr. Armitage) Yes. I suppose if it's a
case of what--it gives us more chance to achieve more,
so, yes, 1t would increase, yeah.

Q. So, eventually at some point, we would just
presume there is an existing Operating Mine under your
approach?

A. (Dr. Armitage) Well, remember, we are not
obviously deriving a value. We are saying this is the
opportunity that we lost, that we had the potential to
achieve a mine or whatever, and that was taken away.
So, we are not saying that this Project, if it had
been sold in 2016, would sell for $200 million, are
we? We are saying this is what we were hoping to get

to, and that opportunity was lost.
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0. I understand that.

A. (Dr. Armitage) But the answer to your
question is, yes, 1f there was more time, then we
would have got a bigger number, yeah.

Q. So, then as more time goes by, we should

Jjust presume that there would be an Operating Mine?

A. (Dr. Armitage) Well, the opportunity would

have been there to get to that point, wouldn't it?
Q. I don't know. I'm asking you.
A. (Dr. Armitage) Well, yes, 1it's obviously,

more time to progress it further, yeah.

2060

Q. Okay. So, just so I understand, if we keep

going that timeline, we would eventually presume that

there was as an Operating Mine that was approaching
closure, I guess, as well?

A. (Dr. Armitage) Yeah. That's true.

MR. SMITH: Okay. Thank you, thank you very

much. Just a second.
(Pause.)
MR. SMITH: I have no further questions.
THE WITNESS: (Dr. Armitage) Thank vyou.

THE WITNESS: (Dr. Siddorn) Thank you.
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PRESIDENT KALICKI: Thank you, Mr. Smith.

So, Ms. Zarowna, redirect?

MS. ZAROWNA: Yes, Madam President.
REDIRECT EXAMINATION

BY MS. ZAROWNA:

Q. Dr. Armitage, 1n the context of your
discussion of the Gold Fields estimate, do you recall
discussing how resource estimates are prepared?

A. (Dr. Armitage) Yes.

Q. Can you elaborate how long it takes to
prepare a resource estimate?

A. (Dr. Armitage) Typically, three, four
months--two, three, four months, something like that.

0. All right. Thank vyou.

And you were also asked whether there 1is
anything such as "Indicated Reserves."
Do you recall that?

A. (Dr. Armitage) Yes. I do.

Q. And are you familiar with the Ministry of
Mines of Guatemala glossary?

A. (Dr. Armitage) No.

Q. All right. Another topic that you have
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discussed, you said that the Gold Fields' estimate and
the CAM estimates, that they rely on the same data and

that they align, depending on the cutoff grade that is

applied.
Do you recall that?
A. (Dr. Armitage) Yes.
Q. Could you elaborate on that one, please?
A. (Dr. Armitage) The CAM Report makes it very

clear that they are relying on information that was
collected by Gold Fields. They listed the drilling.
They talk about the geological model, even, that they
relied on from Gold Fields. So, it is clear to me
that both the estimates in the CAM Report and in the
Maynard Report are drawing from the same information
that was collected by Gold Fields.

The estimates that are in the CAM Report are
essentially higher tonnage and lower grade because the
cutoff grade they have assumed is a lot lower. So,
they are assuming that they mine more material but at
a lower grade. It is very rare with a gold deposit
that you have a clear-cut contact. It is either ore

or waste, 1t depends on what cutoff you apply.
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So, the estimates in the CAM Report, they
are at the higher tonnage, lower grade, and I suspect
if you--if they had taken a different approach and
looked at trying to get something higher
grade--because we know that the Claimant was targeting
8 grams/tonne as a plant feed. So, if the Resource
Estimate had reflected that, I suspect the numbers
would have been much closer together. So, I don't
think the numbers are contradictory now.

Q. All right. ©Now, Mr. Smith has taken you to
your Report, First Report, Paragraph 50, to discuss
the Operating Costs.

Do you recall that?

A. (Dr. Armitage) Yeah.

Q. And in that same Report, Footnote 48 refers
to the document that Mr. Smith has taken you. That's
C-136. $So, if we look at Footnote 48, that refers to
Document C-136.

Do you see that?

A. (Dr. Armitage) I do.

Q. But also it refers to a Document C-158.

Do you see that?
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A. (Dr. Armitage) Yes. I do.
Q. All right. FTI, could we please pull both

documents side by side.

Okay. If we can zoom in on the top
left-hand corner, please. A bit more. Sorry, not
zoom in. Show more so that we can see totals. Yes.

All right. And can we also zoom in on C-158? Sorry,
can you Jjust move it a little bit so I can see the
full document as is. Thank you.

All right. So, bottom left-hand corner
where we see "Total Due." Thank you.

So, Dr. Armitage, with this long setup, if
we look at the column titled "5 October 2015," and the
first row is "total."

Can you see that?

A. (Dr. Armitage) Yeah.

Q. And that says 586,300°7

A. (Dr. Armitage) Correct.

0. And i1if we look at the excerpt of the other
documents, the total due.

Can you see that?

A. (Dr. Armitage) Yeah.
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Q. And it says 586,281.44°7

A. (Dr. Armitage) Yes.

Q. So, what 1s your conclusion when you look at
those two totals?

A. (Dr. Armitage) Well, they are the same
effectively. One has just been rounded up to 300.

0. All right. Thank vyou.

We can take off the documents now.

Towards the end of your testimony, you said
that you cannot guarantee that the Known Exploration
Potential targets can never be reached.

Do you recall that?

A. (Dr. Armitage) Yeah.

0. In light of that, do you still maintain that
the Known Exploration Potential has value as set forth
in your Reports?

A. (Dr. Armitage) Yeah, I do.

Q. Do you want to elaborate on that a little
bit more?

A. (Dr. Armitage) In what sense?

Q. What is your reasoning behind your

maintaining the conclusions of your Report about Known
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Exploration Potential target value?

A. (Dr. Armitage) Well, we set the target value
as based on our assessment of the geological
potential, and in the case of Hard Rock Targets based
on the assumption, we would find similar
mineralization to the fact that we were operating at
the Operating Mine, and on the potential for
saprolite. So, I'm still comfortable that we
represent reasonable targets, yes.

MS. ZAROWNA: All right. Thank you.

Madam President, i1if you'll give me Jjust a
second to confer.

PRESIDENT KALICKI: Sure.

(Pause.)

MS. ZAROWNA: Thank you, Madam President.
That concludes my redirect.

PRESIDENT KALICKI: All right. Thank you
very much.

Professor Douglas, any questions?

ARBITRATOR DOUGLAS: ©No, no further
questions. Thank you.

PRESIDENT KALICKI: Thank you.
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Mr. Townsend?

ARBITRATOR TOWNSEND: None for me. Thank
you.

PRESIDENT KALICKI: 1It's been a long day
already. Apologies.

So, and no further questions from me as
well.

So we want to thank you both, Dr. Armitage,
Dr. Siddorn, to assist the Tribunal. It has been very
helpful, and this does complete your testimony.

THE WITNESS: (Dr. Armitage) Thank you very
much.

THE WITNESS: (Dr. Siddorn) Thank you very
much.

PRESIDENT KALICKI: Thank vyou.

(Witnesses step down.)

PRESIDENT KALICKI: All right. Counsel, FTI
advises us that they need a little break to set up
before the next Experts.

So, Steve, 5 minutes? 10 minutes? What...

ZOOM TECHNICIAN: Let's shoot for five, and
I'll send a message if we need a bit more.
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PRESIDENT KALICKI: Okay. Excellent. TWell,
we'll see everybody back, then, in 5 to 10, depending
on what we hear from FTI.

(Brief recess.)

PRESIDENT KALICKI: I see the Experts and
Tribunal on the screen.

Do we have all Counsel back? Mr. Smith?

Do we have Claimants' Counsel back? Do we
have Claimants' Counsel back with us?

MS. MENAKER: We do. Thank you.

PRESIDENT KALICKI: Thank you very much.

RICHARD LAMBERT, STEPHAN THEBEN, AND GRAHAM
CLOW,
RESPONDENT'S WITNESSES, CALLED

PRESIDENT KALICKI: Well, welcome to all
three of you, to Mr. Lambert, Mr. Theben, and
Mr. Clow. Excuse me, I've probably mispronounced all
three of your names, and I apologize if I've done so.

Could you each confirm for the record that
you can see me and hear me?

THE WITNESS: (Mr. Clow) Yes, we can see you

fine, and the pronunciation is fine. It was dead on.
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THE WITNESS: (Mr. Lambert) Yes, I can see
and hear you fine.

THE WITNESS: (Mr. Theben) Yes, I can hear
you and see you fine. Thank you.

PRESIDENT KALICKI: Thank you very much.

Well, this is your--you are the first three
Expert-coauthored Report that we have in these
proceedings, but I think we can, nonetheless, make it
go smoothly. I hope we can. We have received your
designations of which of you will be presumptively
responsible for which section, discussing which
sections of your Reports, and we will take it from
there.

Of course, the most important ground rule is
that once one Expert begins answering a question, the
answer cannot be supplemented by another. If any of
you feel you were asked a question that was not within
your scope of primary responsibility and you prefer it
to be answered by one of your colleagues, I'm sure you
will say so. But don't start answering the question
first. Just say that, and then we will reorient.

Other than that, the instructions are the
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ones I think you have probably heard me give others
now: Try to speak slowly. Try to avoid overlaps with
other speakers. If you don't understand a question,
please say so. If you do understand it, please try to
keep your answer short, including "yes" or "no," if
that is possible. And if you need a break, let me
know.

Assuming that to be understood, could they
be shown the Expert Declaration?

Thank you.

Could I ask each of you to recite the
Declaration that you see on the screen?

THE WITNESS: (Mr. Clow) Okay. I solemnly
declare, upon my honor and conscience, that my
statement will be in accordance with my sincere
belief.

THE WITNESS: (Mr. Theben) I solemnly
declare, upon my honor and conscience, that my
statement will be in accordance with my sincere
belief.

THE WITNESS: (Mr. Lambert) And I solemnly

declare, upon my honor and my conscience, that my
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statement will be in accordance with my sincere
belief.

PRESIDENT KALICKI: Thank vyou.

And do each of you affirm that during the
course of your examination, you will not receive or

provide communications of any sort?

THE WITNESS: (Mr. Clow) Confirmed.
THE WITNESS: (Mr. Theben) Confirmed.
THE WITNESS: (Mr. Lambert) Confirmed.

PRESIDENT KALICKI: And, finally, that you
have no materials in front of you other than your own
reports and a copy of the presentation, if you wish.

THE WITNESS: (Mr. Clow) We have in front of
us here the copies of the Reports, or to our Reports.

THE WITNESS: (Mr. Lambert) And, likewise,
that is all I have in front of me, the two Reports.

PRESIDENT KALICKI: Okay. Excellent.

The only other affirmation, because there
was——-because I understand that, Mr. Clow, you were not
listed as on the First Reports, we have agreed that
you would confirm on the record that you fully adapt

the contents of that as your own, and that you are
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prepared to respond to gquestions about the First
Report on that basis. Do you--

THE WITNESS: (Mr. Clow) Yes, confirmed.

PRESIDENT KALICKI: All right. So, with
that understanding, I think my introduction is set,
and let me ask Counsel to do whatever brief direct
before your presentation that he wishes.

ARBITRATOR TOWNSEND: Madam Chair, we seem
to have lost the Claimants' Counsel.

PRESIDENT KALICKI: I was assuming that she
was only appearing when needed, but there we go,
Ms. Menaker.

MS. MENAKER: That's correct. Thank you.

DIRECT EXAMINATION
BY MR. SMITH:
Q. Yeah, as far as for direct, my only question

is, are there any corrections to your Reports you'd

like to make?

A. (Mr. Theben) Yes, I do. This is Stephan
Theben here. In our Second Report, on Page 40,
Paragraph (e), it says: "In the ESIA, it 1is

identified that within the Project area approximately
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66.5 percent of residents are indigenous."

The proper value should have been 50.17.
The--it doesn't change any of conclusions of the
Statements. It's just an indication of the presence
of Indigenous Population, so I don't think it has any
consequences. But I apologize.

MR. SMITH: Okay. Thank you very much. And
then there is a presentation, so I will turn the floor
over to the presentation.

ZOOM TECHNICIAN: Just one moment, please.

PRESIDENT KALICKI: Thank vyou.

When you're ready to begin, please do.

ZOOM TECHNICIAN: Okay. We're all set.
Thank you.

DIRECT PRESENTATION

THE WITNESS: (Mr. Clow) Okay. Good
afternoon, and thank you for the opportunity to hear
this. My name is Graham Clow. I am Global Director
for SLR, and we're here with my colleagues Rick
Lambert and Stephan Theben, who have already
introduced themselves.

Suddenly it doesn't want to change. Okay.

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2074

ZOOM TECHNICIAN: Sir, maybe the arrow
button on the keyboard will advance the slide. Just
because you have the laser pointer engaged.

THE WITNESS: (Mr. Clow) Yeah. Okay.

So, our presentation is set up with the
Table of Contents. As for myself, I am, as I said,
Global Director of SLR. I am a graduate mining
engineer. I also have a degree in geological
engineering. In my--I've had 48 years of experience
in all aspects of the mining industry, both operations
and consulting and to the CEO level of junior
companies and as director of major companies like
Barrick Gold, Bisha Mining, Dominion Diamonds, all
formally--all listed companies.

I have 15 years of operations experience,
10 years at the CEO level, as I said, and the last 23
in consulting, and with direct assessment--direct
experience 1n assessment valuation.

A project--I've been a lead expert in more
than 25 cases, and I'm recognized in Who's Who Legal?

So, we will go on to Rick.

You're on mute.
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THE WITNESS: (Mr. Lambert) Yeah. 1I've got
40 years' experience in mining, 17 in mine operations,
seven years as a mining contractor, and the last 16 as
a consultant. I've previously worked on quite a
few--over a dozen arbitration cases, over one-third
were gold. I'm a Registered Professional Engineer in
three states and one province. I've got a bachelor's
degree in mining engineering and a master's in
business administration, and I taught at University of

Toronto in the Resource/Reserve class as an adjunct

professor.

THE WITNESS: (Mr. Theben) Hello. My name
is Stephan Theben. I'm a managing principal and
mining sector lead for SLR's Canadian operations. I

have over 25 years of experience working in a variety
of countries; lots of work in North America, South
America and beyond. My experience includes supporting
mining studies, mining environmental work, working
with IFC and IFC-compliant projects. I mainly
practice as an EIA practitioner, but I'm an expert for
environmental and social permitting. I have IEEE
standards and so forth. I have worked in a
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variety of projects and locations. I'm a registered
member with SME. My education is a
diploma/engineering degree from RWTH in mining, and I
studied a couple of years at Queen's University.

THE WITNESS: (Mr. Clow) Okay. Thanks.

So, Jjust very briefly, the scope of our
reports were to review the cost assumptions that
were—--underlie the valuation carried out by SRK and
Versant, and the reasonableness of the methodology and
assumptions for the Exploration Potential; review the
EIA, in particular, in the context of the alignment
with best practices; comment on--review and comment on
the efforts to obtain and maintain a Social License 1in
the consultation and review of the Reports of
Messrs. Robinson and Moran.

So, Just before we get into the detail, I
wanted to talk a little bit about--you've heard a lot
about the importance of reporting and valuation codes,
which are vital to the valuation in this case; and
SRK, in their Report, make it very clear they were not
reporting Mineral Reserves as a public domain

valuation. Yet, Versant makes this--uses this--their
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valuation is based on transactions that are solely
derived from reserves and resources.

On the wvaluation codes prior to 2000, there
were no universally accepted codes in the mining
industry anywhere in the world. Valuations and
Resource Estimates of valuations were pretty much
based on anything. Bre-X, which we have all heard
about certainly changed everything in all the mining
jurisdictions. The main ones--Canada, Australia,
South Africa--brought in codes and guidelines to
provide the investors with standardized methodology to
assess properties and that's--in Canada, the Mineral
Resource and Mineral Reserves Code 1s definitions
we've heard--

(Interruption.)

(Stenographer clarification.)

THE WITNESS: (Mr. Clow) Okay.

And these codes are now required by
regulators worldwide and for disclosure by reporting
issuers, and it's no different than the IFRS and GAAP
codes.

And importantly, although it is primarily
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for reporting issues, an accepted practice in the
industry in institutional investors and most private
investors; and in our experience it is unheard of to
develop and value a project without code-compliant
studies. So, this a demonstrative that summarize the
relationship between codes and projects, and it is
based on--sorry. Let me get my arrow over here.
There we go.

So, it is aligning the wvaluation status,
project status, which are identified in the valuation
codes, with the status of Resource reporting, Proven,
Probable Reserves and Resources and then various
categories, and then the types of analyses that the
Codes allow you to use.

And we talk--the importance of codes
because, despite what has been said in terms of this,
of Kappes being a private company, which is true and
can do what they want, this is, in fact, what we were
effectually doing here, is valuing it on a transaction
basis, in our opinion, that Guatemala is being asked
to provide recompense for--to Kappes, and that

essentially is a public transaction. So, 1in our
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opinion, we need to be code-compliant here. It 1is
absolutely vital.

So, in summary, El Tambor is not a
successful operation. We will go into some detail
here. El Tambor was not a successful operation.
Production is not based on a Mineral Reserve or
Mineral Resources. It does not achieve design rate.
There are no reliable cost estimates. There are no
Life-of-Mine Plan based on the normal things you would
see.

The potential beyond El1 Tambor is not based
on low risk-high probability discoveries, as Versant
has used in their factors, and the probability of
exploration success 1s orders of magnitude higher than
actual industry experience. And the concept of
mineral "endowment" as a basis for valuation has no
credibility in our opinion. Mining and exploration
properties do not automatically increase in value over
time as has been the assumption, and the valuation
management in all three areas does not follow accepted
standards.

On the environmental social side, the EIA
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was deficient and was not completed according to
international standards, particularly one of the keys
is 1t did not consider it a potential for a larger
project, and Exmingua did not obtain Social License to
operate.

Just for context in this thing, SRK has come
up with 7 to 10 million ounces in the total of all
three categories that are not Mineral Reserves and
Resources, and that puts it in the 96 percent of all
known deposits in the world. Versant based valuation
on half of them for discovery rate of 1 and 2, and
that is orders of magnitude greater than actual
experience.

And then Versant goes on to use comparables
based on reserves and resources when there are none.

I'm now going to turn it over to Rick to
talk about so some of the bit of key terminology that
you're going to be hearing.

THE WITNESS: (Mr. Lambert) Well, this one
is the valuation code. First of all, across the top
here, we have different property types, starting with

"Exploration," moving across "Mineral Resource." The
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Code calls for Exploration Property to be based on the
Market and Cost Approach. And this property, because
it has no reserves, is an Exploration Property. And
under SK1304, which is a U.S. code, the registrant
must identify an individual property with no Mineral
Reserves as an exploration stage property. That is
defined by Code.

So, next slide.

This is the Resource Reserve Code.
Exploration results is up here on top, so that
includes Exploration Potential, exploration target.
These are not Mineral Resources. So, going down the
graph on the left-hand side, you increase in terms of
knowledge and confidence and basically decrease risks.
So we go from Mineral Resources of Inferred to
Indicated, to Measured. Measured has the highest
confidence level. And then from that, we move to the
right, and to Reserves, proven and probable, which are
a modifying factors, the mine design, the schedule,
looking at recoveries, and everything else that
applies, to convert those Mineral Resources to Mineral

Reserves.
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Next slide.

So, the Life-of-Mine Plan, what we normally
expect is that it would be based on a Mineral
Resource, that there is metallurgical test work to
defend the recoveries you're looking at, that there's
a mine design that determine the economically mineable
portion, the Mineral Resource, that there's a cutoff
grade applied, and the cutoff grade is basically to
determine what's economic or not.

And then the development schedule, a
schedule that shows how each pit or each area is
developed each year, the annual production schedule,
and then final operating and capital cost estimates
based on those designs.

Next slide.

So, the different stages of mining project
from exploration, we talked about
prefeasibility/feasibility, going into construction,
operation, and closure.

Next slide.

Then the valuation method by the project

stage. You've seen this. So, what we have here is a
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typical Operating Mine is up here on the top
right-hand side, where you have reserves and proven
and probable reserves. The Project's being
commissioned. In this case, what--Tambor does not
even have proven and probable. They don't have
Reserves, and they hardly have Resources, and what it
shows you here on the bottom is the valuation method
shows that the proper methods are the Cost and the
Market Approach.

Next slide.

So, the mine was underperforming, and SRK's
long-term plan is supported by--is not supported by
reasonable technical and economic assumptions. So,
the keyword here is "assumptions." And everything
that SRK has done is an assumption. There is no basis
in fact. They haven't used the Resource, they haven't
developed Mine Plans, and they haven't shown a mine
Jjust being developed.

So, there is no Mineral Resources, no Mine
Plan, the metallurgical performance 1s well below what
SRK forecasts, the plant throughput is well below what

SRK forecast, and there is no support for their
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capital Operating Cost.

Next slide.

So, a mineral asset is really the only asset
we have here. And, unlike a car or a building where
you can see the asset up above the ground, the asset
here is buried. 1It's in the ground, and you don't
know what that is until you actually excavate it.

In this case, you know, what we have is--you
need more drillholes to define what's there. So, this
is the table that was discussed earlier. This 1is the
Gold Fields' summary of Exploration Potential. Gold
Fields does not call this Mineral Reserves, but there
are four tables here. The number that SRK has chosen
is on the top left of this table. There's two methods
used--the cross-sectional and Gems--which is the
three-dimensional block model. The two-dimensional is
less accurate, and there's a 35 percent difference in
ounces between the two methods.

The next part is the cutoff grade. So, the
cutoff grade here--you can see up on the top, they are
using a cutoff grade of 2 grams/tonne versus .3 on the
lower portion. And the cutoff grade is critical
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because a cut-off grade of 2 grams/tonne requires a
gold price of $3,300. The all-time high is 2,075, and
we were close to that yesterday, but, I mean, a gold
price of over 3,300 is not something to be supported
by the industry. And if you go down to .3, you need a
gold price of $20,000.

So, there's an issue with the cutoff grade.
The other issue with classification is this Indicated?
Is it Inferred? Has there been any classification
assigned to these Resources?

The regulatory reports—--there was a
January 20, 2003, Report that was done by Gold Fields
that says: "There are no Resources and no Mineral
Reserves." And then the 2004 CAM Report actually
shows Mineral Resources, but they do it at this .3
cutoff which, again, you need $20,000 gold price to
do.

So SRK's Mineral Resource 1is unreliable.
They say it 1s reliable because the mine is in
operation.

Exmingua has never prepared a Mineral

Resource Statement. The Resource they have used 1is
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based on Exploration Potential. There is no
reconciliation of production, and they have made no
modification for classification risks or economics.

SRK claims there is no need to reduce the
Resources to allow for risk because there is no
transaction, but this valuation is a transaction.
What we are trying to do is put a number to this for
the public, so that they know what the value was.

So CIMVal actually recommends, when you are
using Inferred Resources and other lower
classifications, that you allow for the risk by
reducing the quantum. That hasn't happened.

Next slide.

SRK claims Mineral Resource should contain
all mineralization with the potential to being
economic. Now, this is kind of a stretch. What it
says 1s that Mineral Resource should include
everything with reasonable prospects of an eventual
economic extraction. So, you can't include everything
because $20,000 gold doesn't make sense right now.

The cutoff grade should be closer to 5.3
gram/tonne, and as we mentioned, gold hasn't been
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higher than $2,075/ounce.

Next slide.

So the effect of the higher-cut grade, 1if
you took a line here on this cross-section, and you
drew a line underneath each of these--the bottom of
each hold shows an intercept, you can see what we're
talking about in terms of what they have included.

Now, the other thing to realize here is that
about, I would say, over half of these intercepts are
yellow, which is below the cutoff grade. That is not
ore. That 1s waste.

So, they have assumed 100 percent recovery
of all these Resources, which isn't even reasonable.
So 1f you look at the yellow drillholes again, those
are uneconomic. If you look at this thing in total,
you would see that the waste is going to be much
higher because those intercepts are going to be waste,
not ore. So that increases the certain ratio.

So the importance of a Mine Plan: Without a
Mine Plan, there is no certainty of project viability.
You need to see the Mine Plan to see how everything
works out year to year.
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So SRK has assumed that the Exploitation
License for Santa Margarita would be granted. There
is no allowance for risk based on whether or not the
permitting was granted. It wasn't at the time.

They have assumed all the Mineral Resources,
a hundred percent conversion would have been
economically mineable. And there is no plan, Mine
Plan, that shows this. They have assumed a 50/50
ratio open pit to underground, and as you mentioned
earlier that Mr. Kappes said 30 percent open pit,

70 percent underground. And here they mined for a
year a half, so that number has to even get lower.
The open-pit might not be even 30 percent. It is

probably closer to 10 percent.

But there is no mine design. We can't even
look at this in terms of "show me something on a piece
of paper that shows me that there's a mine design," or
something to quantify that.

So the metallurgical recoveries, SRK has
assumed a gold recovery of 82 percent based on test
work. This test work was based on different
processes. It included flotation as well as a gravity
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circuit. The process, as built is different than the
test work, and the gold recovery should be based on
actual data. And here we have actual data that shows
the gold recovery of 52.7 percent. And that's over
that year and a half.

Next.

So again, throughput--we have talked about
these previously. The throughput SRK is calculating
is based on a daily throughput not allowing for
downtime. When you allow for downtime, the throughput
drops to 159/tonnes per day.

Now, granted, not all that downtime needs to
occur, but routine maintenance is required for these
mills, and typically you take a down day once a week
or something like that. So there is downtime that
needs to be included, and it 1s standard operating
maintenance.

The design capacity was on 200 tonnes per
day with a nominal rate of 150 tonnes per day, and
that's what they presented in the EIA.

Next slide.

So operating Capital Costs, SRK is using
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Operating Costs of $83/tonne based on the KCA
estimates and benchmarks. They have used an
underground cost of about 127 total based on
benchmarks.

What's not clear is why don't they use what
is actually in the record here, $140/tonne that's in
the exhibits? And, you know, so it's almost twice as
high.

Operating Costs should be based on actuals
or estimated bases on first principles. From the
ground up, you can show me how many hours you require
and some costs, and that's acceptable, but just to
make an assumption doesn't make sense.

They say there is no need to produce formal
estimates of Capital Costs since Claimants were not
seeking public financing, but, again, this valuation
is a transaction. And it is prudent to have detailed
Capital Costs Estimates, quotes, things like that, and
the other thing here is we would expect contingency.
So, they have included no contingency, even though
they have no estimate of accuracy or the accuracy 1is

less than 50 percent. So, we would normally expect to
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see 40 percent contingency applied to those kind of
numbers.

Next slide.

So the summary of issues, the operation did
not achieve targeted performance, the valuation is not
supported by reasonable technical and economic
assumptions.

Again, there is a ton of assumptions here:
There is no Mineral Resource or Mineral Reserve, there
is no Mine Plan, the metallurgical performance is less
than what they have indicated, the plant throughput is
less than what they have indicated, and there is no
support for the Operating Capital Costs estimates.

A. (Mr. Clow) Okay. Thanks, Rick.

So, we're going to move on and talk about
Known Exploration Potential and then Lost Opportunity
and then the environmental.

So, again, on our demonstrative here, the
known Exploration Property, we had the mine located or
sitting in sort of this area with no Reserves or
Resources. The Known Exploration Potential is down

in, at best, in the Exploration Properties category.

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2092

There we see, again, the--what the codes are asking
for in terms of analysis. So, again, and the
potential for the targets that would be dealt with at
the mine, SRK has come up with 2.25 million ounces
with a total wvalue of 590 million, and before there,
they apply their factors. Then they assume there will
be Resource growth using examples of other projects
that have no relation to Tambor. And then SRK ignores
the opposite where exploration projects have failed to
discover Resources, I mean, which is actually the norm
in the mining industry.

They say that we ignore data points and that
the Project was subject no less 120 drillholes. 1In
fact, only 79 holes were drilled on the property, and
70 of these were used in Resource only, and nine in
other areas. And these produced generally
disappointing results. And most of the bulk of the
drilling is in these areas here, in the Resource
areas, Laguna North and Guapinol and Poza. Then there
was drilling at JNL and Laguna South, which was not
very successful. But the rest of it is also

surface--based on surface sampling. We can't help but
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wonder, you know--I mean, if there were truly the
potential that SRK has identified, why there
was—--nobody carried out any further exploration.

So the four targets are conceptual and
highly speculative, and then they have, indeed, used
the Income Approach because they derived an NPV value
based on an assessment on a cash flow and DCF
analysis. And that is not permitted in any of the
codes.

CIMVal and SAMVAL both say--SAMVAL is the
South African Valuation Code. Both say it is not
considered acceptable to use the Income Approach,
potential, hypothetical, or any other categories and
that is certainly what it is in this case.

And SRK themselves say they did not--their
aim was not to report Mineral Resources in a public
domain valuation, which is--a Probabilistic Approach
you know, again, it's--in terms of hypothetical, they
have used hypothetical tonnage. DCF analysis 1is based
on unsupported costs. The Probabilities Method was
developed by SRK as a decision-making tool and whether

to fund the next stage of exploration.
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And the ranking is based on the concept of a
target value, which is just a direct quote from them
of a threshold or range of NPVs that provide a minimum
return. So, it is not related to--it's a target
value. So, this is what we need to get as a company
in order to achieve our returns.

And so, 1t was--and it's designed to assess
the probability of a number of prospects. So, the
idea 1is we need to--we need to make a return of--such
and such a return on our investment. They've
changed--they've developed that into tonnes and grade,
and then assigned relative probabilities to it.

That's how it works. So, if I'm looking around for--I
have five properties, and I--1I want to--I assess them
in relation to this probabilistic approach, and then
can I rank them in terms of my ability achieved. It's
got nothing to do with wvalue, Actual Value. It's a
target.

SRK claims its methodology is widely
accepted, but only has a link to the newsletter
written by a former employee.

So, what 1s the actual probability of
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discovery? Well, actual industry experience in
discovery of mines, PDAC, the Prospectors & Developers
Association of Canada, one of the largest
organizations in the world. They talk about 1 in
3,000. And, you know, we've heard that this applies
only to grassroots. Well, that's not true. 1It's 1 in
3,000 new discoveries. So, the discovery has been
made. And then it was 1 in 3,000 from there.

Eggert talks about grassroots, including
prior--prior to identification of a deposit. Well,
there's been no deposits, economic deposits,
identified here. So, it is the early stage.

The Government of Canada, 1in an assessment
by NRCan, says 1 in 10,000 mineral showings. That's
what we've got here, is mineral showings, whereas
SRK's probability that they've used is 1 in 8 for the
hard rock, 1 in 20 for the saprolite, 1 in 1.8 for the
endowment, and Versant uses 1 in 2.

MinEx is referred to--it's a consulting
company--in the record, and they consider--where
there's a step change in established mining districts,

it's considered new discovery, which is exactly what
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we're talking about. Certainly SRK is forecasting a
step change in what's been discovered so far.

There's been some discussion about
brownfields versus greenfields, you know, and Claimant
maintains the area--license area 1s a lower-risk
brownfields project. Well, in the industry,
"brownfields" really means a long-established with
successful--you know, probably more than one--at least
more than one mine. It really refers to, normally,
the bigger camps that you see around the world--in
Canada, certainly Red Lake, Timmins--the great
gold-producing areas of the world, which have a
well-established track record of production. And
there's no way in anybody's definition that you can
say that this area has a well-established track record
in production to call it a brownfields.

And, you know, SRK--if it were true, this
was well-established: SRK should have used the
results of the operations in the Rhein (phonetic)
plant, but they didn't.

So, and it's--another important point to

note is that, you know, the valuation of Exploration
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Potential in other cases. At Gold Reserve, there was
no value assigned to Mineral Reserves or Exploration
Potential. 1In Rusoro, no value was assigned.
Crystallex, no value assigned.

So, in--in summary of the issues, there are
some past exploration, but the economic potential has
not been defined. No drilling has been carried out
after 2003. The target of--identification of both the
targets, you know, 1s, in our opinion, absurd as a
value, SRK's valuation based on a factored income
approach, which is prohibited. And the exploration
was not valued in other matters.

So, going on to the Lost Exploration
Opportunity, again, here is our slide. Lost
Exploration Opportunity doesn't even--is not even in
the category, 1in our opinion, of Exploration
Properties. So, we are well down, well down the list,
and certainly much higher on the risk factor.

So, SRK develops what they are calling a
"Gold Endowment" in addition to the Known Exploration,
and then assigns a probability of 56 percent that this
exists. And, again, as we said earlier on, 1f you
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take the maximum size of this thing, it puts it in the
96th percentile. SRK showed a graph this morning, but
it ended up--if I could read it correctly, it's sort
of in the 80 percent, 85 to 90 percent, and yet only
250,000 ounces have been discovered here, based on the
work done so far, and yet this will be, you know, grow
by that sort of size, in their assessment.

So, you know, overall, there's no evidence
to support SRK's calculation. They have estimated
that the Lost Exploration Opportunity assumes mining
to 1,000 meters deep. That's a big underground mine,
if you look at the mines around the world, at the
depths of them.

So, this is 1,000 meters, when the average
drillhole of the drilling that's been done to date is
117 meters from surface. And they have extended to
1,000. Only five holes are deeper than 200, and those
are—--the deepest is 230 at Laguna Norte. So, that's
the very deepest, but the lion's share, of course, is
much shallower than that. So, they only tested at the
surface. Intercepts generally end at less than

100 meters, with the remainder of the hole showing no
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intercepts. There is an intercept, one intercept
there at Laguna Norte--sorry, there it is there, at
187 meters. And it's at a grade of 1.16, which 1is
nowhere near what's required for underground mining.
And in order to come up with this
1,000 meters, SRK uses its orogenic analysis and
relies on one mine in Nicaragua, which went down
900 meters--that would give them their low range--and
one mine in Russia for the high range, which is
1,000 meters. But they also quote several others that
are much less than 1,000 meters, but they've chosen
1,000 meters. And that's--as I said, there is no
support for anything below an average of 117 meters.
So, we don't think it's worth serious
discussion at all in terms of valuation at all. I
mean, mineral endowment is something that governments
use to consider long-term planning, and it is
generally going to be distinct from economic
expectations. It's just what might be out there.
And having identified an endowment, SRK then
goes on to use the same methodology, with no
Exploration Potential, despite the endowment being
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even more speculative. And Versant takes this known
endowment--and this is--or, sorry, their portion, what
they determined i1s the 1 in 50 percent chance of
discovery, and applies dollars per ounce values based
on Mineral Resource transactions. These haven't even
been proven to exist, let alone be in the Resource
category. And it's been said before, but why don't
they drill deeper than 200 meters? And if this did
exist, why would you invest in a small mine when the
far better economic return would be doing drilling?
So, now we're going to turn it over to
Stephan, who is going to talk about the environment.
THE WITNESS: (Mr. Theben) Yeah. Thank you.
So, our summary of opinions with regards to
the environmental and social aspects of the Project,
the EIA 1s well below international standards. The
EIA is not transparent, and impacts are not assessed
in a way that can easily be communicated to
stakeholders. The baseline studies are severely
lacking, and because they are, they are de facto
meaningless. Exmingua did not obtain a Social License

to Operate. There 1is little to no meaningful
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community consultation that occurred during the EIA
phase, and the Diestra Report wrongly concludes that
community consultation was adequate. The EIA was
reviewed by Independent Experts and found to be
deficient by them as well.

Next, please.

So, I Jjust wanted to give a little bit of an
overview what an EIA or ESI is. And just for clarity,
there's different nomenclatures used--

(Interruption.)

(Stenographer clarification.)

THE WITNESS: (Mr. Theben) Sorry. I
apologize. That's exactly what I'm trying to avoid.

I just wanted to say there's different
abbreviations that I use for an EIA. I just want to
say, for the sake of this discussion, we are using the
term "EIA" because that is what was used for the
Project.

EIAs are public documents. EIAs must be
readable to the general public, and they must be
written in nontechnical version so that they can be

disclosed and understood by stakeholders.
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An EIA, to do its function, needs to
have--has a certain sequence of steps. To understand
what you measure your effect against, you need to
collect a baseline that gives you a yardstick, a
measuring stick, on what the changes come--what the
changes of the Project will be.

It is very important to select the right
study area that reflects the geographic extent of
potential effects, and that needs to be well-chosen
and well-explained.

Then the next step is to look at a
prediction of effects. So, what--after you look at
the Project description, what are the effects that are
predicted through modeling and/or qualitative
analysis? And that typically includes mitigation if
these effects are large and warrant or allow
mitigation.

Then, you know, these mitigation measures
are aimed at measuring or eliminating any adverse
environmental effects, and then--so, the next step is
to determine the significance. That's what is

referred to as the Impact Assessment. So, once you
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know what the baseline is, what the changes are, how
significant are these impacts?

The outcome, the--really, the legacy of an
EIA are the Environmental and Social Management Plans.
They are the key outcome, and they exist throughout
the duration of the Project. So, it's very important
that these are based on proper science and a proper
EIA, because otherwise these are the ones that--these
documents can create troubles, and this is what you
get reviewed against.

EIAs include many technical support
documents for all the disciplines that are involved,
like air quality, noise, water quality, and typically,
in my experience, range 1in size roughly in sort of the
5,000 to 10,000 pages category.

If an EIA is lacking, there can be long-term
consequences beyond the initial approval phase,
because these plans survive a long time.

Next slide, please.

So, SLR carried out a review of the EIA
against international best practice. So, basically,

as we would do for an international EIA, if you will,

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2104

as we went through the applicable IFC and some other
guidance that would have existed or would have been
applicable when the Project occurred in the 2009/2010
phase. And we went through what IFC says you are
supposed to do, and then in an impact assessment, what
components need to be included and how they need to be
included, and it turns out that, you know, this EIA,
the one for Exmingua EIA for Tambor, really only
complies with some of the up-front chapters on sort of
legal, legal parameters and project description; but
in a lot of other areas, the meats and bones and the
baseline and the prediction of effects on the
Management Plans, there is a lot of--there's a lot of
gaps. So, a lot of things do not--would not be
qualified as complaint with IFC standards and other
international perspectives.

So, the Claimants said that the EIA is
complied--complied with the spirit of international
standards and principles. Our opinion is that the EIA
is not in compliance with international best practice.
It is severely deficient in many areas. For example,

the description of environment, the baseline, 1is very
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rudimentary and incomplete. It was only collected in
one short campaign and doesn't cover seasonal
variations.

The prediction of effects is really a
component--it is sort of the heart of an EIA, and it
is missing. When I read the EIA, I kept flipping
through the pages. Where is the EIA? It was not
there--

(Interruption.)

When I flipped through the EIA, I was
waiting to see where the prediction of effects were.
What is happening to water quality? What is happening
to air quality? It's just not there.

MS. MENAKER: Madam President, pardon the
interruption. I Jjust note that there are citations to
Claimants' Reply here, but there's no citations on the
prior slide. I didn't make a comment, but there
weren't citations to SLR's Report there or on this
slide.

PRESIDENT KALICKI: Well, are you suggesting
that a presentation has to cite the--their actual
Report for each bullet point?
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MS. MENAKER: No. I just didn't see any
references at all to the Report, unless I missed it on
the following slide, the one that you were just
speaking to. I may have--

THE WITNESS: (Mr. Theben) Yeah, it's quite
small, but there's a reference.

PRESIDENT KALICKI: I think--

MS. MENAKER: I don't want to interrupt you.
My point was just, I only see references to Claimants'
Reply and nothing to your Reports, but I note that,
and maybe they can be provided later. I just don't
see them.

MR. SMITH: Just for clarification, is the
expectation that everything have a citation, Madam
President? Because the past presentation certainly
did not, and we didn't object.

PRESIDENT KALICKI: This 1is not the occasion
for me to go back through past presentations and see
if every sentence was footnoted. I do take the point
that--and these slides go on now for, it looks like,
four or five more slides, that the right-hand column,

entitled "SLR Respondent," doesn't seem to have
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footnotes to the SLR Report. And so, we are left to
presume that all these points are in the Reports and
without being able to double-check that there's
nothing new.

That's, perhaps, unfortunate, but I'm not in
the a position right now to assess whether any of it
is new or not.

So, let me just ask Mr. Theben.

In general, in these slides, to your
knowledge, did you add any additional thoughts that
are not already in your Report, or do you view these
as a summary of points that are already in your
Report?

THE WITNESS: (Mr. Theben) It's a summary of
my Report. I may have added some minor commentary for
the presentation, but this is--this summarizes my
Report.

PRESIDENT KALICKI: Okay. It's difficult
for anyone to verify that without hunting for each
sentence to see where it is in your Report, but we are
where we are.

I take Ms. Menaker's point, but I'm not in a
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position to strike anything without a particular
showing that something is new.

So, we will go forward.

MS. MENAKER: I understand.

PRESIDENT KALICKI: Thank vyou.

Mr. Theben, please continue.

THE WITNESS: (Mr. Theben) Yes. Thank you.

The assessment of alternatives 1is very
rudimentary and is severely lacking. We talk about
that in the following slide.

The Management Plans seem to be lacking,
from what I can see, any base or link to any predicted
effects that warrant these Management Plans.

Accidents and malfunctions, that section,
again, 1s very rudimentary and is lacking some
scenarios that you would have expected to see in this
Project. For example, how is the Project designed to
withstand seismic event? This is a seismic area.

Cumulative effects are not really
considered. And during these Hearings, we heard about
an expansion potential. That surely should have been

mentioned, at least, under the cumulative effects, and
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should have been raised for context, if that was the
end goal.

The Claimant then says that the impact
assessment methodology is adequate. We are of the
opinion that a proper prediction of effects 1is
missing, and the EIA--sorry. Can you just go back,
please?--and that the EIA uses a very complex and
unexplained methodology.

Next slide, please.

The Claimants says that the EIA considered
alternatives. Well, there is a small section on
alternatives, but the EIA contains, really, an
inadequate analysis of alternatives. There's some key
aspects that are missing, and where you would expect
that you explained why you designed the Project the
way you did.

The Claimant then says that the EIA includes
Environmental Management Plans. These are not founded
on credible baseline and impact assessments. It is
not possible to properly assess any monitoring
results, since there is nothing to compare them

against. The baseline is missing.
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For example, there is no--includes a
reforestation plan, but there is no description of how
much vegetation is lost and why this needs to occur.

Next slide, please.

The Claimant says that the EIA was approved
by Guatemala. However, the EIA is not adequate for
financing, and it--the approval certainly does not
equate to having Social License to Operate.

The Claimants say that the EIA spans 903
pages in total, and that is an indication that it's a
fulsome document. Like I said before, typically EIAs
are a lot bigger because they need these technical
documents to explain the effects of the project. They
are missing. There are no technical supporting
documents to, for example, look at the effects on
water quality or quantity.

Next slide, please.

The Claimants say that their baseline
studies were adequate because the EIA was approved by
the Government. Our Opinion is that the physical and
biological--so, air quality, noise, water, effects on

terrestrial fauna and flora--appear to only have
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occurred over a period of weeks from what we can see
in the EIA. But, really, you are supposed to cover at
least one year of seasonal variations. Right?

There's high flow, low flow, breeding seasons, and you
can't capture that if you go in there.

For example, Guatemala is a tropical
country, so we look at a dry and red seasons and
understand what--how the environment changes
throughout the year.

PRESIDENT KALICKI: Mr. Theben, please
excuse the interruption. I wanted to let you know
that you only have a few minutes left on your time.
Obviously, we will allow you to summarize. I think
the last Experts went a few minutes over, and we will
give you the same courtesy. But I wanted to alert you
that time is getting tight. And the solution is not
to speak faster, but to summarize.

THE WITNESS: (Mr. Theben) I will do my
best. Thank you very much.

PRESIDENT KALICKI: Thank vyou.

THE WITNESS: (Mr. Theben) The Claimants say

that consultation was carried out in compliance with
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the EIA Terms of Reference. But, really, the social
baseline was only collected in one campaign at the end
of the EIA process. There was no interaction as per
the terms of reference. So, best practice is to
engage with affected--potentially affected communities
throughout the EIA.

This is just an illustration to show that,
you know, the blue here are the communities that were
shown in the EIA as having consultation meetings, and
on the left there's San Pedro Ayampuc. That is about
7 kilometers. So, within that radius, we looked at
what other communities are there, and we don't see any
proof of these being consulted. So, the majority of
potentially affected communities were not directly
consulted.

Next slide, please.

We talked about the first point. We are of
the opinion that MARN's Terms of Reference with
regards to consultation were not complied with.

Then there were comments that the COCODEs
are considered representative of the communities.

That is not correct. There should have been
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opportunities, or at least the EIA should have
explained why the COCODEs are representative of the
communities, and the communities should have given
broader--more opportunities to provide comments.

Next slide, please.

The Claimants say that the EIA plainly
records questions to the community concerning their
opinion on mining, but consultation really focused on
presenting the benefits of the Project, certainly
throughout the EIA, and consultation activities were
very much on an information and education effort, as
Mr. Kappes used the term.

The client said--the Claimants says
that--and Diestra said that the EIA met legal
requirements, but it is a flawed document that
certainly doesn't mean international best practice,
and it did not follow the MARN guidance on
consultation.

Diestra and the Claimants thereby say that
the Project obtained Social License to Operate, but
Social License to Operate cannot be obtained without

effective consultation. Exmingua failed to
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demonstrate proper and meaningful consultation, and
the communities were not well-informed, and I think
the protests were an indication of that.

Next, please.

And then, with regards to Robinson and
Moran's Reports, there were some comments that these
were ideologically driven activists. And we Jjust
wanted to say that we did our own review and commented
on technical comments by these gentlemen.

(Interruption.)

THE WITNESS: (Mr. Clow) I'm sorry. But
these are just two summary slides that we went over at
the front of the presentation, so we won't--we will
leave those if we are out of time, unless--

PRESIDENT KALICKI: All right. Then this
concludes your presentation, I take it?

THE WITNESS: (Mr. Clow) Yes. We are
concluded.

PRESIDENT KALICKI: All right. Thank you
very much.

All right. ©Let us turn, then, to cross.

And this will be Ms. Menaker, I assume.
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Ms. Menaker, you need to come on camera,

though.
MS. MENAKER: Yes, I do. Thank you.
PRESIDENT KALICKI: Please proceed.
CROSS-EXAMINATION
BY MS. MENAKER:
Q. So, I will begin with some questions for

Mr. Lambert.

So, good afternoon, Mr. Lambert, and I'm

Andrea Menaker. I'll be asking you questions for
Claimants.

A. (Mr. Lambert) Okay.

Q. So, you described at the beginning of your

presentation your qualifications, and you mentioned
that you were a Registered Professional Engineer and
you also--you had a degree in mining engineering and
an M.B.A. degree.
Is that--that's correct?

A. (Mr. Lambert) Correct.

Q. But you don't have a degree in mining
geology; 1is that correct?

A, (Mr. Lambert) No.
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Q. Okay. And you're not a professional or
chartered geologist; is that right?

A. (Mr. Lambert) Correct.

Q. Okay. So, I want to go look at the two
reports that we have been discussing a bit, the two
preliminary--excuse me, Preliminary Resource
Estimates, one prepared by Stephen Maynard at--for
Gold Fields, and--in 2003, and the other is the
Chlumsky, Ambrust, and Meyer, or what we've referred
to as the CAM Estimate, which was from 2004.

So, I'm going to turn to the CAM estimate
first.
If we could pull up, FTI, just RPA's First

Report at Paragraph 53.

A. (Mr. Lambert) Okay. Apologies. RPA?

0. Oh, I'm sorry. SLR.

A. (Mr. Lambert) Thank you.

Q. Okay. And when that comes up, I just wanted

to confirm that you criticize this estimate; right?
You opine 1n Paragraph 53 it should not be relied on.
Do you recall that?

A. (Mr. Lambert) Are you going to bring that
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up?
Q. Sure.

So, it says in Paragraph 53: "Given these
deficiencies in the 2004 CAM Mineral Resource
Estimate, we do not consider the estimate to be
current. It doesn't conform to the CIM best practice
guidelines for the estimation of Mineral Resources and
it should not be relied upon.”

So, 1is that your opinion?

A. (Mr. Lambert) Yes.

Q. Okay. And I'd like to take a look at the
CAM Report, please. It's Exhibit 39, or C-39. Excuse
me. And if we can go to PDF Page 63, please.

Do you see here that this is a Certificate
of Qualification for a Mr. George Ambrust?

A. (Mr. Lambert) Yes.
Q. And if we look down at Paragraph 1, you'll

see that Mr. Ambrust was a partner at CAM; is that

right?
A. (Mr. Lambert) Correct.
Q. And in the following paragraph, we can see

that he's a certified geologist; correct?
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A. (Mr. Lambert) Correct.

Q. And the paragraph after that, we see that he
has a Ph.D. in geology; right?

A. (Mr. Lambert) Yes.

Q. And in Paragraph 5, we see that he's a
Qualified Person?

A. (Mr. Lambert) Yes.

Q. Okay. And, as you know, a Qualified Person
is--it's a specialized term--right?--in this field
that means "an individual who 1s an engineer or a
geoscientist with at least five years of experience in
mineral exploration, mine development, or operations
or mineral project assessment, or any combination of
the above, that also has experience relevant to the
subject matter of mineral project and the technical
report and also is a member in good standing of a
professional association."

Is that correct?

A. (Mr. Lambert) Correct.

Q. Okay. And at Paragraph 6, we see that
Mr. Ambrust was responsible for preparing the

Technical Report for Tambor; is that right?
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A. (Mr. Lambert) Yes.

Q. We see that the Report was prepared--excuse
me--was dated December 1, 2003, and it was preceded by
a site visit from the 22nd to 26th of September of
that same year.

Do you see that?

A. (Mr. Lambert) The site visit was by another
person, but, yes.

Q. That's right. The site visit was conducted
by a Dr. William Walker, who was a consulting
geologist and a registered geologist; right?

A. (Mr. Lambert) That's what it says, yes.

Q. And if we go down to Paragraph 9, you can
see that the Report was prepared in compliance with
the Canadian National Instruments NI 43-101 and 101F1;
is that right?

A. (Mr. Lambert) That's what it states. That's
not what is fact.

Q. It's not fact. So, you dispute that?

A. (Mr. Lambert) Yes. 1In that paragraph that
we presented this, we listed a whole bunch of items

that show that the Report is not compliant.
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Q. So, you think that Mr. Ambrust made a
misrepresentation here by stating that this Report was
compliant with these National Instruments?

A. (Mr. Lambert) Yes.

Q. Okay. So, we can see on Page 64 of the PDF
that Mr. Ambrust signed the Report on January 7, 2004.

Do you see that?

A. (Mr. Lambert) Correct.

Q. Okay. And i1f we also go to PDF Page 11,
please. In the penultimate paragraph, it states that:
"The CAM Report can serve as an independent report
prepared by a Qualified Person as defined by the
Canadian National Instrument 43-101, and the companion
policy 43-101CP."

Do you see that?

A. (Mr. Lambert) Yes.

Q. And after that, it says that: "The
definition as used by CAM conformed the Canadian
Institute of Mining, Metallurgy, and Petroleum
Standards on the Mineral Resources and Reserves
Definitions and Guidelines dated August 20, 2000."

Do you see that?
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Q. And you disagree with that?
A. (Mr. Lambert) Yes.
Q. So, I'd like to now go to the Gold Fields
estimate, which is C-46. I can take you there if

you'd like to see it, but in your First Report,
Paragraph 46--well, why don't we go to that?

If you don't mind, FTI, if we can go to
SLR's First Report, Paragraph 46.

And you state there with respect to this
Report that "it is not clear who was responsible for
preparing this estimate."

Is that still your view, your opinion?

A. (Mr. Lambert) Yes.

Q. So, I'd like to just go to the Gold Fields
estimate, which again is C-46, please. And you can
see here on the cover page, it's titled "Exploration
Potential Summary Report, Tambor Joint Venture,
Guatemala." And if you go down to the bottom
right-hand corner, you see it says "Stephen R.
Maynard, the 18th of November 2003."

Do you see that?
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A. (Mr. Lambert) Correct. Yes.

Q. And if we move to the second page in the
PDF, the first paragraph indicates that the purpose of
the document is to outline the exploration potential
on the licenses controlled by the Tambor Joint
Venture; is that right?

A. (Mr. Lambert) Correct.

Q. And it goes on to say that for detailed
information, databases, and maps, please refer to the
Tambor JV Project files; correct?

A. (Mr. Lambert) Yes.

Q. And then, throughout the Report, then, it
proceeds to discuss 1n detail various exploration
developments at Tambor.

Would you say that that's correct?

A. (Mr. Lambert) That's a pretty good summary,
yes.

Q. Okay. So, you criticize this report for not
establishing Mineral Reserves and not including
categories of Measured, Indicated, and Inferred
Mineral Resources.

Is that an accurate summary of your
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position?

A. (Mr. Lambert) That's a couple of the points,
yes.

Q. Okay. And those categories are included in

codes that are used for public reporting purposes,
aren't they?

A. (Mr. Lambert) Yes.

Q. And you would agree, wouldn't you, that
there are mines that are in production that do not
have Established Reserves or even Measured or
Indicated Resources?

A. (Mr. Lambert) Perhaps. Yeah.

Q. Okay. So, can we take a look at SRK's
Second Report, Annex 1. If we go to the PDF at
Page 60, let me just find--I'm sorry. Is this
Appendix 1 on the screen? I don't think this 1is
Appendix 1, FTI.

ZOOM TECHNICIAN: Okay. 1Is it attached to
this or separate?

MS. MENAKER: It's attached to the Report.
Is this the First Report? We need the Second Report.

This. I'm sorry, FTI, did you hear that? Okay.
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Thank you.

So, 1if we go--I think it 1s, around PDF
Page 60 would be Appendix or Annex 1. Okay. Thank
you.

Q. So, here you see that SRK is describing an
operating gold mine in the United States, Gold Road
USA, and it shows or states that "this mine has only
Inferred Mineral Resources. It has no Measured or
Indicated Resources and no Reserves."

So, you're familiar with this, aren't you?

A. (Mr. Lambert) Yes.

Q. Okay. And Gold Road i1s owned by Aura
Minerals, a Toronto Stock Exchange listed company;
isn't that right?

A. (Mr. Lambert) No.

Q. You don't see in Paragraph 3 it says "Gold
Road is owned by Aura Minerals Inc., which is a TSX
listed company"?

A. (Mr. Lambert) That's what it says, yes.

Q. But when you said "no," do you disagree with
that statement?

A. (Mr. Lambert) I think it's changed
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ownership.

Q. Okay. So, it's changed. But at this time,
do you have any reason to believe it was not owned by
this company which was listed on the Toronto Stock
Exchange?

A. (Mr. Lambert) Yeah. I have no
reason--right.

Q. Okay. All right. Now, if we go further
down in this Appendix, for instance on the next page,
SRK describes an operating mine in Argentina, the Don
Nicolas Gold Mine, and that has only Mineral Resources
but no Reserves.

Do you see that?

A. (Mr. Lambert) Yes.

Q. And that is also owned by another Toronto
Stock Exchange listed company, public company, Cerrado
Gold; 1is that right?

A. (Mr. Lambert) Yeah. I don't know their
listing. But yeah, it says that.

Q. Okay. And there are other examples. I'll
just mention one more, which is right underneath it,

the following page. This i1s a mine that is almost
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fully constructed but not completely, the San Albino
Gold Mine in Nicaragua.

I think that's on the following page. Yeah,
there you go.

The San Albino Gold Mine in Nicaragua went
into construction, although it only had Mineral
Resources and no Reserves.

Do you see that?

A. (Mr. Lambert) Yes.

0. All right. I'd like to turn to some of the
issues in the Life-of-Mine Plan with which you express
disagreement. So, I'll start with the throughput.

So, I would like to look first at your First
Report, Paragraph 60(b), please. Yeah, there you go.
Thank you.

Here you disagree with SRK's throughput that
they use, of 250 tonnes per day that they used in
their Life-of-Mine Plan, and instead, you say that the
throughput should be lower, and here you assume
200 tonnes per day for your primary case; 1is that
right?

A, (Mr. Lambert) Correct.
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Q. Okay. Now, I'd like to look at your Second
Report at Paragraph 77, please.

FTI, could we please show SLR's Second
Report. Thank you.

At Paragraph 77, where here it appears that
you have reconsidered because you note that 150 tonnes
per day is the "best throughput."

So, 1is that right?

A. (Mr. Lambert) No. We actually present both
in our First Report and the Second Report.

Q. But you--so you presented the 200 tonnes per
day as your primary case in the First Report that we
just saw, which was at Paragraph 60 (b) .

You call that the primary case; isn't that
right?

A. (Mr. Lambert) I will have to see what we
said. But if you say that's so, I agree.

Q. We could go right back to it, if you'd like
to, which is, first, just to take you back to your
First Report at Paragraph 60 (b) that we were just
looking at. And you say here--right. There you go.

You say, "In our opinion, the Mine Plan
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should be based on the plant production from the EIA
of 150 tonnes per day; however, we have used
200 tonnes per day in the RPA Restated Versant Model."

So, do you see that?

A. (Mr. Lambert) Yes.
Q. Okay.
A. (Mr. Lambert) I don't see the word "primary"

that you were referring to.
Q. Okay. If we can go to the PDF Page 50 of
Page 58, Table 9.
So, in the first line here, you see--under
"plant throughput," you can see tonnes per day,
Versant model, 250, and then you see the RPA restated
Versant model, and you have 200.
Do you see that?
A. (Mr. Lambert) Yes. We had both ranges. We
had 150 and we had 200, yes.
Q. Okay. So, I assumed this was your primary
case since this is what you placed in this table?
A. (Mr. Lambert) That was the starting point,
yes.

Q. Okay. Now, if we go to your Second Report,
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back to Paragraph 73, please.

In the first sentence, you state that you
have recalculated the overall average throughput on an
annualized basis accounting for maintenance, downtime,
and utilization.

Is that right?

A. (Mr. Lambert) Correct.

Q. And apologies to FTI, because now I need to
go back to the First Report, in Paragraph 35. My
apologies. SRK's First Report, Paragraph 35. And I
Just want to establish this because there are a fair
number of numbers, so I want people to make sure they
are following this.

When you were calculating your throughput,
you're assuming the process plant has a feed capacity

of 87,500 tonnes per day; 1s that right?

A. (Mr. Lambert) No.
Q. No. All right. Well, let me start with SRK
then. SRK, here you can see, when they're calculating

250 tonnes per day they are assuming a process plant
feed capacity of 87,500 tonnes per annum. Excuse me.

A. (Mr. Lambert) Okay.
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Q. Is that right?

So, if you divide that ton per annum by
their throughput of 250 tonnes per day, that gives us
350 days per year when the plant is operating.

Do you agree?

A. (Mr. Lambert) That's their assumption, yes.

Q. So that leaves, in SRK's model, 15 days per
year for maintenance and the like; is that right?

A. (Mr. Lambert) Yes.

Q. Okay. Now, you just testified on direct, if
I understood correctly, that the--they should have
allocated maybe one day per week for maintenance. And
if that were correct, that would be approximately
52 days per year.

I do not recall seeing anything of that
nature in either of your two Reports.

Is there any place in your-—--

A. (Mr. Lambert) Based on my experience, you
see, typically, mills will take a down day, one day a
week.

Q. And is there anything in either of your two
Reports where you state that having 15 days per year
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for maintenance is inadequate and it should be more
like 52 days per year?

A. (Mr. Lambert) No. But the evidence here
basically says that, because if you look at days that
they ran versus the days available, it was a fraction
of the total.

0. Okay. But, Mr. Lambert, there is nothing in
either of your two Reports where you state that it
would be, on average, particularly for a plant past
its ramp-up period, to shut down one day per week for
maintenance. There is nothing in either of your two
Reports where you state that; isn't that right?

A. (Mr. Lambert) I told you that was based on
my experience.

Q. Okay. So, I'd like to go back to your
Second Report at Page 17 of the PDF, at Table 5-1.
Thank you.

So, you prepared this table based on
Claimants' Exhibit 125, which is the Daily Summary
Data for the Tambor Plant; isn't that right?

A. (Mr. Lambert) I believe so.

Q. Okay. And this table is meant to reflect
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the actual average monthly throughputs that you
calculated for the period from January 2015 to

May 2016. So, it covers essentially 17 months of the
plant's operation; 1is that right?

A. (Mr. Lambert) Yes.

Q. Okay. So, if we look at the third column,
titled "Tonnes per Day," and if we can just highlight
that column.

Using your own calculations, out of these
17 months, the average monthly throughput exceeded
150 tonnes per day in 13 of these 17 months; isn't
that right?

A. (Mr. Lambert) Yes.

Q. Okay. And even--agailn, using your own
calculations, the average monthly throughput was close
to or exceeded 200 tonnes per day in 10 of these 17
months; isn't that right?

A. (Mr. Lambert) Okay.

Q. And there was a high throughput of 218 to
220 tonnes per day, on average, in June and 1in
July 2015.

Do you see that?

B&B Reporters
001 202-544-1903




10

11

12

13

14

15

16

17

18

19

20

21

22

Page | 2133

A. (Mr. Lambert) Yes.

Q. Okay. So, there is no doubt, even using
your own calculations, that the Tambor Plant was
capable, technologically capable, of operating at a
throughput that was higher than 150 tonnes per day.

You would agree with that, wouldn't you?

A. (Mr. Lambert) Yes.

Q. Okay. And on your review of this data and
your own calculations, the Tambor Plant, more often
than not, operated at a throughput exceeding your

proposed assumption of 150 tonnes per day; isn't that

right?
A. (Mr. Lambert) No.
0. You don't think here--
A. (Mr. Lambert) Right here, as it shows, it

operated over this whole time period at 159 tonnes per

day.
Q. Correct. And 159 is more than 150; correct?
A. (Mr. Lambert) Okay.
Q. Okay. So, now I want to take a look at

these monthly averages. And you calculated this by

using the total tonnage fed in a particular month,
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which is in the first column; right?

A. (Mr. Lambert) Correct.

Q. And then you divided that by the total
number of days in a particular month, as seen in the
last column; right?

A. (Mr. Lambert) Calendar days, yes.

Q. Okay. So, I want to look at the lowest
tonnes per day, which is in May of 2016, the very last
column or row. And it says 44 tonnes per day. So,
that's what you are using for that month; correct?

A. (Mr. Lambert) Yes.

Q. And you got that number by taking the total
tonnage of 1,359 tonnes in that second column and
dividing it by 31 days, and that comes out to 44
rounded from 43 point something?

A. (Mr. Lambert) Okay. Yes.

Q. Okay. So, now, I'd like to go to the Daily
Summary Plant Data, which is at C-125, please. And if
we go to PDF Page 17, starting from row--yeah, we can
Jjust blow that whole thing up.

Starting from Row 995, you see that this 1is

where May begins.
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Do you see that?
A. (Mr. Lambert) Yes.
Q. So, for each day in the second column, it
shows the shifts, which are typically two per day.
You have an A shift and a B shift. And then the
fourth column shows the tonnage that is processed from
a particular shift.
Do you see that?
A. (Mr. Lambert) The fourth column, yes. Not

the one highlighted.

Q. That's right. Not the one highlighted, no.
Right?

A. (Mr. Lambert) Yes.

Q. The last. Okay.

So, on May 8, which is the last day--I'm
sorry. I'm trying to--right. It's the column that
begins with 93; right?

So, for the data in May, you can see that
the plant--sorry. My screen just--there we go. Okay.

You can see that plant only operated from
the 1st of May through the 8th of May.

Do you see that?
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A. (Mr. Lambert) Yes.

Q. And on the 8th of May, it only operated one
shift, Shift A.

Do you see that?

A. (Mr. Lambert) Yes.

Q. So the plant operated for seven full days
with two shifts and one day for half a shift. And
you're aware that on May 8th, 2016, that was the very
last day of Exmingua's operations because of the
shutdown? You're aware of that?

A. (Mr. Lambert) Okay.

Q. Okay. So, 1f we take the total tonnage that
we were looking at before in your table, i1f we go back
to RPA 2--1 keep calling it RPA, but the SLR Report,
the Second Report, Table 5-1 that we were looking at
earlier, which was on PDF Page 17, I believe.

And if you were to take that 1,359,
1,359 tonnes for May and divide that by 7.5 days
instead of by 31 days, you would get an average
monthly--you would get an average throughput of
181 tonnes per day, rather than 44 tonnes per day.

Isn't that right?
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A. (Mr. Lambert) I haven't done the calculation
but I'll take your word.

Q. Okay. So, now, in this Report, in
Paragraph 75, 1f we could go to that, please.

In your second sentence of Paragraph 75, you
note that the actual daily plant feed rates show "a
few excursions above 250 tonnes per day in 2015 and
between March and April 2016."

Do you see that?

ZOOM TECHNICIAN: Which is it in? First or
Second Report?

MS. MENAKER: I'm sorry. It's the Second
Report. Right. And Paragraph 75.

BY MS. MENAKER:

Q. So, you're saying here that it shows--the
daily plant feed rates show a few excursions above
250 tonnes per day in 2015, and between March and
April of 2016; right?

A. (Mr. Lambert) Correct.

Q. And then you go on to state: "The plant
data does not show that this throughput rate could be

consistently achieved, and that the throughput rate
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was erratic and dropped well below 200 tonnes per day
between April and May of 2016".
Do you see that?

A. (Mr. Lambert) Yes.

Q. But we've just discussed, in May 2016, when
the plant operated for only 7.5 days when Exmingua was
shut down, it achieved an average throughput of
181 tonnes per day over those days. Isn't that right?

A. (Mr. Lambert) Yes. But that number is still
below 200. What's the point?

Q. Well, the point is, is it--it's not well
below 200, is it? It's not 447

A. (Mr. Lambert) 10 percent.

Q. Well, in April 2016, if we look back at your
chart, even on your own calculation, the average
monthly throughput was 189 tonnes per day--

A. (Mr. Lambert) Yes.

Q. --right? And it 1s well above the
150 tonnes per day that you are using in your
Life-of-Mine Plan assumption; isn't that right?

A. (Mr. Lambert) We present two numbers: 150

and 200.
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Q. Right. ©Now, i1f we go back to your First
Report, please, in Table 3. And--

ZOOM TECHNICIAN: Apologies. That's towards
the end of the Report?

THE WITNESS: (Mr. Lambert) Page 22.

BY MS. MENAKER:

Q. Okay. Page 22. Thank you.

So, here you took a different approach, if
we can look at this, because in your third column it
specifies the number of operating days of the plant in
any given month.

Do you see that in the third column?

A. (Mr. Lambert) Yes.
Q. If we look at May, for example, May 2016, it
indicates 7.5 days and not the 31 days that we just

saw 1n your Second Report in the Table 5.1; isn't that

right?
A. (Mr. Lambert) Correct.
Q. Okay. And in the fourth column, you

calculate tonnes per day processed based on number of
operating days in the month; right?

A. (Mr. Lambert) The reported operating days,
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yes.

Q. And calculated this way, there is not a
single month that has an average daily throughput
below 150 tonnes per day; isn't that right?

A. (Mr. Lambert) Correct.

Q. And out of 17 months, the average daily
throughput in 12 of those months exceeds 200 tonnes
per day; 1isn't that right?

A. (Mr. Lambert) No, because you are not
including downtime.

Q. Well, I'm just looking at your own chart.
Doesn't it show that the average daily throughput in
12 of the 17 months exceeds 2007

A. (Mr. Lambert) No. It shows that the average
daily throughput exceeds 200 based on operating days.
When you look at total calendar days, it's lower.

Q. That's right, sir. I'm just looking at this
chart because it's your chart. I understand that you
did it differently in the Second Report.

So, you also state that, in your Second
Report--we don't have to go to it right now unless you

need to. But you state that the throughput assumption
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should remain at 150 tonnes per day because that is
what was included in the 2010 Progreso VII EIA.
Do you recall that?

A. (Mr. Lambert) Yes.

Q. And you refer to that as a "limit" at which
the mine can operate.

Do you recall that?

A. (Mr. Lambert) Not specifically, but--

Q. Would you agree with that characterization
now, or not?

A. (Mr. Lambert) It was what they proposed at
the time in the EIA.

Q. And isn't it the case that what was said in
the EIA is that the 150 tonnes per day is a nominal
rate, and the 200 tonnes per day is a design rate?

A. (Mr. Lambert) Yeah. So, the design rate 1is
the rate you get when you're operating, and the 150 is
rate you get when you put in the calendar days.

Q. So, you would disagree that the nominal rate
is just denoting what could be performance, and the
design rate operates—--allows for variability, given

orebody variability, process disturbances or anything
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like that? Would you agree with that, generally?

A. (Mr. Lambert) My understanding is the design
rate is based on design throughput, what it's designed
to handle if it's operating 100 percent of the time,
and then the nominal rate is the average throughput
when you allow for maintenance factors.

Q. Okay. I would just like to look at one more
document with this respect. If you go to C-629,
please. And if we can go to--this is--let me just
say, an Inspection Report from the MARN from
November 2015.

And if we go to Page 6 of the PDF, and you
can see in--okay. Is this Page 6 of the PDF?

In the third column, yes, the third
paragraph, it says: "Due to plant capacity, about 200
to 250 tons per day continues to be exploited."

Do you see that?

A. (Mr. Lambert) Yes.

Q. And if we go to the PDF Page 20, there are a
number of conclusions and requirements.

Do you see that?

A. (Mr. Lambert) Yes.
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Q. And there's no mention of any excessive
throughput at the plant, is there?

A. No.

Q. When you reached the conclusion that
150 tonnes per day should be a limit, did you take
into consideration the fact that the MARN and--I'l1l
represent to you--also the MEM conducted inspections,
noted the throughput between 200 and 250 tonnes per
day and did not indicate any concern with that.

Did you take that into account?

A. (Mr. Lambert) What we did is, we came up
with a range between 150 and 200.
Q. Okay.

MS. MENAKER: Well, thank you.

Madam President, should I ask you 1f I
should continue or if you would like to--

PRESIDENT KALICKI: Yeah. I don't know
where we are in terms of time usage today. Maybe you
could go an extra 10 minutes if that's logical, but no
more. Are you at a stopping point now?

MS. MENAKER: I am at a stopping point, but
I'm in your hands. I am going to turn to a different
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line, but--

PRESIDENT KALICKI: Okay. Well, 1if you're
turning to a different line, then why don't we stop
today.

I will take a look at time usage tonight,
and we will see where we are. We may have to do a
long day tomorrow. I Jjust--I don't know. But we will
Jjust see where we are.

All right. Thank you very much, Mr. Clow,
Mr. Theben, and Mr. Lambert. We will break now
overnight, resume again in the morning. Same

instructions to you as I give to all in these

circumstances: Please don't discuss the case
overnight. Thank you very much.

THE WITNESS: (Mr. Clow) Understood.
Thanks.

PRESIDENT KALICKI: Thank vyou.

(Witness steps down.)

PRESIDENT KALICKI: Counsel, are there any
matters that we need to take up before we adjourn?

MS. MENAKER: I don't think so, not from

Claimants.
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PRESIDENT KALICKI: Okay.

MR. SMITH: Nothing from Respondent.

PRESIDENT KALICKI: Okay. Since we now just
have two days left in the Hearing, one thing, just to
remind you, that we want to take up on Friday, I
guess, when we finish the last Witness, are next
steps, which, of course, usually include Transcript
corrections, scheduling of Post-Hearing Briefs and
page limits for that with--the Procedural Order had
salid there would be some, but we didn't discuss what
they would be, and then the issue of whether there is
an Oral Closing thereafter or not.

You may not have time to consult about these
things between now and Friday. So, Option A is
consult and see if you can reach agreement. Option B
is that we give you, say, a week after the Hearing to
consult and then you report by letter.

Think about that overnight. Let us know in
the morning which of those--whether you want to leave
here Friday with a game plan for moving forward or you
want to take some time after the Hearing to consult

afterwards. All right. 1I'll ask the Parties tomorrow
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which way you want to handle 1it.
All right. Very good. Have a good evening.
MS. MENAKER: Thank you.
MR. SMITH: Thank vyou.
(Whereupon, at 3:06 p.m., (EST) the Hearing
was adjourned until 8:00 a.m. (EST) the following

day.)
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