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This short form prospectus qualifies the distribution of 11,521,740 units (the "Units") of Excellon Resources Inc.
(the "Company") at a price of $1.15 per Unit (the "Offering Price") for aggregate gross proceeds of $13,250,001
(the "Offering"). Each Unit will consist of one common share in the capital of the Company (a "Unit Share") and
one-half of one Common Share purchase warrant. Each whole Common Share purchase warrant (a "Warrant")
will entitle the holder thereof to acquire, subject to adjustment in certain circumstances, one additional Common
Share in the capital of the Company (a "Warrant Share") at an exercise price of $1.75 per share on or before
5:00 p.m. (Toronto time) on the date that is 24 months from the date of the closing of the Offering. The terms of
the Offering, including the Offering Price, were determined by negotiation between the Company and Cantor
Fitzgerald Canada Corporation ("CFCC"), on its own behalf and on behalf of Sprott Private Wealth L.P., Cormark
Securities Inc. and PI Financial Corp. (collectively, the "Underwriters").

The outstanding common shares of the Company (the "Common Shares") are listed on the Toronto Stock
Exchange (the "TSX") under the symbol "EXN".

The TSX has conditionally approved the listing of the Unit Shares and the Warrants to be distributed under this
short form prospectus on the TSX, as well as the Warrant Shares issuable upon exercise of the Warrants. Listing
will be subject to the Company fulfilling all of the listing requirements of the TSX. On July 4, 2016, the last trading
day prior to the announcement of the Offering, the closing price of the Common Shares on the TSX was $1.28 per
Common Share. On July 18, 2016, the last trading day prior to the date of this short form prospectus, the closing
price of the Common Shares on the TSX was $1.26 per Common Share.

PRICE: $1.15 PER UNIT

Price to the
Public

Underwriters'
Fee

(1)

Net Proceeds to
the

Company
(2)

Per Unit ....................................................................... $1.15 $0.069 $1.081

Total Offering
(3)

........................................................... $13,250,001 $795,000 $12,455,001

Notes:

(1) Upon the closing of the Offering, the Company will pay the Underwriters a cash commission (the "Underwriters' Fee") equal to 6% of
the gross proceeds of the Offering, including proceeds realized from the sale of any Units sold pursuant to the exercise of the Over-
Allotment Option (as defined below). See "Plan of Distribution".

(2) Before deducting expenses of the Offering estimated to be $350,000, which, together with the Underwriters' Fee, will be paid from the
proceeds of the Offering.

(3) The Company has granted the Underwriters an over-allotment option (the "Over-Allotment Option"), exercisable in whole or in part,
from time to time, for a period of 30 days from closing of the Offering (including the date thereof), to purchase up to an additional



1,728,260 Units (the "Additional Units") at the Offering Price per Additional Unit, to cover over-allotments, if any, and for market
stabilization purposes. The Over-Allotment Option may be exercised by the Underwriters in respect of: (i) Additional Units at the Offering
Price; (ii) additional Unit Shares (the "Additional Shares") at a price of $1.11 per Additional Share; (iii) additional Warrants (the
"Additional Warrants") at a price of $0.08 per Additional Warrant; or (iv) any combination of Additional Shares and/or Additional
Warrants (together, the "Additional Securities"), so long as the aggregate number of Additional Shares and Additional Warrants which
may be issued under the Over-Allotment Option does not exceed 1,728,260 Additional Shares and 864,130 Additional Warrants. The
grant of the Over-Allotment Option and the Additional Securities issuable upon exercise of the Over-Allotment Option are hereby
qualified for distribution under this short form prospectus. A purchaser who acquires Additional Securities issuable on the exercise of the
Over-Allotment Option acquires such Additional Securities under this short form prospectus regardless of whether the Over-Allotment
Position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. If the Over-Allotment
Option is exercised in full, the total price to the public, Underwriters' Fee and net proceeds to the Company (before deducting expenses
of the Offering) in respect of the Offering will be $15,237,500, $914,250 and $14,323,250, respectively. Where applicable, references to
"Offering", "Units", "Unit Shares", "Warrants" and "Warrant Shares" include the securities issuable upon the exercise of the Over-
Allotment Option. See "Plan of Distribution – Over-Allotment Option".

The following table sets forth the number of securities that may be issued by the Company pursuant to the
exercise of the Over-Allotment Option:

Underwriters' Position
Maximum Size or Number

of Securities Available Exercise Period Exercise Price

Over-Allotment Option 1,728,260 Additional Shares
and/or 864,130 Additional

Warrants

For a period of 30 days from
closing of the Offering

$1.15 per Additional Unit

$1.11 per Additional Share

$0.08 per Additional Warrant

The Underwriters, as principals, conditionally offer the Units, subject to prior sale, if, as and when issued by the
Company and accepted by the Underwriters in accordance with the conditions contained in the Underwriting
Agreement referred to under "Plan of Distribution" and subject to the approval of certain legal matters on behalf of
the Company by Dentons Canada LLP and on behalf of the Underwriters by Wildeboer Dellelce LLP.

Subject to applicable law, the Underwriters may, in connection with the Offering, over-allocate or effect
transactions that stabilize or maintain the market price of the Common Shares at levels other than those that
otherwise might prevail on the open market. Such transactions, if commenced, may be discontinued at any time.
See "Plan of Distribution".

Subscriptions for Units will be received subject to rejection or allotment in whole or in part and the Underwriters
reserve the right to close the subscription books at any time without prior notice. Closing of the Offering (the
"Closing") is expected to take place on July 26, 2016 or such other date as may be agreed upon by the Company
and the Underwriters (the "Closing Date"). The Units are to be taken up by the Underwriters, if at all, on or before
the date that is not later than 42 days after the date of the receipt for the final short form prospectus related to the
Offering. The Offering will be conducted under the book-based system. A subscriber who purchases Units will
receive a customer confirmation from the registered dealer from or through whom Units are purchased and who is
a CDS Clearing and Depository Services Inc. ("CDS") depository service participant. CDS will record the CDS
participants who hold Units on behalf of owners who have purchased Units in accordance with the book-based
system. No certificates evidencing the Units will be issued, except in certain limited circumstances, and
registration will be made in the name of the nominee of CDS.

The Underwriters propose to offer the Units initially at the Offering Price specified above. After a reasonable effort
has been made to sell all of the Units at the Offering Price, the Underwriters may subsequently reduce the selling
price to investors from time to time in order to sell any of the Units remaining unsold. Any such reduction will not
affect the proceeds received by the Company. The Underwriters will inform the Company if the Offering Price is
reduced. See "Plan of Distribution".

There is currently no market through which the Warrants can be sold and purchasers may not be able to
resell such securities. This may affect the pricing of the Warrants in the secondary market, the
transparency and availability of trading prices, the liquidity of such securities, and the extent of issuer
regulation. See "Risk Factors".

An investment in the Units is subject to various risks that should be considered by prospective
subscribers including those risks inherent to the industries in which the Company operates. Prospective
subscribers should carefully consider the risks described under "Risk Factors" before deciding whether
to invest in any Units.



Alan R. McFarland and Oliver Fernández, each of whom is a director of the Company, reside outside of Canada
and have appointed the Company at its registered office set forth below as their agent for service of process.
Purchasers are advised that it may not be possible for investors to enforce judgments obtained in Canada against
any person that resides outside of Canada, even if the person has appointed an agent for service of process.

The head and registered office of the Company is 20 Victoria Street, Suite 900, Toronto, Ontario, M5C 2N8.
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GENERAL MATTERS

You should rely only on the information contained or incorporated by reference in this short form
prospectus. In addition, prospective investors should not rely on part of the information contained
in or incorporated by reference in this short form prospectus to the exclusion of other. Neither the
Company nor the Underwriters have authorized anyone to provide you with different or additional
information. If anyone provides you with different or additional information, you should not rely on it. The
Company and the Underwriters are not making an offer to sell or seeking an offer to purchase the
securities offered pursuant to this short form prospectus in any jurisdiction where to offer or sale is not
permitted. You should assume that the information contained in this short form prospectus is accurate
only as of the date of those documents and that information contained in any document incorporated by
reference is accurate only as of the date of that document or other date specified in that document.
Subject to the Company's obligations under applicable securities laws, the information contained in this
short form prospectus is accurate only as of the date of this short form prospectus regardless of the time
of delivery of this short form prospectus or of any sale of the Units.

The financial statements of the Company incorporated by reference in this short form prospectus are
reported in United States dollars and have been prepared in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board.

Unless the context otherwise requires, all references in this short form prospectus to the "Company",
"we", "us" and "our" refer to Excellon Resources Inc.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION

This short form prospectus contains or incorporates by reference "forward-looking statements" and
"forward-looking information" (collectively, "forward-looking statements") within the meaning of
applicable Canadian securities legislation and applicable U.S. securities laws concerning the Company's
plans for its properties, operations and other matters. Except for statements of historical fact relating to
the Company, certain statements contained herein or incorporated by reference constitute forward-
looking statements including, but not limited to, statements regarding the completion of the Offering and
the timing thereof, the use of the proceeds of the Offering, future anticipated and current exploration
programs and expenditures, exploration results, the potential discovery and delineation of mineral
deposits/resources/reserves, potential mining and processing scenarios, production estimates, the
anticipated success of mineral processing procedures, anticipated continued sales of ore and concentrate
sales, proposed business plans, anticipated business trends and metal prices, future anticipated
operating costs, reclamation cost estimates, revenues and cash flow, and may relate to analyses and
other information that are based on forecasts of future results, estimates of amounts not yet determinable
and assumptions of management. Any statements that express or involve discussions with respect to
predictions, expectations, beliefs, plans, projections, objectives, assumptions or future events or
performance (often, but not always, using words or phrases such as "expects" or "does not expect", "is
expected", "anticipates" or "does not anticipate", "plans", "estimates", "believes", "proposed", "intends" or
"does not intend", or stating that certain actions, events or results "may", "could", "would", "might" or "will"
be, or not be, taken, occur or be or not be achieved) are not statements of fact and may be forward-
looking statements.

Forward-looking statements are subject to a variety of risks and uncertainties, many of which are beyond
the Company's control, which could cause actual events or results to differ materially and adversely from
those reflected in the forward-looking statements. These risks are described or referred to below under
the heading "Risk Factors" in this short form prospectus, and under the heading "Risk Factors" in the
annual information form of the Company dated March 23, 2016 for the year ended December 31, 2015
and under the heading "Risk and Uncertainties" in the management's discussion and analysis of
consolidated results of operations and financial condition dated March 23, 2016 for the year ended
December 31, 2015, both of which are incorporated herein by reference. Should one or more of the risks
and uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary
materially and adversely from those described in the forward-looking statements. Forward-looking
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statements are made based on management's beliefs, estimates, assumptions and opinions on the date
the statements are made and, other than as required by applicable law, the Company undertakes no
obligation to update the forward-looking statements if these beliefs, estimates, assumptions and opinions
or other circumstances should change. Investors are cautioned against attributing undue certainty or
weight to forward-looking statements. Forward-looking statements made in a document incorporated by
reference in the short form prospectus are made as at the date of the original document and have not
been updated except as expressly provided for in this short form prospectus.

Readers are also cautioned that the assumptions used in the preparation of such information, although
considered reasonable at the time of preparation, may prove to be imprecise and, as such, undue
reliance should not be placed on forward-looking statements. The Company's actual results, programs
and financial position could differ materially from those expressed in or implied by these forward-looking
statements, and accordingly, no assurance can be given that the events anticipated by the forward-
looking statements will transpire or occur, or that, if any of them do so, what benefits the Company will
derive therefrom.

CURRENCY PRESENTATION AND EXCHANGE RATE INFORMATION

In this short form prospectus, unless otherwise specified or the context otherwise requires, all dollar
amounts are expressed in Canadian dollars. All references to "dollars", "$" or "C$" are to Canadian
dollars and all references to "US$" are to United States dollars. For purposes of the amounts referenced
in this short form prospectus, unless specified otherwise, the rate of exchange was US$1.00=C$1.2984 or
C$1.00=US$0.7702, each based on the Bank of Canada's noon exchange rate for July 18, 2016, the day
immediately prior to the filing of this short form prospectus.

The following table sets out: (1) the high and low rate of exchange for one Canadian dollar in U.S. dollars
during the indicated periods; (2) the average of the rate of exchange on the last business day of each
month during those periods; and (3) the exchange rate in effect as at the end of each of those periods,
each based on the noon rate published by the Bank of Canada.

Three months
ended March 31,

2016

Three months
ended March 31,

2015

Year ended
December 31, 2015

Year ended
December 31, 2014

(expressed in Canadian dollars)

High 1.4589 1.2790 1.3990 1.1643

Low 1.2962 1.1749 1.1728 1.0614

Average 1.3732 1.2412 1.2787 1.1045

Closing 1.2987 1.2683 1.3840 1.1601

DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by reference in this short form prospectus from documents
filed with securities commissions or similar authorities in Canada. Copies of the documents
incorporated herein by reference may be obtained on request without charge from the Chief Financial
Officer of the Company at 20 Victoria Street, Suite 900, Toronto, Ontario, M5C 2N8, telephone (416) 364-
1130, or by accessing the Company's disclosure documents available through the Internet on the
Canadian System for Electronic Document Analysis and Retrieval ("SEDAR") at www.sedar.com.

Under the short form prospectus system adopted by the securities commissions and similar securities
regulatory authorities in the relevant provinces of Canada, the Company is permitted to incorporate by
reference the information filed with securities commissions and similar securities regulatory authorities in
Canada, which means that the Company can disclose important information by referring to those
documents. Information that is incorporated by reference is an important part of this short form
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prospectus. The following documents were filed with the securities commission or other similar securities
regulatory authority in each of the provinces of Canada are specifically incorporated by reference in, and
form an integral part of, this short form prospectus:

(a) our annual information form dated March 23, 2016 for the fiscal year ended December
31, 2015 (the "Annual Information Form");

(b) our management proxy circular dated March 23, 2016, prepared in connection with the
annual general and special meeting of our shareholders held on May 10, 2016;

(c) our audited consolidated financial statements as at and for the years ended December
31, 2015 and December 31, 2014, together with the notes thereto and the auditors'
reports thereon;

(d) our management's discussion and analysis of consolidated results of operations and
financial condition dated March 23, 2016 for the fiscal year ended December 31, 2015;

(e) our unaudited interim condensed consolidated financial statements for the three month
period ended March 31, 2016, together with the accompanying notes thereto;

(f) our management's discussion and analysis of financial results dated May 10, 2016 for the
three month period ended March 31, 2016;

(g) material change report dated July 7, 2016 filed in connection with the announcement of
the Offering;

(h) the template version of the marketing materials dated July 4, 2016 in respect of the
Offering (the "Initial Marketing Materials"); and

(i) the template version of the marketing materials dated July 5, 2016 in respect of the
Offering (the "Revised Marketing Materials" and together with the Initial Marketing
Materials, the "Marketing Materials").

Any documents of the type required by National Instrument 44-101 – Short Form Prospectus Distributions
to be incorporated by reference in a short form prospectus, including any material change reports
(excluding material change reports filed on a confidential basis), interim financial statements, annual
financial statements and the auditors' report thereon, management's discussion and analysis, information
circulars, annual information forms and business acquisition reports filed by the Company with securities
commissions or similar regulatory authorities in Canada subsequent to the date of this short form
prospectus and prior to the termination of this distribution are deemed to be incorporated by reference in
this short form prospectus.

Any statement contained herein or in a document incorporated or deemed to be incorporated by
reference herein will be deemed to be modified or superseded for purposes of this short form
prospectus to the extent that a statement contained herein or in any other subsequently filed
document which also is or is deemed to be incorporated by reference herein modifies or
supersedes such prior statement. Any statement or document so modified or superseded will not,
except to the extent so modified or superseded, be incorporated by reference and constitute a
part of this short form prospectus. The making of a modifying or superseding statement will not
be deemed an admission for any purposes that the modified or superseded statement, when
made, constituted a misrepresentation, an untrue statement of a material fact or an omission to
state a material fact required to be stated therein or necessary to make the statements therein not
misleading in light of the circumstances in which they were made.
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MARKETING MATERIALS

The Marketing Materials are not part of this short form prospectus to the extent that the contents of the
Marketing Materials have been modified or superseded by a statement contained in this short form
prospectus. Any "template version" of "marketing materials" (each as defined in National Instrument 41-
101 – General Prospectus Requirements) prepared in connection with the Offering do not form part of this
short form prospectus to the extent that the contents of the Marketing Materials have been modified or
superseded by a statement contained in this short form prospectus. The Initial Marketing Materials have
been modified by the Revised Marketing Materials to reflect the upsize of the offering of Units from an
aggregate offering amount of $10,000,000 to $13,250,001. Any "template version" of "marketing
materials" filed on SEDAR after the date of this short form prospectus and before the termination of the
distribution under the Offering will be deemed to be incorporated into this short form prospectus.

SUMMARY DESCRIPTION OF THE BUSINESS

Overview

Excellon Resources Inc. was incorporated under the Company Act (British Columbia) on March 4, 1987
and continued under the Business Corporations Act (Ontario) on May 31, 2012. The registered and
principal office of the Company is located at 20 Victoria Street, Suite 900, Toronto, Ontario M5C 2N8. The
Company's telephone number is (416) 364-1130 and its website address is www.excellonresources.com.

The Company is a mining and exploration company currently focussed on the exploration, development
and mining of silver-lead-zinc mineralization on its 21,000-hectare Platosa Property in northeastern
Durango State, Mexico. The Common Shares of the Company are listed on the TSX under the symbol
"EXN".

See "Corporate Structure" and "Description of the Business" in the Annual Information Form for a detailed
description of the business and operations of the Company.

Subsidiary Corporate Governance and Internal Controls

The Company has implemented a system of corporate governance, internal controls over financial
reporting, and disclosure controls and procedures that apply at all levels of the Company and its
subsidiaries. These systems are overseen by the board of directors of the Company, and implemented by
the Company's senior management. The relevant features of these systems include:

Control Over Subsidiaries

The Company's corporate structure has been designed to ensure that the Company controls, or has a
measure of direct oversight over, the operations of its subsidiaries. The Company's subsidiaries are 100%
beneficially owned, controlled or directed, directly or indirectly, by the Company. The Company, as the
ultimate shareholder, has internal policies and systems in place which provide it with visibility into the
operations of its subsidiaries, including its subsidiaries operating in emerging markets, and the
Company's management team is responsible for monitoring the activities of the subsidiaries.

In addition, the Company directly controls the appointments of the directors and officers of its
subsidiaries. The directors of the Company's subsidiaries are ultimately accountable to the Company as
the shareholder appointing him or her, and the board of directors of the Company and its senior
management. Further, the annual budget, capital investment and exploration program in respect of the
Company's mineral properties are established by the Company.

Further, the authorized signing officers for the bank accounts of the foreign subsidiaries are either
employees of the Company or employees of the subsidiaries, as the case may be.
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All of the minute books and corporate records of the Company's subsidiaries are kept at the offices of
local corporate secretarial services in the respective jurisdictions in which such subsidiaries exist. All
disbursements of corporate funds and operating capital to subsidiaries of the Company are reviewed and
approved by the Chief Executive Officer and the Chief Financial Officer of the Company and are based
upon pre-approved budgeted expenditures.

In connection with the acquisition, ownership and disposition of material property interests in Mexico,
including mining concessions and real property interests, the Company engages a reputable law firm
located in Mexico to periodically conduct a review of the Company's ownership of its material property
interests. In respect of other assets, such as equipment or materials purchased by its foreign subsidiaries,
the Company has enacted internal control procedures to ensure that all appropriate documentation is
obtained for the legal transfer of assets to the Company (or its applicable subsidiary). The Company and
its local legal counsel are familiar with the nature of transactions customary in the Mexican mining
industry which allows them to identify and ensure that ownership of property interests and other assets is
legally valid.

Strategic Direction

While the mining operations of each of the Company's subsidiaries are managed locally, the board of
directors of the Company is responsible for the overall stewardship of the Company and, as such,
supervises the management of the business and affairs of the Company (and its subsidiaries). More
specifically, the board of directors of the Company is responsible for reviewing the strategic business
plans and corporate objectives, and approving acquisitions, dispositions, investments, capital
expenditures and other transactions and matters that are material to the Company including those of its
material subsidiaries.

The Company has ensured that only the Chief Executive Officer and the Chief Financial Officer of the
Company have the authority to authorize the sale or disposition of the property of the Company's foreign
subsidiaries in order to protect the Company's interests and to ensure that appropriate authorization of
material asset transactions has been provided. In addition, the Company has established a series of
internal control procedures to govern the operation of the foreign subsidiaries and has granted certain
limited powers of attorney to employees who are involved with the management of the foreign
subsidiaries in order to allow such individuals to operate the day-to-day operations of the foreign
subsidiaries.

Internal Control Over Financial Reporting

The Company prepares its consolidated financial statements and management's discussion and analysis
on a quarterly and annual basis, using International Financial Reporting Standards, which require
financial information and disclosures from its subsidiaries. The Company implements internal controls
over the preparation of its financial statements and other financial disclosures to provide reasonable
assurance that its financial reporting is reliable and that the quarterly and annual financial statements and
management's discussion and analysis are being prepared in accordance with International Financial
Reporting Standards and applicable Canadian securities laws.

All public documents and statements relating to the Company and its subsidiaries containing material
information (including financial information) are reviewed by senior management, including the Chief
Executive Officer and the Chief Financial Officer before such material information is disclosed, to make
sure that all material information has been considered by management of the Company and properly
disclosed.

The Company currently sells its metal concentrates to a single purchaser, a global commodities trader.
Upon completion of the sale of such metal concentrates, the purchaser deposits the proceeds into an
account in Mexico that is controlled from Toronto by the Chief Executive Officer and Chief Financial
Officer of the Company. In order to allow the utilization of the funds when appropriate, the Company has
granted certain members of management located in Mexico powers of attorney. Notwithstanding the
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foregoing, upon the receipt of funds from the purchaser, the majority of such funds received by the foreign
subsidiaries are immediately transferred to the Company's Canadian bank accounts, with only sufficient
funds required to fund day-to-day operations of the foreign subsidiaries retained in the foreign
subsidiaries' bank accounts. In respect of the Offering, all funds raised will be held in Canada and
allocated to the foreign subsidiaries on an as-needed basis.

These systems of corporate governance, internal control over financial reporting and disclosure controls
and procedures are designed to ensure that, among other things, the Company has access to all material
information about its subsidiaries, including those operating in emerging markets.

Local Laws and Government Relations

The Company hires and engages local experts and professionals (i.e. legal and tax consultants) to advise
the Company with respect to current and new regulations in Mexico in respect of banking, financial, tax
and operational matters. The Company utilizes large, established and well recognized financial
institutions in both Canada and Mexico. There are no material differences between day-to-day banking
operations in Mexico and those in Canada. The government of Mexico regulates mining activities through
the Ministry (Secretariat) of Mining. The Company uses local counsel and local consultants to assist it
with its government and community relations.

Enforcement of Judgments

All of the Company's material assets (i.e. permits, land, equipment, etc.), other than its unallocated cash
(which is maintained with Canadian chartered bank) are located in Mexico. An investor's cause of action
under Canadian securities laws would be against the Company, not against any of its subsidiaries outside
of Canada. Accordingly, any investor with jurisdiction to do so is entitled to file suit against the Company
in order to exercise its statutory rights and remedies under Canadian securities laws. The location of the
assets does not affect this right, although the presence of the Company's cash resources in Canada
would, if any suit were ever successful, provide an investor with the potential option to enforce against a
material pool of assets in Canada. That said, to the extent the Company's cash resources are advanced
to the Company's foreign subsidiaries, investors may have difficulty collecting from and enforcing against
the Company and its foreign subsidiaries any judgments obtained in Canada. See "Risk Factors – Risks
Related to the Company and its Business – Enforcement of Legal Rights".

Recent Developments

On April 4, 2016, the Company announced the closing of a private placement of 6,666,667 units to Eric
Sprott at a price of $0.45 per unit for gross proceeds to the Company of $3,000,000. Each unit was
composed of one Common Share and one-half of one common share purchase warrant with each whole
common share purchase warrant being exercisable for one additional Common Share at a price of $0.65
per share for a period of 24 months from the closing.

Update on Status of Optimization Program

The optimization program being implemented at the Platosa Property is proceeding as anticipated,
subject to ordinary course adjustments required for any engineering project. As an update, Phase I of the
optimization program has been completed and Phases II and III are concurrently underway. The
Company is drilling dewatering wells from existing mine infrastructure, conducting confirmatory testing on
such wells and equipping complete wells with temporary submersible pumps. The long term booster
pump array is on site and expected to be installed during the third quarter of 2016. As of June 30, 2016,
the Company had incurred approximately US$1.8 million in expenditures in respect of the optimization
program and continues to anticipate a total cost for the optimization plan of approximately US$6,000,000.
The Company expects to fund the remainder of the capital expenditures for the optimization program
(anticipated to be approximately US$4,200,000) from funds on hand and cash flow from operations,
assuming no material degradation in metal prices or the Company's production in the coming quarters. At
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present, the Company does not anticipate that the costs of the optimization program will materially
deviate from the Company's initial budget. In respect of the timing of the completion of Phase II and
Phase III of the program, the completion of the optimization program is primarily dependent on the drilling
of dewatering wells, but based on progress to date, the Company expects the program to be completed
during 2016. As the program proceeds, the Company will continue to realize incremental benefits through
increased pumping capacity and efficiency.

Updated Exploration Work Program at Platosa

Since preparation of the "Technical Report on the Preliminary Economic Assessment of the Platosa Mine,
Durango State, Mexico" (the "PEA") dated July 9, 2015 prepared for the Company by Jason Cox, P.Eng,
David Ross, M.Sc., P.Geo and Robert Michaud, M.Sc., P.Eng, of Roscoe Postle Associates Inc. (the
"RPA"), the Company has continued its studies of the discovery potential at the Platosa Property. The
Company has carried out a thorough review of multiple geophysical surveys, a certain amount of drill core
has been re-logged and a number of new geological sections have been prepared. The compilation of
this information has led to the delineation of a large number of drill targets in addition to those already
outlined and accounted for in the PEA exploration proposal. While evaluation and planning are ongoing,
the Company continues to budget for geophysical surveying, specifically NSAMT (Natural Source Audio-
Frequency Magnetotelluric), which has been a useful targeting tool at the Platosa Property, though the
amount in the updated work program has been reduced. The proposed diamond drilling program, now
totaling 37,500 metres as opposed to 13,000 metres in the PEA accounts for the majority of the difference
between the US$3.0 (~C$3.8) million exploration budget proposed in the PEA and the C$7.7 (~US$6.0)
million exploration budget presented in this Prospectus. In addition, the current work program budgets for
mining concession taxes/holding costs for three six-month periods instead of the two six month periods
budgeted in the PEA.

John R. Sullivan, B.Sc., P.Geo., the Company’s Vice President, Exploration, who has been responsible
for Platosa exploration programs since 2007 is the qualified person responsible for recommending the
Platosa exploration program. Mr. Sullivan's recommendation is supported by David Ross, M.Sc., P.Geo of
RPA.

PEA Work Plan Proposed Work Plan

Manto Exploration Drilling US$1,250,000 US$3,360,000

Source Exploration Drilling US$600,000 US$845,000

Labour Costs US$232,000 US$425,000

Concession Fees US$600,000 US$864,000

Ancillary costs, including assaying,

surveying, geophysics and software
US$318,000 US$486,000

Total US$: US$3,000,000 US$5,980,000

Total C$: C$3,295,200 C$7,764,432
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CONSOLIDATED CAPITALIZATION

The following table sets forth the consolidated capitalization of the Company as at March 31, 2016 and
the pro forma consolidated capitalization of the Company as at March 31, 2016 adjusted to give effect to
the Offering. The figures set forth below account for the exercise of the Over-Allotment Option in full.

Authorized As at March 31, 2016
(1)

As at March 31, 2016, after

giving effect to the Offering
(2)

Common Shares Unlimited $33,367,849

54,701,392 Common Shares

$41,450,349

67,951,392 Common Shares

Convertible Debentures
(3)

- $5,610,000 $5,610,000

Notes:

(1) As at March 31, 2016, the Company had 1,475,000 incentive stock options and 2,482,772 Common Share purchase warrants
outstanding that could result in the issuance of up to 1,475,000 and 2,482,772 additional Common Shares, respectively.

(2) Assumes the full exercise of the Over-Allotment Option. See "Plan of Distribution".

(3) The Company has issued an aggregate of $5,610,000 principal amount of secured convertible debentures, of which
$5,567,500 principal amount is currently outstanding. The debentures bear interest at a rate of 3.75% per annum and are
convertible into Common Shares at a conversion price of $0.50, representing an aggregate of total of 11,220,00 Common
Shares assuming all debentures were converted

USE OF PROCEEDS

The net proceeds to the Company from the Offering will be approximately $12,105,001 after deducting
the Underwriters' Fee of $795,000 and the expenses of the Offering estimated to be $350,000. If the
Over-Allotment Option is exercised in full, the net proceeds to the Company from the Offering will be
approximately $13,973,250 after deducting the Underwriters' Fee of $914,250 and the expenses of the
Offering of $350,000. The Underwriters' Fee and the expenses of the Offering will be paid from the
proceeds of the Offering.

Subject to adjustments that will be reflected in the Company's interim unaudited financial statements for
the quarter ended June 30, 2016, the Company's net working capital (being the Company's current assets
minus current liabilities) as at June 30, 2016 was approximately US$7.3 million. The Company intends to
use the net proceeds of the Offering to fund accelerated exploration at the Company's Platosa Property,
for capital expenditures at the Platosa Mine and Miguel Auza Mill, for working capital expenses and for
general corporate purposes, as follows:

Diamond drilling program and supporting exploration activities at the Platosa Property $7,700,000

Capital and equipment investments at the Platosa Mine and Miguel Auza Mill $3,250,000
(1)

Working capital and general corporate purposes $1,155,001

Total: $12,105,001

Note:

(1) Approximately $1.92 million of the net proceeds of the Offering will be used to purchase two new scooptrams for the Platosa
Mine and approximately $1.33 million of the net proceeds of the Offering will be used for the construction of a new tailings pond
and to purchase a spare mill motor for the Miguel Auza Mill.

The Company’s current primary business objectives are to: (1) continue and finalize the implementation
of an optimization program at the Platosa Mine that is projected to materially reduce operating costs and



10

increase mine production, allowing for materially improved cash flows in the future; (2) discover additional
massive sulfide manto-style mineralization on the Platosa Property to add to the Company's current
mineral resources, life-of-mine and near-term mineable mineralization; and (3) conduct follow-up
exploration on the CRD/Source discovery made in 2012. The use of proceeds will primarily be used to
accelerate the resumption of objective (2), set out above, as objective (2) is currently being implemented.
A portion of the proceeds, estimated at approximately 10% of the drilling related costs, will be used to
further objective (3).

In the event that the Over-Allotment Option is exercised, any additional net proceeds will be allocated
primarily to capital and equipment investments, with marginal amounts to exploration of the Platosa
Property and general working capital.

For details regarding the Company's exploration program and capital expenditures plan, please refer to
the Company's management's discussion and analysis of consolidated results of operations and financial
condition dated March 23, 2016 for the year ended December 31, 2015, which is available under the
Company's profile on SEDAR at www.sedar.com. The Company's management has broad discretion over
the use of the net proceeds of the Offering. See "Risk Factors – Risks Related to the Offering – Use of
Proceeds".

DESCRIPTION OF SECURITIES BEING DISTRIBUTED

Units

Each Unit will be comprised of one Unit Share (being a Common Share forming a part of each Unit) and
one-half of one Warrant that will entitle the holder to purchase one Warrant Share at a price of $1.75 for a
period of 24 months following the closing of the Offering. The Units will separate into Unit Shares and
Warrants immediately upon issue.

Common Shares

Each Common Share entitles its holder to notice of, and to one vote at, all meetings of shareholders.
Each Common Share carries an entitlement to receive dividends if, as and when declared by the board of
directors of the Company. In the event of the liquidation, dissolution or winding-up of the Company, the
assets available for distribution to shareholders will be distributed rateably among the holders of
Common Shares.

The authorized share capital of the Company consists of an unlimited number of Common Shares of
which 61,564,901 Common Shares are issued and outstanding as of the date hereof.

Warrants

The Warrants will be issued under, and be governed by, the terms of a warrant indenture (the "Warrant
Indenture") to be entered into between the Company and TSX Trust Company (the "Warrant Agent").
The Company will appoint the principal transfer offices of the Warrant Agent in Toronto, Ontario as the
location at which Warrants may be surrendered for exercise or transfer. The following summary of certain
provisions of the Warrant Indenture contains all of the material attributes and characteristics of the
Warrants, but does not purport to be complete and is qualified in its entirety by reference to the provisions
of the Warrant Indenture, which will be available on SEDAR.

Each Warrant will entitle the holder to purchase one Warrant Share at a price of $1.75. The exercise price
and the number of Warrant Shares issuable upon exercise are both subject to adjustment in certain
circumstances as more fully described below. Warrants will be exercisable at any time prior to 5:00 p.m.
(Toronto time) on the date that is 24 months following the Closing Date, after which time the Warrants will
expire and become null and void.
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The Warrant Indenture will provide for adjustment to the exercise price of the Warrants and/or to the
number or kind of securities issuable upon the exercise of the Warrants upon the occurrence of certain
events, including:

(a) a subdivision of the Common Shares into a greater number of Common Shares or a
consolidation of the Common Shares into a lesser number of Common Shares;

(b) a reclassification of the Common Shares, a change of the Common Shares into other
shares, securities or property or any other capital reorganization, an amalgamation,
arrangement, merger, consolidation or other form of business combination of the
Company with or into any other corporation resulting in any reclassification of the
outstanding Common Shares or in any holders of the outstanding Common Shares
receiving other shares, securities or property, or a sale, lease, exchange or transfer of all
or substantially all of the assets of the Company to another corporation or entity; and

(c) subject to certain exceptions, a distribution by the Company to all or substantially all of
the holders of the Common Shares (other than as a dividend paid in the ordinary course)
of Common Shares or shares of any class (whether of the Company or any other
corporation) other than Common Shares, rights, options or warrants, evidences of
indebtedness, or cash, securities, or other property or assets.

The Warrant Indenture will also provide for adjustment in the class and/or number of securities issuable
upon the exercise of the Warrants and/or exercise price per security in the event of the following
additional events:

(a) a reclassification of the Common Shares;

(b) a consolidation, amalgamation, plan of arrangement or merger of the Company with or
into another entity (other than a consolidation, amalgamation, plan of arrangement or
merger which does not result in any reclassification of the Common Shares or a change
of the Common Shares into other shares); or

(c) a transfer (other than to one of the Company's subsidiaries) of the undertaking or assets
of the Company as an entirety or substantially as an entirety to another corporation or
other entity.

No adjustment in the exercise price or the number of Warrant Shares purchasable upon the exercise of
the Warrants will be required to be made unless the cumulative effect of such adjustment or adjustments
would change the exercise price by at least 1% or the number of Common Shares purchasable upon
exercise by at least one one-hundredth of a Common Share.

The Company will also covenant in the Warrant Indenture that, during the period in which the Warrants
are exercisable, it will give notice to holders of Warrants of certain stated events, including events that
would result in an adjustment to the exercise price for the Warrants or the number of Warrant Shares
issuable upon exercise of the Warrants, at least 14 days prior to the record date or effective date, as the
case may be, of such event.

No fractional Warrant Shares will be issuable upon the exercise of any Warrants, and no cash or other
consideration will be paid in lieu of fractional shares. Holders of Warrants will not have any voting or pre-
emptive rights or any other rights which a holder of Common Shares would have.

From time to time, the Company and the Warrant Agent, without the consent of or notice to the holders of
Warrants, may amend or supplement the Warrant Indenture for certain purposes, including curing defects
or inconsistencies or making any change that does not adversely affect the rights of any holder of
Warrants. Any amendment or supplement to the Warrant Indenture that adversely affects the interests of
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the holders of the Warrants may only be made by "extra ordinary resolution", which will be defined in the
Warrant Indenture as a resolution either: (i) passed at a meeting of the holders of Warrants at which there
are holders of Warrants present in person or represented by proxy representing at least 10% of the
aggregate number of the then outstanding Warrants and passed by the affirmative vote of holders of
Warrants representing not less than 66 2/3% of the aggregate number of all the then outstanding
Warrants represented at the meeting and who voted on such resolution; or (ii) adopted by an instrument
in writing signed by the holders of Warrants representing not less than 66 2⁄3% of the aggregate number 
of all the then outstanding Warrants.

The Warrants and the Warrant Shares have not been registered under the U.S. Securities Act and the
Warrants will not be exercisable in the United States or by or on behalf of, or for the account or benefit of,
a U.S. Person, nor will certificates representing the Warrant Shares issuable upon exercise of the
Warrants be registered or delivered to an address in the United States, unless an exemption from
registration under the U.S. Securities Act and any applicable state securities laws is available and the
Company has received an opinion of counsel of recognized standing to such effect in form and substance
reasonably satisfactory to the Company.

The foregoing summary of certain provisions of the Warrant Indenture does not purport to be
complete and is qualified in its entirety by reference to the provisions of the Warrant Indenture,
which will be filed by the Company on SEDAR following the closing of the Offering.
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PRIOR SALES

During the twelve (12) month period before the date of this short form prospectus, the Company has
issued Common Shares and securities convertible into Common Shares as follows:

Date Issued Nature of Transaction Number and Type of Security Issued Issue/
Exercise

Price

July 2, 2015 Grant of DSUs 160,750 Deferred Share Units $0.50

October 1, 2015 Grant of DSUs 224,391 Deferred Share Units $0.36

November 27, 2015 Private Placement 5,610,000 Convertible Debentures
(1)

$0.50

November 27, 2015 Private Placement 2,002,772 Warrants
(2)

$0.50

November 27, 2015 Private Placement 480,000 Broker Warrants
(3)

$0.50

December 31, 2015 Grant of DSUs 697,741 Deferred Share Units $0.31

December 31, 2015 Grant of RSUs 445,000 Restricted Share Units $0.31

December 31, 2015 Grant of Stock Options 150,000 Stock Options $0.31

March 31, 2016 Grant of DSUs Deferred Share Units $0.61

April 4, 2016 Private Placement 6,666,667 Common Shares
(4)

$0.45

April 4, 2016 Private Placement 3,333,333 Warrants
(4)

$0.65

April 12, 2016 Exercise of Convertible Debentures 8,500 Common Shares $0.50

April 13, 2016 Exercise of Options 6,667 Common Shares $0.57

April 18, 2016 Exercise of Options 23,334 Common Shares $0.57

April 19, 2015 Exercise of Convertible Debentures 76,500 Common Shares $0.50

April 20, 2016 Exercise of Warrants 15,173 Common Shares $0.50

April 21, 2016 Exercise of Options 26,667 Common Shares $0.57

April 25, 2016 Exercise of Options 16,667 Common Shares $0.57

May 2, 2016 Exercise of Options 18,334 Common Shares $0.31

May 18, 2016 Exercise of Options 5,000 Common Shares $0.31

Notes:

(1) This represents the aggregate principal amount of convertible debentures issued by the Company in Canadian dollars. The
convertible debentures bear interest at an annual rate of 3.75%, payable in cash semi-annually. Interest on the convertible
debentures may alternatively be paid in Common Shares at the Company's option based on: (i) the 10-day volume-weighted
average price of the Common Shares prior to the payment date; and (ii) an effective rate of interest of 5% for the applicable
period.

(2) The warrants were issued as part of the convertible debenture financing and have a term of four years.

(3) The broker warrants were issued in connection with the convertible debenture financing and have a term of three years.

(4) The Common Shares and warrants were issued as a unit on a private placement basis to Eric Sprott at a price of $0.45 per
unit. The warrants have a term of two years.
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TRADING PRICE AND VOLUME

The following table sets forth the high and low closing prices and the aggregate volume of trading of our
Common Shares on the TSX during the twelve (12) month period before the date of this short form
prospectus:

Price Range ($)

Month High Low Aggregate Volume

July 1 - 18, 2016 1.44 1.16 3,859,022

June 2016 1.36 1.00 3,603,922

May 2016 1.40 1.01 4,788,004

April 2016 1.40 0.56 6,983,399

March 2016 0.61 0.36 5,635,627

February 2016 0.45 0.265 2,507,077

January 2016 0.32 0.245 601,065

December 2015 0.335 0.195 3,710,836

November 2015 0.315 0.205 1,561,000

October 2015 0.41 0.305 921,704

September 2015 0.435 0.34 393,279

August 2015 0.465 0.35 389,090

July 2015 0.51 0.365 567,092

The closing price of the Common Shares on the TSX on July 4, 2016, the last trading day prior to the
announcement of the Offering, was $1.28 per Common Share. The closing price of the Common Shares
on the TSX on July 18, 2016, the last trading day prior to the filing of this short form prospectus, was $1.26

per Common Share.

PLAN OF DISTRIBUTION

Pursuant to an underwriting agreement dated July 8, 2016 (the "Underwriting Agreement") among the
Company and the Underwriters, the Company has agreed to sell and the Underwriters have agreed
severally, and not jointly nor jointly and severally, to purchase, as principals, on the Closing Date, an
aggregate of 11,521,740 Units at the Offering Price for gross proceeds of $13,250,001, payable in cash to
the Company against delivery of the Units. The obligations of the Underwriters under the Underwriting
Agreement are several and not joint, nor joint and several, and may be terminated at their discretion on
the basis of "disaster out", "material change out" and "breach out" provisions contained in the
Underwriting Agreement, and may also be terminated upon the occurrence of certain stated events. The
Underwriters are, however, obligated to take up and pay for all of the Units if any of the securities are
purchased under the Underwriting Agreement. The Offering Price was determined by negotiation among
the Company and CFCC, on its own behalf and on behalf of the Underwriters.

Each Unit will consist of one Unit Share and one-half of one Warrant. Each Warrant will entitle the holder
thereof to acquire, subject to adjustment in accordance with the Warrant Indenture, one Warrant Share at
an exercise price of $1.75 per Warrant Share at any time prior to 4:00 p.m. (Toronto time) on the date that
is twenty-four (24) months following the Closing Date. The Warrants will be created and issued pursuant
to the terms of the Warrant Indenture to be dated as of the Closing Date between the Company and the
Warrant Agent. The Warrant Indenture will contain provisions designed to protect holders of the Warrants
against dilution upon the happening of certain events. No fractional Warrants will be issued.
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Pursuant to the Underwriting Agreement, the Company has granted to the Underwriters the Over-
Allotment Option, exercisable in whole or in part, at any time and from time to time, in the sole discretion
of the Underwriters, for a period of 30 days from the Closing Date, to purchase up to an additional amount
of Units equal to 15% of the Units sold pursuant to the Offering, being 1,728,260 Additional Units, at the
Offering Price, to cover over-allotments, if any, and for market stabilization purposes. The Over-Allotment
Option is exercisable by the Underwriters in respect of: (1) Additional Units at the Offering Price; or (2)
Additional Shares at a price of $1.11 per Additional Share; or (3) Additional Warrants at a price of $0.08
per Additional Warrant; or (4) any combination of the Additional Securities, so long as the aggregate
number of Additional Shares and Additional Warrants which may be issued under the Over-Allotment
Option does not exceed 1,728,260 Additional Shares and 864,130 Additional Warrants. The grant of the
Over-Allotment Option and the Additional Securities issuable upon exercise of the Over-Allotment Option
are hereby qualified for distribution under this short form prospectus. A purchaser who acquires Additional
Securities issuable on the exercise of the Over-Allotment Option acquires such Additional Securities
under this short form prospectus regardless of whether the Over-Allotment Position is ultimately filled
through the exercise of the Over-Allotment Option or through secondary market purchases. If the Over-
Allotment Option is exercised in full, the total price to the public, Underwriters' Fee and net proceeds to
the Company (before payment of the expenses of the Offering) will be approximately $15,237,500,
$914,250 and $14,323,250, respectively.

Subject to applicable law, the Underwriters may, with the consent of the Company, offer to sell the Units
outside of Canada, in each case in accordance with applicable laws provided that no prospectus,
registration statement or similar document is required to be filed in any such jurisdiction.

The TSX has conditionally approved the listing of the Unit Shares and the Warrants to be distributed
under this short form prospectus, and the Warrant Shares issuable upon the exercise of the Warrants, on
the TSX. Listing will be subject to the Company fulfilling all the listing requirements of the TSX.

Pursuant to the Underwriting Agreement, the Company has agreed to pay to the Underwriters the
Underwriters' Fee which will be to 6% of the gross proceeds from the issue and sale of the Units and the
Additional Securities, if any, in consideration of the services rendered to the Company in connection with
the Offering. The Company has also agreed to reimburse the Underwriters for their out-of-pocket fees
and expenses, including the fees and expenses of their legal counsel whether or not the Offering is
completed. All amounts payable to the Underwriters will be paid from the proceeds of the Offering.

The Company has agreed not to, directly or indirectly, sell, or announce its intention to sell, nor authorize
or issue, or announce its intention to authorize or issue, any Common Shares or securities or other
financial instruments convertible or exchangeable for or exercisable into Common Shares, or publicly
announce an intention to effect any such a transaction (except in conjunction with: (1) the issuance of
Units in connection with the Offering and the issuance of Additional Securities pursuant to the Over-
Allotment Option; (2) the grant or exercise of stock options and other similar issuances pursuant to the
stock option plan of the Company and other share compensation arrangements; (3) the exercise of
outstanding warrants, convertible securities or other existing contractual rights; or (4) the issuance of
securities in connection with a bona fide acquisition by the Company) for a period starting on the Closing
Date and ending on the date that is 90 days from the Closing Date without the prior written consent of the
Underwriters, such consent not to be unreasonably withheld, conditioned or delayed.

Pursuant to rules and policy statements of certain Canadian securities regulatory authorities, the
Underwriters may not, throughout the period of distribution under the Offering, bid for or purchase
Common Shares for their own accounts or for accounts over which they exercise control or direction. The
foregoing restriction is subject to certain exceptions, on the condition that the bid or purchase not be
engaged in for the purpose of creating actual or apparent active trading in or raising the price of the
Common Shares. Such exceptions include a bid or purchase permitted under Universal Market Integrity
Rules for Canadian Marketplaces of the Investment Industry Regulatory Organization of Canada relating
to market stabilization and passive market making activities, and a bid or purchase made for or on behalf
of a customer where the order was not solicited during the period of distribution. Subject to applicable
laws and in connection with the Offering, the Underwriters may over-allot and effect transactions which
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stabilize or maintain the market price of the Common Shares at levels other than those which otherwise
might prevail on the open market, including: stabilizing transactions; short sales; purchases to cover
positions created by short sales; imposition of penalty bids; and syndicate covering transactions.
Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a
decline in the market price of the Common Shares while the Offering is in progress. These transactions
may also include making short sales of Common Shares, which involve the sale by the Underwriters of a
greater number of Common Shares than they are required to purchase in the Offering. Short sales may
be "covered short sales", which are short positions in an amount not greater than the Over-Allotment
Option, or may be "naked short sales", which are short positions in excess of that amount. Such
transactions, if commenced, may be discontinued at any time.

The Underwriters may close out any covered short position either by exercising the Over-Allotment
Option, in whole or in part, or by purchasing Common Shares and/or, in the event such securities are
listed on the TSX, Warrants in the open market. In making this determination, the Underwriters will
consider, among other things, the price of the Common Shares and, in the event such securities are listed
on the TSX, Warrants available for purchase in the open market compared to the price at which they may
purchase Additional Securities through the exercise of the Over-Allotment Option. The Underwriters must
close out any naked short position by purchasing Common Shares and/or, in the event such securities
are listed on the TSX, Warrants in the open market. A naked short position is more likely to be created if
the Underwriters are concerned that there may be downward pressure on the price of the Common
Shares or the Warrants, in the event such securities are listed on the TSX, in the open market that could
adversely affect investors who purchase the Units.

The obligations of the Underwriters under the Underwriting Agreement are several and may be
terminated upon the occurrence of certain stated events, including, but not limited to, the following: (a)
there should be discovered any material fact which existed as of the date hereof but which has not been
publicly disclosed which, in the opinion of any of the Underwriters, acting reasonably, has or would be
expected to have a significant adverse effect on the market price or value of the Common Shares; (b)
there is, in the opinion of any of the Underwriters, acting reasonably, a material change or a change in
any material fact or new material fact shall arise which would be expected to have a significant adverse
effect on the business, affairs, operations or profitability of the Company and/or its subsidiaries or on the
market price or the value of the Common Shares; (c) there should develop, occur or come into effect any
event of any nature, including, without limitation, an act of terrorism, accident, or new or change in
governmental law or regulation or other condition or financial occurrence of national or international
consequence, which, in the opinion of any of the Underwriters, acting reasonably, seriously adversely
affects or involves, or would seriously adversely affect and involve, the financial markets in Canada or in
the United States or the business, affairs, operations or profitability of the Company or its subsidiaries
(taken as a whole) or the market price or value of the Common Shares; (d) any inquiry, action, suit,
proceeding or investigation (whether formal or informal) including, without limitation, matters of regulatory
transgression or unlawful conduct, is commenced, announced or threatened in relation to the Company,
its subsidiaries or any of their respective officers or directors, which, in the opinion of any of the
Underwriters, acting reasonably, operates to prevent or materially restrict the distribution or trading of the
Common Shares or which has or would be expected to have a material adverse effect on the market
price or value of the Common Shares; (e) any order to cease trading in securities of the Company is
made or threatened by a securities regulatory authority; or (f) the Company is in breach of any material
term, condition or covenant of the Underwriting Agreement or any material representation or warranty
given by the Company in t the Underwriting Agreement becomes or is false.

The Company has agreed, pursuant to the Underwriting Agreement, to indemnify the Underwriters and
their respective affiliates and each of their respective directors, officers, employees, affiliates and agents
and each Person, if any, who controls any Underwriter, and certain other related parties, harmless from
and against certain losses, claims, suits, liabilities, costs, damages, or expenses, including liabilities
under Canadian securities legislation in certain circumstances or to contribute to payments the
Underwriters may have to make because of such liabilities.

The Underwriters propose to offer the Units initially at the Offering Price specified above. After a
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reasonable effort has been made to sell all of the Units at the Offering Price, the Underwriters may
subsequently reduce the selling price to investors from time to time in order to sell any of the Units
remaining unsold. Any such reduction will not affect the proceeds received by the Company. The
Underwriters will inform the Company if the Offering Price is reduced.

Subscriptions for the Units will be received subject to rejection or allotment in whole or in part and the
right is reserved to close the subscription books at any time without notice. Other than pursuant to certain
exceptions, the Units, and the Common Shares and Warrants underlying the Units, will be available for
delivery in book-based form through CDS or its nominee and will be deposited with CDS on the Closing
Date. A purchaser of Units will receive only a customer confirmation from the Underwriters or other
registered dealer who is a CDS Participant through which the Units are purchased.

Book-Based System

Subscriptions for the Units will be received subject to rejection or allotment in whole or in part and the
Underwriters reserve the right to close the subscription books at any time without prior notice. Closing is
expected to take place on July 26, 2016, or such later date as may be agreed upon by the Company and
the Underwriters. The Offering will be conducted under the book-based system. A subscriber who
purchases Units will receive a customer confirmation from the registered dealer from or through whom
Units are purchased and who is a CDS depository service participant. CDS will record the CDS
participants who hold Units on behalf of owners who have purchased Units in accordance with the book-
based system. No certificates evidencing the Units will be issued, except in certain limited circumstances,
and registration will be made in the name of the nominee of CDS.

ELIGIBILITY FOR INVESTMENT

In the opinion of Dentons Canada LLP, counsel to the Company, and Wildeboer Dellelce LLP, counsel to
the Underwriters, based on the provisions of the Income Tax Act (Canada) (the "Tax Act") and the
regulations thereunder in force on the date of this short form prospectus, and subject to the provisions of
any particular plan, the Unit Shares, Warrants and Warrant Shares will, on the Closing Date, be a
qualified investment for a trust governed by a registered retirement savings plan ("RRSP"), registered
education savings plan, registered retirement income fund ("RRIF"), deferred profit sharing plan,
registered disability savings plan or tax-free savings account (a "TFSA"), provided that the Common
Shares are listed on a "designated stock exchange" within the meaning of the Tax Act (which on the date
hereof includes the TSX) and provided that in the case of the Warrants, the Company is not an annuitant,
a beneficiary, an employer or a subscriber under or a holder of a Tax Deferred Plan and deal's at arm's
length with each person who is an annuitant, a beneficiary, an employer or a subscriber under or a holder
of such plan.

Notwithstanding that the Unit Shares, Warrants and Warrant Shares may be a qualified investment for a
trust governed by an RRSP, RRIF or a TFSA, the annuitant under an RRSP or RRIF or the holder of a
TFSA, as the case may be, will be subject to a penalty tax if the securities are a "prohibited investment"
within the meaning of the Tax Act for the RRSP, RRIF or TFSA. The Unit Shares, Warrants and Warrant
Shares will generally not be a "prohibited investment" for a trust governed by an RRSP, RRIF or TFSA
provided the holder of the TFSA, or annuitant of the RRSP or RRIF, as the case may be: (i) deals at arm's
length with the Company for the purposes of the Tax Act; and (ii) does not have a "significant interest" (as
defined in the Tax Act) in the Company. In addition, the Unit Shares, Warrants and Warrant Shares will
generally not be a prohibited investment if such securities are "excluded property" (as defined in the Tax
Act) for trusts governed by an RRSP, RRIF or TFSA. Prospective purchasers who intend to hold Unit
Shares, Warrants or Warrant Shares in a RRSP, RRIF or TFSA should consult their own tax advisors as
to whether such securities would constitute a prohibited investment in their particular circumstances.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Dentons Canada LLP, counsel to the Company, and Wildeboer Dellelce LLP, counsel to
the Underwriters, the following is, as of the date of this short form prospectus, a summary of the principal
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Canadian federal income tax considerations generally applicable to an investor who acquires a Unit,
consisting of one Unit Share and and one-half of one Warrant, pursuant to the Offering.

This summary applies only to a purchaser who is a beneficial owner of Unit Shares, Warrants or Warrant
Shares acquired pursuant to this Offering, and who, for the purposes of the Tax Act, and at all relevant
times, deals at arm's length with the Company and the Underwriters, is not affiliated with the Company or
the Underwriters, and who acquires and holds the Unit Shares and any Warrant Shares acquired on the
exercise of Warrants (hereinafter sometimes collectively referred to as "Shares") and Warrants as capital
property (a "Holder"). Generally, the Shares and Warrants will be considered to be capital property to a
Holder thereof provided that the Holder does not use the Shares or Warrants in the course of carrying on
a business of trading or dealing in securities and such Holder has not acquired them in one or more
transactions considered to be an adventure or concern in the nature of trade.

This summary does not apply to a Holder: (i) that is a "financial institution" for the purposes of the mark-
to-market rules contained in the Tax Act; (ii) that is a "specified financial institution" as defined in the Tax
Act; (iii), an interest in which would be a "tax shelter investment" as defined in the Tax Act; (iv) that has
made a functional currency reporting election under the Tax Act; or (v) that has or will enter into a
"derivative forward agreement", as that term is defined in the Tax Act, with respect to the Shares or
Warrants. Such Holders should consult their own tax advisors with respect to an investment in Units.

Additional considerations, not discussed herein, may be applicable to a Holder that is a corporation
resident in Canada, and is, or becomes as part of a transaction or event or series of transactions or
events that includes the acquisition of the Units, controlled by a non-resident corporation for purposes of
the "foreign affiliate dumping" rules in section 212.3 of the Tax Act. Such Holders should consult their tax
advisors with respect to the consequences of acquiring Units.

This summary is based upon the current provisions of the Tax Act and the regulations thereunder
("Regulations") in force as of the date hereof, counsel's understanding of the current published
administrative policies and assessing practices of the Canada Revenue Agency (the "CRA") and all
specific proposals to amend the Tax Act and the Regulations publicly announced by or on behalf of the
Minister of Finance (Canada) prior to the date hereof (the "Tax Proposals"). This summary assumes that
the Tax Proposals will be enacted substantially as proposed; however, no assurance can be given that
the Tax Proposals will be enacted as proposed or at all. This summary does not otherwise take into
account or anticipate any changes in law or the CRA's administrative policies or assessing practices,
whether by legislative, governmental or judicial decision or action, nor does it take into account any
provincial, territorial or foreign income tax legislation or considerations. This summary assumes that the
Company is at all material times a "taxable Canadian corporation" within the meaning of the Tax Act.

This summary is of a general nature only, is not exhaustive of all possible Canadian federal
income tax considerations and is not intended to be, nor should it be construed to be, legal or tax
advice to any particular Holder. Accordingly, Holders should consult their own tax advisors with
respect to their particular circumstances.

Allocation of Cost

The total purchase price of a Unit to a Holder must be allocated on a reasonable basis between the Unit
Share and the one-half of one Warrant comprising a Unit to determine the cost of each to the Holder for
purposes of the Tax Act. For its purposes, the Company intends to allocate $1.11 of the issue price of
each Unit as consideration for the issue of each Unit Share and $0.04 of the issue price of each Unit as
consideration for the issue of each one-half of one Warrant. Although the Company believes that its
allocation is reasonable, it is not binding on the CRA or the Holder. The Holder's adjusted cost base of the
Unit Share comprising a part of each Unit will be determined by averaging the cost allocated to the Unit
Share with the adjusted cost base to the Holder of all Common Shares owned by the Holder as capital
property immediately prior to such acquisition.
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Exercise of Warrants

The exercise of a Warrant to acquire a Warrant Share will be deemed not to constitute a disposition of
property for purposes of the Tax Act. As a result, no gain or loss will be realized by a Holder upon the
exercise of a Warrant to acquire a Warrant Share. When a Warrant is exercised, the Holder's cost of the
Warrant Share acquired thereby will be equal to the aggregate of the Holder's adjusted cost base of such
Warrant and the exercise price paid for the Warrant Share. The Holder's adjusted cost base of the
Warrant Share so acquired will be determined by averaging the cost of the Warrant Share with the
adjusted cost base to the Holder of all Common Shares owned by the Holder as capital property
immediately prior to such acquisition.

Holders Resident in Canada

The following section of this summary is generally applicable to a Holder who, for the purposes of the Tax
Act, is or is deemed to be resident in Canada at all relevant times ("Resident Holder"). A Resident
Holder whose Shares might not otherwise qualify as capital property may be entitled to make an
irrevocable election permitted by subsection 39(4) of the Tax Act to deem the Shares, and every other
"Canadian security" (as defined in the Tax Act), held by such person, in the taxation year of the election
and each subsequent taxation year to be capital property. This election does not apply to Warrants.
Resident Holders should consult their own tax advisors regarding this election.

Expiry of Warrants

In the event of the expiry of an unexercised Warrant, a Resident Holder generally will realize a capital loss
equal to the Resident Holder's adjusted cost base of such Warrant. The tax treatment of capital gains and
capital losses is discussed in greater detail below under the subheading "Capital Gains and Capital
Losses".

Dividends

Dividends received or deemed to be received on the Shares will be included in computing a Resident
Holder's income. In the case of an individual (other than certain trusts), such dividends will be subject to
the gross-up and dividend tax credit rules normally applicable in respect of "taxable dividends" received
from "taxable Canadian corporations" (as defined in the Tax Act). An enhanced dividend tax credit will be
available to individuals in respect of "eligible dividends" designated by the Company to the Resident
Holder in accordance with the provisions of the Tax Act.

Dividends received or deemed to be received by a Resident Holder that is a corporation on the Shares
must be included in computing its income but generally will be deductible in computing its taxable income.
A Resident Holder that is a "private corporation" or a "subject corporation" (as such terms are defined in
the Tax Act), may be liable to pay a refundable tax under Part IV of the Tax Act on dividends received or
deemed to be received on the Shares to the extent such dividends are deductible in computing taxable
income.

In certain circumstances, subsection 55(2) of the Tax Act will treat a taxable dividend received or deemed
to be received by a Resident Holder that is a corporation as proceeds of disposition or a capital gain.
Resident Holders that are corporations should consult their own tax advisors having regard to their own
circumstances.

Dispositions of Shares and Warrants

Upon a disposition (or a deemed disposition) of a Share or a Warrant (other than on the exercise thereof),
a Resident Holder generally will realize a capital gain (or a capital loss) equal to the amount by which the
proceeds of disposition, net of any reasonable costs of disposition, are greater (or are less) than the
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adjusted cost base of such security to the Resident Holder. The tax treatment of capital gains and capital
losses is discussed in greater detail below under the subheading "Capital Gains and Capital Losses".

Capital Gains and Capital Losses

Generally, a Resident Holder is required to include in computing its income for a taxation year one-half of
the amount of any capital gain (a "taxable capital gain") realized in the year. Subject to and in
accordance with the provisions of the Tax Act, a Resident Holder is required to deduct one-half of the
amount of any capital loss (an "allowable capital loss") realized in a taxation year from taxable capital
gains realized in the year by such Resident Holder. Allowable capital losses in excess of taxable capital
gains realized in a taxation year may be carried back and deducted in any of the three preceding taxation
years or carried forward and deducted in any following taxation year against taxable capital gains realized
in such year to the extent and under the circumstances described in the Tax Act.

The amount of any capital loss realized on the disposition or deemed disposition of Shares by a Resident
Holder that is a corporation may be reduced by the amount of dividends received or deemed to have
been received by it on such shares or shares substituted for such shares to the extent and in the
circumstances specified by the Tax Act. Similar rules may apply where a Share is owned by a partnership
or trust of which a corporation, trust or partnership is a member or beneficiary. Resident Holders to whom
these rules may be relevant should consult their own tax advisors.

A Resident Holder that is throughout the relevant taxation year a "Canadian-controlled private
corporation" (as defined in the Tax Act) also may be liable to pay an additional refundable tax on its
"aggregate investment income" (as defined in the Tax Act) for the year which will include taxable capital
gains.

Minimum Tax

Capital gains realized and dividends received by a Resident Holder that is an individual or a trust, other
than certain specified trusts, may give rise to minimum tax under the Tax Act. Resident Holders should
consult their own advisors with respect to the application of the minimum tax.

Holders Not Resident in Canada

The following section of this summary is generally applicable to Holders who for the purposes of the Tax
Act: (i) have not been and will not be deemed to be resident in Canada at any time while they hold the
Shares or Warrants; and (ii) do not use or hold the Shares or Warrants in carrying on a business in
Canada ("Non-Resident Holders").

Special rules, which are not discussed in this summary, may apply to a Non-Resident Holder that is an
insurer carrying on business in Canada and elsewhere. Such Holders should consult their own tax
advisors.

Dividends

Dividends paid or credited or deemed to be paid or credited to a Non-Resident Holder by the Company
will be subject to Canadian withholding tax at the rate of 25% on the gross amount of the dividend unless
such rate is reduced by the terms of an applicable tax treaty. Under the Canada-United States Tax
Convention (1980), as amended (the "Treaty"), the rate of withholding tax on dividends paid or credited to
a Non-Resident Holder who is resident in the U.S. for purposes of the Treaty and fully entitled to benefits
under the Treaty (a "U.S. Holder") is generally limited to 15% of the gross amount of the dividend (or 5%
in the case of a U.S. Holder that is a corporation beneficially owning at least 10% of the Company's voting
shares).
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Dispositions of Shares and Warrants

A Non-Resident Holder generally will not be subject to tax under the Tax Act in respect of a capital gain
realized on the disposition or deemed disposition of a Share or a Warrant, nor will capital losses arising
therefrom be recognized under the Tax Act, unless the Share or Warrant constitutes "taxable Canadian
property" to the Non-Resident Holder for purposes of the Tax Act, and the gain is not exempt from tax
pursuant to the terms of an applicable tax treaty.

Provided the Shares are listed on a "designated stock exchange", as defined in the Tax Act (which
includes the TSX), at the time of disposition, the Shares and Warrants generally will not constitute taxable
Canadian property of a Non-Resident Holder at that time, unless at any time during the 60 month period
immediately preceding the disposition the following two conditions are met concurrently: (i) the Non-
Resident Holder, persons with whom the Non-Resident Holder did not deal at arm's length, partnerships
in which the Non-Resident Holder or such non-arm's length person holds a membership interest (either
directly or indirectly through one or more partnerships), or the Non-Resident Holder together with all such
persons, owned 25% or more of the issued shares of any class or series of shares of the Company; and
(ii) more than 50% of the fair market value of the Shares of the Company was derived directly or indirectly
from one or any combination of real or immovable property situated in Canada, "Canadian resource
properties" (as defined in the Tax Act), "timber resource properties" (as defined in the Tax Act) or an
option, an interest or right in such property, whether or not such property exists. Notwithstanding the
foregoing, a Share or Warrant may otherwise be deemed to be taxable Canadian property to a Non-
Resident Holder for purposes of the Tax Act in certain circumstances. A Non-Resident Holder's capital
gain (or capital loss) in respect of a disposition of Shares or Warrants that constitute or are deemed to
constitute taxable Canadian property to a Non-Resident Holder (and are not "treaty-protected property" as
defined in the Tax Act) will generally be computed in the manner described above under the subheading
"Holders Resident in Canada — Dispositions of Shares and Warrants". Non-Resident Holders whose
Shares or Warrants are taxable Canadian property should consult their own tax advisors regarding the tax
and compliance considerations that may be relevant to them. There may be additional considerations not
described herein in respect of a disposition of a Share by a Non-Resident Holder to the Company. Non-
Resident Holders who dispose of Shares to the Company should consult their own tax advisors.

RISK FACTORS

An investment in the Units involves a number of risks, including risks inherent in the industry in which the
Company operates. In addition to the information set out below and the other information contained in this
short form prospectus, prospective purchasers should give careful consideration to the risk factors related
to our business and operations set out in our Annual Information Form and in the other documents
incorporated by reference in this short form prospectus. Any one or more of such risk factors could have a
material adverse effect on our business, results of operations and financial condition, causing you to lose
all or part of your investment.

The risks and uncertainties described below are not the only ones faced by the Company. Additional risks
and uncertainties that the Company is not aware of or focused on, or currently deems to be immaterial,
may also impair the Company's business operations and cause the price of the Company's Common
Shares to decline.

Risks Related to Offering

Use of Proceeds

The Company currently intends to use the net proceeds received from the Offering (including on any
exercise of the Over-Allotment Option) as described under "Use of Proceeds". However, the Company
has broad discretion over the actual use of the net proceeds, and may elect to allocate net proceeds
differently from that described under "Use of Proceeds" if determined to be in the Company's best
interests to do so. Shareholders may not agree with the manner in which the Company chooses to
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allocate and spend the net proceeds. The failure by the Company to use the net proceeds effectively
could have a material adverse effect on the Company's business.

Dilution

The Company may sell or issue additional Common Shares or other securities in the future to finance
future activities, including its growth strategy. The Company cannot predict the size of future issuances of
securities or the effect, if any, that future issuances and sales of securities will have on the market price of
the Common Shares. Issuances of substantial numbers of Common Shares, or the perception that such
issuances could occur, may adversely affect prevailing market prices of the Common Shares. With any
additional issuance of Common Shares, investors will suffer dilution to their voting power and the
Company may experience dilution in its earnings per share.

The Common Shares and Warrants are Subject to Market Price Volatility

The market price at which the Common Shares and Warrants will trade cannot be predicted. The market
price of the Common Shares and Warrants may be adversely affected by a variety of factors relating to
our business, including fluctuations in operating and financial results. In addition, the stock markets in
general have recently experienced extreme volatility. This volatility may adversely affect the market price
of the Common Shares and Warrants. The liquidity of the Common Shares and Warrants may also be
impacted by general market volatility.

Investment Eligibility

There can be no assurance that the Units will continue to be qualified investments under relevant
Canadian tax laws for trusts governed by RRSPs, RRIFs, deferred profit sharing plans, registered
education savings plans, registered disability savings plans and TFSAs. The Tax Act imposes penalties
for the acquisition or holding of nonqualified or prohibited investments. See "Eligibility for Investment".

Book-Based System

Unless and until certificated Unit Shares and Warrants are issued in exchange for book-entry interests in
the Unit Shares and Warrants, owners of the book-entry interests will not be considered owners or
holders of Unit Shares and Warrants. Instead, the depository or its nominee will be the sole holder of the
Unit Shares and Warrants. Unlike holders of the Unit Shares and Warrants themselves, owners of book-
based interests will not have the direct right to act upon the Company's solicitations or requests or other
actions from holders of the Unit Shares and Warrants. Instead, holders of beneficial interests in the Unit
Shares and Warrants will be permitted to act only to the extent such holders have received appropriate
proxies to do so from CDS or, if applicable, a CDS participant. There is no assurance that procedures
implemented for the granting of such proxies will be sufficient to enable holders of beneficial interests in
the Unit Shares and Warrants to vote on any requested actions on a timely basis. See "Plan of
Distribution – Book-Based System".

No market for the Warrants Currently Exists

The Company has made an application to list the Warrants for trading on the TSX; however, there can be
no assurance that the Warrants will be so listed. There is currently no market through which the Warrants
can be sold and purchasers may not be able to resell such securities purchased under this Prospectus.
This may affect the pricing of the Warrants in the secondary market, the transparency and availability of
trading prices, the liquidity of such securities and the extent of issuer regulation.
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Risks Related to Company and its Business

Fluctuation of Metal Prices

Even if commercial quantities of mineral deposits are discovered, there is no guarantee that a profitable
market will exist for the sale of the metals produced. Factors beyond the control of the Company may
affect the marketability of any substances discovered. The prices of various metals have experienced
significant movement over short periods of time, and are affected by numerous factors beyond the control
of the Company, including international economic and political trends, expectations of inflation, currency
exchange fluctuations, interest rates and global or regional consumption patterns, speculative activities
and increased production due to improved mining and production methods. The supply of and demand for
metals are affected by various factors, including political events, economic conditions and production
costs in major producing regions. There can be no assurance that the price of any minerals contained in a
deposit will be such that the Company's properties can be mined at a profit. The Company is particularly
exposed to the risk of movement in the price of silver. Declining market prices for silver could have a
material effect on the Company's profitability, and the Company's policy is not to hedge its exposure to
silver.

No Assurance of Profitability

The Company has a limited history of earnings and due to the nature of its business there can be no
assurance that the Company will be profitable. The Company has not paid dividends on its Common
Shares since incorporation and does not anticipate doing so in the foreseeable future. The only present
source of funds available to the Company is from the anticipated cash flow generated by the Company's
mining activities at the Platosa Property or through the sale of its securities, short-term high-cost
borrowing, or the sale or optioning of a portion of its interest in its mineral properties. Even if the results of
exploration are encouraging, the Company may not have sufficient funds to conduct the further
exploration that may be necessary to determine whether or not a commercially mineable deposit exists.
While the Company may generate additional working capital through cash flow from mining operations,
further equity offerings, short-term borrowing or through the sale or possible syndication of its properties,
there is no assurance that any such funds will be available on favourable terms, or at all. At present, it is
impossible to determine what amounts of additional funds, if any, may be required. Failure to raise such
additional capital could put the continued viability of the Company at risk.

Resource Exploration and Development is a Speculative Business

Resource exploration and development is a speculative business and involves a high degree of risk,
including, among other things, unprofitable efforts resulting not only from the failure to discover mineral
deposits but from finding mineral deposits which, though present, are insufficient in size to return a profit
from production. The marketability of natural resources that may be acquired or discovered by the
Company will be affected by numerous factors beyond the control of the Company. These factors include
market fluctuations, the proximity and capacity of natural resource markets, and government regulations,
including regulations relating to prices, taxes, royalties, land use, importing and exporting of minerals and
environmental protection. The exact effect of these factors cannot be accurately predicted, but the
combination of these factors may result in the Company not receiving an adequate return on invested
capital. The majority of exploration projects do not result in the discovery of commercially mineable
deposits of ore.

Dependence on Operations in Mexico

The Company's operations at the Platosa Property and the Miguel Auza Mill in Mexico currently accounts
for all of the Company's commercial production, and will continue to account for all of the Company's
commercial production until such time as any other potential mines on the Company's properties are
developed and placed into commercial production, or the Company makes an acquisition of a producing
mine. Any adverse condition affecting mining or milling conditions at the Platosa Property or the Miguel
Auza Mill could be expected to have a material adverse effect on the Company's financial performance
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and results of operations. The Company also anticipates using revenue generated by its operations at the
Platosa Property to finance a substantial portion of the capital expenditures required at its exploration
projects. Unless the Company can successfully develop and bring into production other mineral projects
on its existing properties or otherwise acquire mineral-producing assets, the Company will be dependent
on the Platosa Property for its commercial production. Further, there can be no assurance that the
Company's current exploration and development programs at its projects will result in any new
economically viable mining operations or yield new mineral resources to replace and expand current
mineral resources.

Failure to Achieve Production Estimates

Estimates of future production from the Platosa Property operations as a whole are derived from a mine
plan prepared by the Company's engineering staff on an annual basis and adjusted during the year to
reflect conditions encountered during underground development and mining activities. These plans are
reviewed by senior management and are subject to change. The Company cannot give any assurance
that it will achieve its production estimates. The failure to achieve the anticipated production estimates
could have a material and adverse effect on any or all of the Company's future cash flows, results of
operation and financial condition. The mine plan has been developed based on, among other things,
mining experience, Mineral Resource estimates, assumptions regarding ground conditions and physical
characteristics of the Platosa Property mineralization (such as hardness, specific gravity and presence or
absence of certain metallurgical characteristics) and estimated rates and costs of production.

Actual production may vary from estimates for a variety of reasons, including risks and hazards of the
types discussed above, and as set out below:

• actual ore mined varying from estimates in grade, tonnage and metallurgical recoveries and other
characteristics;

• mining dilution;
• excessive water encountered during mine development and production;
• ramp wall failures or cave-ins;
• ventilation and adverse temperature levels underground;
• industrial accidents;
• equipment failures;
• natural phenomena such as inclement weather conditions, floods, blizzards, droughts, rock slides

and earthquakes;
• encountering unusual or unexpected geological conditions;
• changes in power costs and potential power shortages;
• shortages of principal supplies needed for operation, including explosives, fuels, chemical

reagents, water, equipment parts and lubricants;
• restrictions imposed by government agencies;
• labour shortages or strikes;
• civil disobedience and protests; and
• inability to find and retain qualified personnel.

Such occurrences could result in damage to mineral properties, interruptions in production, injury or death
to persons, damage to the Company's property or the property of others, environmental damage,
monetary losses and legal liabilities. These factors may cause a mineral deposit that has been mined
profitably in the past to become unprofitable.

Uncertainty of Resource Estimates

The Mineral Resource estimates in respect of the Platosa Property are based on limited information
acquired through drilling and, in some cases, through underground exploration and mining. No assurance
can be given that the anticipated tonnages and grades will be achieved or that the indicated level of
recovery will be realized. The grade of mineralization actually recovered may differ materially and
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adversely from the estimated average grades in the resource estimate. Future production could differ
dramatically from resource estimates for, among others, the following reasons:

• mineralization or formations could be different from those predicted by drilling, sampling and
similar examinations;

• increases in operating mining costs and processing costs could adversely affect Mineral
Resources;

• the grade of the Mineral Resources may vary significantly from time to time and there is no
assurance that any particular level of silver, lead or zinc may be recovered from the Mineral
Resources; and

• declines in the market price of silver, lead or zinc may render the mining of some or all of the
Mineral Resources uneconomic.

Any of these factors may require the Company to reduce its Mineral Resource estimates or increase its
cost estimates. Short-term factors, such as the need for the additional development of a deposit or the
processing of lower grades, may impair the Company's profitability. Should the market price of metals fall,
the Company could be required to materially write down its investment in mining properties or delay or
discontinue production or the development of new projects.

No Defined Mineral Reserves

The Company has not defined any Mineral Reserves on its concessions at the Platosa Property and there
can be no assurance that any of the concessions under exploration contain commercial quantities of any
minerals. Even if commercial quantities of minerals are identified, there can be no assurance that the
Company will be able to exploit the resources or, if the Company is able to exploit them, that it will do so
on a profitable basis. Substantial expenditures may be required to locate and establish Mineral Reserves,
to develop metallurgical processes and to construct mining and processing facilities at a particular site,
and substantial additional financing may be required. It is impossible to ensure that the exploration or
development programs planned by the Company will result in a profitable commercial mining operation.
The decision as to whether a particular property contains a commercial mineral deposit and should be
brought into production will depend on the results of exploration programs and/or feasibility studies, and
the recommendations of duly qualified engineers and geologists. Several significant factors will be
considered, including, but not limited to: (i) the particular attributes of the deposit, such as size, grade and
proximity to infrastructure; (ii) metal prices, which are highly cyclical; (iii) government regulations,
including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of
minerals and environmental protection; (iv) ongoing costs of production; and (v) availability and cost of
additional funding. The exact effect of these factors cannot be accurately predicted, but the combination
of these factors may result in the Company not receiving an adequate return on invested capital.

The Company is Dependent on Its Workforce at the Platosa Property and is Therefore Sensitive to
Labour Disruptions

The Company is dependent on its workforce at its material producing property and mill operations in
Mexico. The Company endeavours to maintain good relations with its workforce in order to minimize the
possibility of strikes, lock-outs and other stoppages at the site. Relations between the Company and its
employees may be impacted by changes in labour relations which may be introduced by, among other
things, employee groups, competing labour unions, and the relevant governmental authorities in whose
jurisdictions the Company carries on business.

During 2011 and 2012, operations at the Platosa Property were interrupted by illegal blockades and
associated demonstrations relating to a campaign by competing unions to acquire control of Excellon's
workforce. Certain of these demonstrations include participation by members of the Ejido La Sierrita (the
"Ejido"), a local agrarian community. The demonstrations impeded access by the Company's workforce
to the mine resulting in lost days of production and, in respect of the 2012 interruption, an adverse impact
on the financial results of the Company. Further labour disruptions at the Platosa Property could have a



26

material adverse impact on the Company's business, results of operations and financial condition.

The Company's employees are represented by a labour union under a collective labour agreement. The
Company may not be able to satisfactorily renegotiate the collective labour agreement when it expires. In
addition, the existing labour agreement may not prevent a strike or work stoppage at our facilities in the
future, and any such work stoppage could have a material adverse effect on the Company's earnings.

Surface Rights and Access

Although the Company acquires the rights to some or all of the minerals in the ground subject to the
mineral tenures that it acquires, or has a right to acquire, in most cases it does not thereby acquire any
rights to, or ownership of, the surface to the areas covered by its mineral tenures. In such cases,
applicable mining laws usually provide for rights of access to the surface for the purpose of carrying on
mining activities, however, the enforcement of such rights can be costly and time consuming. It is
necessary to negotiate surface access or to purchase the surface rights if long-term access is required.
There can be no guarantee that, despite having the right at law to access the surface and carry on mining
activities, the Company will be able to negotiate satisfactory agreements with any such existing
landowners/occupiers for such access or purchase of such surface rights, and therefore it may be unable
to carry out planned mining activities. In addition, in circumstances where such access is denied, or no
agreement can be reached, the Company may need to rely on the assistance of local officials or the
courts in such jurisdiction, the outcomes of which cannot be predicted with any certainty. The inability of
the Company to secure surface access or purchase required surface rights could materially and
adversely affect the timing, cost or overall ability of the Company to develop any mineral deposits it may
locate.

On November 9, 2012, the Company's operating subsidiary received a statement of claim from the Ejido,
which participated in the previously referenced illegal blockade. The claim alleges that the subsidiary
breached the surface rights agreement with the Ejido for access to 1,100 hectares of exploration ground
and includes demands for: (i) the termination of the surface rights agreement; (ii) one year's surface rent
in respect of such termination; and (iii) 55 million pesos (C$3.8 million) in respect of alleged damages.

The Company, in consultation with its legal counsel in Mexico, considers the Ejido's claims unfounded,
baseless and a response to Company's previously filed action for damages in respect of losses caused
by the illegal blockade and rescission in respect of the Ejido's breaches of the surface rights agreement
by participating in the illegal blockade. The Company intends to vigorously defend the claims made
against it.

Enforcement of Legal Rights

The Company's material subsidiaries are organized under the laws of foreign jurisdictions and certain of
the Company's directors, management personnel and experts are located in foreign jurisdictions. Given
that the Company's material assets and certain of its directors, management personnel and experts are
located outside of Canada, investors may have difficulty in effecting service of process within Canada and
collecting from or enforcing against the Company or its directors, officers and experts, any judgments
obtained by the Canadian courts or Canadian securities regulatory authorities and predicated on the civil
liability provisions of Canadian securities legislation or otherwise. Similarly, in the event a dispute arises
from the Company's foreign operations, the Company may be subject to the exclusive jurisdiction of
foreign courts or may not be successful in subjecting foreign persons to the jurisdictions of courts in
Canada.

Safety and Security

The Platosa Property is located in the State of Durango, Mexico. Criminal activities in the region may
disrupt operations, prevent the Company from hiring qualified personnel or impair the Company's ability to
access sources of capital. Risks associated with conducting business in the region include risks related to
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personnel safety and asset security. These risks may result in serious adverse consequences including,
among other things, personal injury, crime related activity and disturbances, and damage or theft of
Company property. Given the importance of operations in the State of Durango for the Company, such
events resulting from criminal activity could have a material adverse effect on the Company's cash flows,
earnings, results of operations and financial condition, and make it more difficult for the Company to
obtain any necessary financing. Although the Company has developed procedures regarding these risks,
due to the unpredictable nature of criminal activities, there is no assurance that the Company's efforts are
able to effectively mitigate risks and safeguard personnel and Company property effectively.

Permits and Licenses

The operations of the Company require licenses and permits from various governmental authorities. The
Company currently has all permits and licences that it believes are necessary to carry out its current
exploration, development and mining operations at its projects including, without limitation, the permits
required to construct and operate a mill at the Platosa Property. The Company may require additional
licences or permits in the future and there can be no assurance that the Company will be able to obtain all
such additional licenses and permits. In addition, there can be no assurance that any existing licences
and permits will be renewable if and when required or that such existing licences and permits will not be
revoked.

Mining Industry is Intensely Competitive

The Company's business is the acquisition, exploration, development, and exploitation of mineral
properties. The mining industry is intensely competitive and the Company competes with other
companies that have far greater financial resources, more significant investments in capital equipment
and mining infrastructure for the ongoing development, exploration and acquisition of mineral interests, as
well as for the recruitment and retention of qualified employees.

Infrastructure

Mining, processing, development and exploration activities depend, to one degree or another, on
adequate infrastructure. Reliable roads, bridges, power sources and water supply are important
determinants, which affect capital and operating costs. Unusual or infrequent weather phenomena,
sabotage, government or other interference in the maintenance or provision of such infrastructure, could
adversely affect the Company's business.

Uninsured or Uninsurable Risks

In the course of exploration, development and production of mineral properties, several risks and, in
particular, unexpected or unusual geological or operating conditions, may occur. It is not always possible
to fully insure against such risks, and the Company may decide not to take out insurance against such
risks as a result of high premiums or other reasons. Should such liabilities arise they could reduce or
eliminate any future profitability and result in an increase in costs and a decline in value of the Unit
Shares and Warrants.

Insurance against environmental risks (including potential liability for pollution or other hazards as a result
of the disposal of waste products occurring from exploration and production) has not been generally
available to companies within the industry. Without such insurance, and if the Company becomes subject
to environmental liabilities, the payment of such liabilities would reduce or eliminate its available funds or
could exceed the funds the Company has to pay such liabilities and result in bankruptcy. Should the
Company lose access to such insurance and be unable to fund fully the remedial cost of an
environmental problem, it might be required to enter into interim compliance measures pending
completion of the required remedy.
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Government Regulation

Any exploration, development or mining operations carried on by the Company will be subject to
government legislation, policies and controls relating to prospecting, development, production,
environmental protection, mining taxes, health and safety, and employment standards. As indicated
above, the Company requires permits and licenses from a variety of governmental authorities. The
Company's mining, exploration and development projects could be adversely affected by amendments to
such laws and regulations, by future laws and regulations, by more stringent enforcement of current laws
and regulations, by changes in policies affecting foreign trade, investment, mining and repatriation of
financial assets, by shifts in political attitudes and by exchange controls and currency fluctuations. The
Company cannot predict the extent to which future legislation and regulation could cause additional
expense, capital expenditures, restrictions, and delays in the development of its properties, including
those with respect to unpatented mining claims. Further, there can be no assurance that the Company
will be able to obtain or maintain all necessary licenses and permits that may be required to carry out
exploration, development and mining operations at its projects.

Recent Reforms in Mexico

The Company's operations in Mexico are subject to Mexican federal and State laws and regulations. In
2013, the Mexican Congress approved a tax reform package, which came into effect on January 1, 2014.
The tax reform includes, among other things, maintaining the current corporate tax rate of 30%
(previously scheduled as 29% in 2014 and 28% in 2015), a broadened tax base, the elimination of the
single rate business tax, the introduction of a 7.5% mining royalty on profits derived from the sale of
minerals and the introduction of an extraordinary mining royalty of 0.5% on the gross income derived from
the sale of precious metals. In addition, a new 10% withholding tax on dividend distributions to non-
residents (subject to income tax treaty provisions) will be imposed at the distributing company level. The
tax reform applies on a prospective basis and therefore could have a material impact on the Company's
future earnings and cash flows, and possibly on future capital investment decisions.

Tax Reassessments in Mexico

In 2013, the Mexican tax authority, Servicio de Administración Tributaria, ("SAT") in the state of
Zacatecas completed an income tax audit of the 2008 and 2009 years in respect of one of the Company's
Mexican subsidiaries. As a result of this audit, on February 24, 2014 and March 13, 2014 the Company
received notice of reassessments from SAT for 2009 and 2008 respectively, denying deductions in the
amount of 115.2 million pesos (US$8.8 million) and 72.9 million pesos (US$5.6 million) respectively that
relate primarily to foreign exchange losses. The combined impact of the 2009 and 2008 reassessments is
a reduction in the available non-capital loss balance totaling 188.1 million pesos (US$14.4 million), which,
consequently, would result in a reduction in the deferred tax asset balance of US$4.3 million and a
corresponding increase in deferred income tax expense. Management was of the view that there was a
strong case to support the Company's position, particularly because the SAT made adjustments to foreign
exchange losses without making offsetting adjustments to foreign exchange gains recognized in the same
period. Accordingly, the Company appealed the 2008 and 2009 reassessments through the SAT's
appeals procedures.

In December 2014, the Company was notified by SAT that a favourable resolution was issued, confirming
the Company's tax treatment of the foreign exchange losses in its 2009 annual tax return and has since
received a formal tax reassessment notice. In October 2015, the Company was notified by the SAT that a
favourable resolution had been issued, confirming the Company's tax treatment of foreign exchange
losses in its 2008 annual tax return. The Company expects to receive a formal tax reassessment notice
from the SAT reflecting the favourable resolution for 2008. Accordingly, management believes, based on
the tax advice from its tax advisors, that it is likely that the Company's position will be sustained and no
amounts related to this issue have been recorded in the consolidated financial statements as at
December 31, 2015.
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Environmental Matters

Existing and possible future environmental legislation, regulations and actions could cause significant
expense, capital expenditures, restrictions and delays in the activities of the Company, the extent of
which cannot be predicted and which may well be beyond the capacity of the Company to fund. The
Company's right to exploit the mining properties is subject to various reporting requirements and to
obtaining certain government approvals and there is no assurance that such approvals, including
environmental approvals, will be obtained without inordinate delay or at all.

Environmental legislation is evolving in a manner which will require, in certain jurisdictions, stricter
standards and enforcement, increased fines and penalties for non-compliance, more stringent
environmental assessments of proposed projects and a heightened degree of responsibility for
companies and their officers, directors and employees. No certainty exists that future changes in
environmental regulation, if any, will not adversely affect the Company's operations or development
properties. Environmental hazards may exist on the Company's properties which are unknown to
management at present and which have been caused by previous owners or operators of the properties.

Failure to comply with applicable environmental laws, regulations and permitting requirements may result
in enforcement actions thereunder, including orders issued by regulatory or judicial authorities causing
operations to cease or be curtailed, and may include corrective measures requiring capital expenditures,
installation of additional equipment, or remedial actions. Parties engaged in the exploration or
development of exploration properties may be required to compensate those suffering loss or damage by
reason of such parties' activities and may have civil or criminal fines or penalties imposed for violations of
applicable laws or regulations.

Decommissioning and Site Rehabilitation Costs

During the year ended December 31, 2015, the Company re-assessed its reclamation costs at each of its
mines based on updated mine life estimates, rehabilitation and closure plans. The total undiscounted
amount of estimated cash flows required to settle the Company's obligations is US$1.5 million, which has
been discounted using a risk free rate of 0.74%, of which US$0.9 million of the reclamation obligation
relates to the Platosa Property, and $0.6 million relates to the Miguel Auza Mine. The present value of the
reclamation liabilities may be subject to change based on management's current estimates, changes in
the remediation technology or changes to applicable laws and regulations. Such changes will be recorded
in the accounts of the Company as they occur.

The costs of performing the decommissioning and reclamation must be funded by the Company's
operations. These costs can be significant and are subject to change. The Company cannot predict what
level of decommissioning and reclamation may be required in the future by regulators. If the Company is
required to comply with significant additional regulations or if the actual cost of future decommissioning
and reclamation is significantly higher than current estimates, this could have an adverse impact on the
Company's future cash flows, earnings, results of operations and financial condition.

Foreign Countries and Regulatory Requirement

The Company's primary projects and interests are located in Mexico, where mineral exploration and
mining activities may be affected in varying degrees by political instability, economic conditions,
expropriation or nationalization of property and changes in government regulations such as tax laws,
business laws, environmental laws and mining laws, affecting the Company's business in these countries.
Any changes in regulations or shifts in political conditions are beyond the control of the Company and
may adversely affect its business, or if significant enough, may make it impossible to continue to operate
in these countries. Operations may be affected in varying degrees by government regulations with
respect to restrictions on production, price controls, foreign exchange restrictions, export controls, income
taxes, expropriation of property, environmental legislation and mine safety.
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Compliance with Anti-Corruption Laws

The Company's operations are governed by, and involve interaction with, many levels of government in
Mexico. The Company is subject to various anti-corruption laws and regulations such as the Canadian
Corruption of Foreign Public Officials Act, which prohibit a company and its employees or intermediaries
from bribing or making improper payments to foreign officials or other persons to obtain or retain business
or gain some other business advantage. The Platosa Property is located in Mexico and, according to
Transparency International, Mexico is perceived as having fairly high levels of corruption relative to
Canada. The Company cannot predict the nature, scope or effect of future regulatory requirements to
which the Company's operations might be subject or the manner in which existing laws might be
administered or interpreted.

Failure to comply with the applicable anti-corruption laws and regulations could expose the Company and
its senior management to civil or criminal penalties or other sanctions, which could materially and
adversely affect the Company's business, financial condition and results of operations. Likewise, any
investigation of any alleged violations of the applicable anti-corruption legislation by Canadian or foreign
authorities could also have an adverse impact on the Company's business, reputation, financial condition
and results of operations. Although the Company has adopted policies to mitigate such risks, such
measures may not be effective in ensuring that the Company, its employees or third party agents will
comply with such laws.

Dependence upon Others and Key Personnel

The success of the Company's operations will depend upon numerous factors, many of which are beyond
the Company's control, including the ability to produce minerals; the ability to attract and retain additional
key personnel in sales, marketing, technical support and finance; and the ability and the operating
resources to develop and maintain the properties held by the Company. These and other factors will
require the use of outside suppliers as well as the talents and efforts of personnel and consultants hired
or retained by the Company. There can be no assurance of success with any or all of these factors on
which the Company's operations will depend.

Currency Fluctuations

The Company maintains its accounts in Canadian and US dollars and Mexican pesos. The Company's
operations are in Mexico and some of its payment commitments and exploration expenditures under the
various agreements governing its rights to the Platosa Property and Miguel Auza Property are
denominated in US dollars, making these rights subject to foreign currency fluctuations. Such fluctuations
may materially affect the Company's financial position and results. The Company engages in limited
currency hedging and price protection programs to manage such risk, but there is no certainty that such
activities will be sufficient to hedge against significant or prolonged currency fluctuations in the future.

Price Fluctuations and Share Price Volatility

In recent years, the securities markets in the United States and Canada have experienced a high level of
price and volume volatility, and the market price of securities of many companies, particularly those
considered development stage companies, have experienced wide fluctuations in price which have not
necessarily been related to the operating performance, underlying asset values or prospects of such
companies. There can be no assurance that continual severe fluctuations in price will not occur.

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The primary source of funds available to the Company is cash flow generated by the Platosa Mine. The
Company has in place a planning and budgeting process to help determine the funds required to support
the Company's normal operating requirements on an ongoing basis, to support its exploration plans, and
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to ensure that it will have sufficient liquidity to meet its liabilities when due. To the extent the Company
does not believe it has sufficient liquidity to meet these obligations, management will consider securing
additional funds through equity or debt transactions.

As at December 31, 2015, the Company had outstanding accounts payable excluding accrued liabilities,
which are due within 90 days or less. In addition, annual payments of approximately US$550,000
(adjusted annually for inflation) under a surface rights lease with the Ejido are payable until 2037, subject
to the resolution of the Corporation's claim to rescind this contract.

Credit Risk

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet
its contractual obligations. The Company's credit risk is primarily attributable to cash and cash equivalent.
Management believes the credit risk on cash and cash equivalents is very low since the Company's cash
and cash equivalents balance are held at large international financial institutions with strong credit ratings.

The Company is exposed to credit risk from its customer, which is a large multi-national corporation
operating in the mining and oil & gas industries. Accounts receivable are subject to normal industry credit
risks and are considered low.

Acquisition Strategy

As part of the Company's business strategy, it has sought and will continue to seek new exploration,
development and mining opportunities in the resource industry. As a result, the Company may from time
to time acquire additional mineral properties or securities of issuers which hold mineral properties. In
pursuit of such opportunities, the Company may fail to select appropriate acquisition candidates or
negotiate acceptable arrangements, including arrangements to finance acquisitions or integrate the
acquired businesses and their personnel into the Company. The Company cannot assure that it can
complete any acquisition or business arrangement that it pursues on favourable terms, or that any
acquisitions or business arrangements completed will ultimately benefit the Company.

Conflicts of Interest

Certain directors and officers are directors and/or officers of other mineral exploration companies and as
such may, in certain circumstances, have a conflict of interest, if any, which arise will be subject to and
governed by procedures prescribed by the Company's governing corporate law statute which requires a
director of a corporation who is a party to, or is a director or an officer of, or has some material interest in
any person who is a party to, a material contract or proposed material contract with the company to
disclose his or her interest and, in the case of directors, to refrain from voting on any matter in respect of
such contract unless otherwise permitted under such legislation.

LEGAL MATTERS

Certain legal matters relating to the Offering will be passed upon by Dentons Canada LLP on behalf of
the Company and Wildeboer Dellelce LLP on behalf of the Underwriters. As at the date of this short form
prospectus, the partners and associates of each of Dentons Canada LLP and Wildeboer Dellelce LLP
who participated in or were in a position to directly influence the preparation of the opinions of their
respective firms, as respective groups, beneficially own, directly or indirectly, less than 1% of the
outstanding Common Shares and warrants, and such groups respectively each own less than 1% of the
outstanding securities of any associate or affiliate of the Company.

INTEREST OF EXPERTS

All scientific and technical information relating to the Company's Platosa Property contained in this short
form prospectus or incorporated by reference herein, is solely derived from the report entitled "Technical
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Report on the Preliminary Economic Assessment of the Platosa Mine, Durango State, Mexico" dated July
9, 2015 prepared for the Company by Jason Cox, P.Eng, David Ross, M.Sc., P.Geo and Robert Michaud,
M.Sc., P.Eng, of RPA. Cox, Ross and Michaud are independent "Qualified Persons" as defined in
National Instrument 43-101 – Standard of Disclosure for Mineral Projects.

The aforementioned firm and persons each held less than 1% of the outstanding securities of the
Company or of any associate or affiliate of the Company when they prepared the aforementioned report
or following the preparation of the report, and did not receive any direct or indirect interest in any
securities of the Company or any associate or affiliate of the Company in connection with the preparation
of the report.

AUDITOR

PricewaterhouseCoopers LLP, 18 York Street, Suite 2600, Toronto, Ontario, Canada, M5J 0B2, are the
auditors of the Company and have confirmed that they are independent of the Company within the
meaning of the Rules of Professional Conduct of the Chartered Professional Accountants of Ontario.

The Annual Financial Statements have been audited by PricewaterhouseCoopers LLP, Chartered
Professional Accountants, as stated in their report dated March 23, 2016 which is incorporated by
reference in this short form prospectus.

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for the Unit Shares is TSX Trust Company at its principal offices located
in Toronto, Ontario.

PURCHASERS' STATUTORY AND CONTRACTUAL RIGHTS

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw
from an agreement to purchase securities. This right may be exercised within two business days after
receipt or deemed receipt of a prospectus and any amendment. In several of the provinces, the securities
legislation further provides a purchaser with remedies of rescission or, in some jurisdictions, revisions of
the price or damages if the prospectus and any amendment contains a misrepresentation or is not
delivered to the purchaser, provided that the remedies for rescission, revisions of the price or damages
are exercised by the purchaser within the time limit prescribed by the securities legislation of the
purchaser's province. Purchasers should refer to any applicable provisions of the securities legislation of
their province for the particulars of these rights or consult with a legal advisor.
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