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3.0 PROJECT SETTING AND CONTEXT

Chapter 3 provides an overview of the history and status of the Magino Gold Mines
Inc. (Magino) Property and describes the nature of the gold deposit as defined by exploration
activities undertaken by Prodigy Gold Incorporated (Prodigy) since 2011. The overview of the
Magi no Gol d Pr ocs¢ttmgis intended @ b gn entradyction to the more detailed
descriptions of the existing environmental conditions that follow in Chapter 4 and to provide
some overall context.

3.1 History and Status of the Magino Property and Surrounding Area

The area around Dubreuilville, Goudreau, and Lochalsh has been prospected and mined for
many years. In the early 1900s, the discovery of iron mineralized rock in the Michipicoten area
southwest of Wawa led to a search for similar deposits along the iron ranges further north. From
1900 to 1918 when it temporarily closed, the Helen Mine north of Wawa was the largest
producing iron mine in Canada along with the Magpie Mine to the west which continued
operations until 1921. The Helen Mine reopened in 1937 to supply ore to Europe for the war
effort and included the construction and operation of a sintering plant to process the ore. In
1957 the McLeod Mine opened adjacent to the Helen Mine and shipped its ore to the sintering
plant for processing. This combined sintering operation continued until 1998 when all Helen
Mine operations were permanently closed.

The sedimentary iron carbonate rock common to the McLeod and Helen Mines was an excellent
material for extracting iron ore, however, when the rock was processed to extract iron ore, pyrite
broke down into iron and sulphur. The release of sulphur and its derivatives caused acid
deposition in the direction of the prevailing wind towards the Project property. The resulting
plume caused vegetation dieback for 25 miles and extended water quality impairment beyond.
Historical research and analysis has identified a larger zone of influence from the sintering
plants air emissions. This zone extends all the way to the Magino property and the Goudreau
Lake area.

Gold was discovered in 1918 near Goudreau, with prospecting and mining continuing since
then. Records show that gold production in the Goudreau area was somewhat sporadic. When
gold was discovered on the Project property on what is now patent hold claim 2050, McCarthy-
Webb Goudreau Mines, Limited (McCarthy-Webb Goudreau Mines) was formed in 1925 to
develop the claim group.

Between 1925 and 1933, McCarthy-Webb Goudreau Mines excavated test pits and trenches on
the Magino property. In 1935, Algoma Summit started underground development and
production of gold continued through to 1938. Towards the end of 1938, control of the property
passed to Magino Gold Mines, Ltd. (Magino) and the mine was closed in 1942.

The Magino property lay dormant until 1972, when exploration was again initiated. Mining and
construction of a 400 tonnes per day (tpd) mill began in 1987. The mine closed in mid-1992
due to high operating costs, and the underground workings were allowed to flood. The total
historic production from the Magino property was 803, 135 tonnes of ore, yielding 114,319 troy
ounces (0z.) of gold.
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Exploration was re-initiated in 2000 by Golden Goose Resources (GGR) and continued under
Kodiak Exploration Limited (Kodiak) till 2010. In 2011, Prodigy Gold Inc. was formed through the
consolidation of GGR and Kodiak. Prodigy has continued exploration drilling on the Magino
property since then.

As such, much of the Magino property is considere d t o plaesta pfi oduci ngd mine
mo st recent mi ne devel opment, from 1987 +to 19972
mai ntenanced on September 8, 1992. Muscocho Explo

in January 1993, which was amended in 2003 and which is still in effect. Some of the closure
elements have been completed; however, as described below, additional site rehabilitation and
closure of the tailings management facility are still required (JDS Energy and Mining Inc., 2013).

There are two buildings on the mine site that are related to historic operations. These are a core
shack and maintenance shop. Other existing structures on the site include:

Mine portal and vent rise;

Old core shack/storage Area and maintenance shop;
Telephone communications tower;

Inclined shaft and in-filled shaft collar;

Old mill Foundation and cyanide Tower;

Electrical substation; and

Mine offices.
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Figure 3-1 shows some of buildings and structures present at the Magino property today.

Figure 3-1: Existing Buildings and Structures
T

Existing Mine Facilities Historic Mine Portal Entrance
and Vent Rise
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Inclined Shaft and Filled-in
Shaft Collar

Figure 3-2 shows the existing non-mining waste landfill site, located approximately
600 metres (m) northwest of the mine site. It is upgradient of Lovell Lake and south of the

secondary pond west dam.
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The historic tailings facility consists of a 1.3 million cubic metre (m® capacity pond formed
by two compacted earthfill dams (East Dam and Central Dam) and an 80,000 m® capacity
polishing pond located downstream from Central Dam. The historic primary and secondary
tailings facilities, including a polishing pond, cover an area of approximately 16 hectares (ha)
and 4.8 ha, respectively. Figure 3-3 shows the existing primary tailings pond from the main
embankment. Figure 3-4 shows the polishing pond. The most recent dam inspection was
carried out in June 2012 and revealed there were no stability issues and recommended repairs
to the polishing pond spillway. These repairs have been implemented.

Figure 3-3: Existing Primary Tailings Pond from Main Embankment Looking East

Figure 3-4: Existing Tailing Facility Polishing Pond ZFacing West

3.2 Nature of the Deposit

The Magino property is located within Archean Superior Province and specifically within the
Wawa Subprovince and the Michipicoten greenstone belt. The Michipicoten greenstone belt is a
structurally and stratigraphically complex assemblage of volcanic, sedimentary and intrusive
rocks that were metamorphosed to greenschist and amphibolite facies. Several suites of
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plutonic rocks, ranging in composition from gabbro to monzogranite and syenite, occur in and
around the Michipicoten greenstone belt.

The Property is situated in the Goudreau-Lochalsh gold district of the Wawa gold camp.
Figure 3-5 presents the bedrock geology of the Magino property. Bedrock on the Magino
Property consists of felsic to intermediate pyroclastic metavolcanic rocks grading into mafic
metavolcanic rocks. Gold mineralization is hosted by the Webb Lake Stock (granodiorite/
trondhjemite), which is coloured pink on Figure 3-5. The granodiorite contains 5 percent (%) to
10% veins of carbonate, quartz, tourmaline, and pyrite in various orientations. Within the Webb
Lake Stock, gold bearing veins are usually 2 to 4.5 m wide. The bedrock is folded in places
producing mineable widths of up to 10 m. Gold values are distributed inconsistently within the
veins. The veins are folded in places, with gold concentrated in the fold noses.
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Figure 3-5: Magino Project Geological Map
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3.3 Project Setting

The following sections provide an overview of the general setting for the Magino property
according to the six broad environmental components, namely:

atmospheric environment;
physical environment;
biological environment;
social environment;
economic environment; and
Aboriginal interests.

=4 =4 =4 -8 -8 =9

This overview is intended to be an introduction to the more detailed descriptions of the existing
environmental conditions that follow in Chapter 4 and to provide some overall context for the
Project in terms of its environmental setting.

3.3.1 Atmospheric Environment

The existing conditions relevant to the atmospheric environment are presented in detail in
Chapter 4. The Magino property is |l ocated within
region. This region is typified by large seasonal temperature differences, with warm to hot (and
often humid) summers and cold (sometimes severely cold) winters. The climate in this area is
not unique and is similar to most of southern and northeastern Ontario in that temperatures and
precipitation are influenced by the presence of the Great Lakes. In the Magino property area,
temperature extremes are somewhat moderated and precipitation patterns are altered by
proximity to Lake Superior. The average annual temperature is 1.7°C with average annual
minimum and maximum temperatures of -14.8°C and 14.9°C recorded in January and August,
respectively. Extreme temperatures of -50°C and 33.2°C have been recorded at Environment
C a n a dwadvas A station (ID 6059D09).

Average total annual precipitation is estimated at 850 millimetres, of which approximately 70%
falls as rain and 30% as snow (converted to snow water equivalents). On average, rainfall
occurs on 105 days each year and snowfall on 80 days. Nearly half of the annual snowfall
occurs in December and January while maximum rainfall occurs from June to October. Snow is
usually present on the ground from November to April.

Winds typically range up to 10 kilometres per hour (km/h), and occur in a southwest to south-
southwest direction or a north to north-northwest direction. Wind gusts of up to 61 km/h were
documented in December 2011. Wind speed at the site was consistently lower than that
recorded in Wawa, reflecting the moderation of winds in the 50 kilometres (km) of forest and
hills that lie between the site and Lake Superior. Winds are calm (less than one m/s) 42% of the
time. Prevailing winds from the southwest and south-southwest directions occur about 20% of
the time. The next most predominant wind direction from the north-northwest and north, occurs
about 14% of the time.

Air quality in the vicinity of the Magino property likely falls within normal values compared to
national averages. Noise levels are generally dominated by sounds of nature and human activity
typical of a rural setting. Transportation corridors, such as Highway 519, secondary roads,
logging roads and rail lines, which traverse the area, are considered to be the dominant local
sources of air and noise. In addition, air quality and noise conditions in the immediate vicinity of
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the Magino property are influenced by operations at the nearby Richmont Mines Incorporated
(Richmont) Mine, located 4 km to the east of the property.

3.3.2 Physical Environment

The existing conditions relevant to the physical environment are presented in detail in
Chapter 4. The Magino property is located within the drainage basin of the Michipicoten River,
located to the west of the property. This river flows south, joining with the Magpie River to empty
into Michipicoten Bay on Lake Superior. The Property is set within four watersheds that contain
numerous lakes, streams, and wetlands of various sizes:

1 Dreany watershed, including Dreany Lake and Tavis Lake;

1 Herman-Otto watershed, including Mountain Lake, Herman Lake and Otto Lake;

1 Spring-Lovell watershed, including Spring Lake, Lovell Lake and McVeigh Creek; and
1 Webb-Goudreau watershed, including Webb Lake and Goudreau Lake.

The topography in the vicinity of the Magino property is similar to most areas of the Canadian
Shield within northeastern Ontario. It is characterized by low ridges and hills up to 50 m high,
flanked by generally flat areas of glacial outwash. Groundwater levels are typically near surface,
varying to up to 5 m deep. In some low-lying areas, groundwater levels occur at the surface. No
private water supply wells are present in the watersheds hosting the Project. However,
Ri chmont 6s | sl and Go |fat doRestjpemoses varaapwsp houset frem
Maskinonge Lake. Groundwater movement mimics topography and generally occurs from the
higher elevations in the east and central part of the Magino property towards lower elevations to
the west, north and south.

McVeigh Creek and Goudreau Lake are the largest watercourses and waterbodies,
respectively, located adjacent to the Magino property. Surface water quality varies by lake and
watercourse, with only a few parameters (typically metals) exceeding provincial and/or national
guideline values. This is not unexpected given the metal-rich nature of the bedrock and historic
mining activities.

3.3.3 Biological Environment

The existing conditions relevant to the biological environment are presented in detail in
Chapter 4. Within a 50 km radius of the Magino property there are ten provincial parks, game
preserves/reserves or nature reserves present, each with unique features. However, there are
no such recognized ecological areas, nor provincially designated areas of interest, in or
adjacent to the Magino property. There are no rare vegetation community types that have been
identified on or in the vicinity of the Magino property.

The Magino property is located within Ecoregion 3E: Lake Abitibi and is generally characterized
as boreal forest underlain generally by granitic or gneissic bedrock (Crins et al., 2009). Over the
entire Ecoregion, mixed forest and coniferous forest each comprise approximately 30% of the
land area, while sparse forest comprises 11% and deciduous forest comprises 7%.
Approximately 8% of the Ecoregion has been cut over, and 7% is comprised of lakes and
watercourses (Crins et al., 2009). More specifically, the Magino property is located in the
Foleyet Ecodistrict (3E-5). Over half of the Ecodistrict is comprised of mixed forest, dominated
by Trembling Aspen, White Birch, Balsam Fir, Black Spruce, and White Spruce. Figure 3-6
shows the typical mixed forest present in Ecodistrict 3E-5 and on the Magino property.
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Figure 3-6: Typical Mixed Forest at the Magino Property

Soil in this portion of the Ecodistrict is poorly developed. The thin soils over the bedrock of the
Precambrian Shield, lower average temperatures and shorter days than in southern and central
Ontario, results in vegetation communities that are transitioning from deciduous and mixed
forests to predominantly coniferous forest. The upland forest is dominated by typical boreal
forest species: Black Spruce, White Spruce, Jack Pine, Balsam Fir, White Birch, Tamarack, and
Balsam Poplar. Large lakes are often fringed with organic fen. Coniferous swamps with organic
substrates are also common. These forests and wetlands provide wildlife habitat for numerous
species, with habitat available for moose and amphibians. There are four Species at Risk (SAR)
observed on the Magino property. There were no aquatic SAR identified on the Magino property
or vicinity.

The forest in the area has been highly disturbed and fragmented by past logging and
mining operations and ongoing mineral exploration activities. It is lacking in forest stands aged
31 to 70 years old. The 1 to 20 year old age class is most common throughout the area
(Dubreuil Forest Products Limited, 2008). This disturbed forest provides a variety of niches that
would not normally occur, such as open canopy and exposed soil. Lichen-covered rock barrens
have also created niches for wildlife. Nevertheless, wildlife species are typical of boreal forest
ecosystems.

In addition, the Magino property and surrounding areas are heavily influenced by beaver
activity. Almost all watercourses and waterbodies in the area have evidence of their presence
(Figure 3-7). Moose and Black Bear use these water features as well as the network of roads
and trails throughout the area. Fish species are all common varieties typically found in northern
Ontario.
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Figure 3-7: Typical Beaver Activity on the Magino Property

3.3.4 Social Environment

As shown in Figure 3-8, the closest communities to the Project include Dubreuilville
(approximately 14 km to the north by road); Wawa (approximately 40 km straight-line distance/
80 km by road to the southwest); and White River (approximately 70 km straight line distance/
90 km by road to northwest). Sault Ste. Marie is located approximately 310 km to the south and
is the closest large community to the Magino property. Smaller settlements in the project area
include Hawk Junction, Goudreau, Lochalsh, and Missanabie.

The communities of Dubreuilville, Wawa and White River - like many other northern Ontario
communities - have experienced declines in their populations over the past two decades. In
recent years population decline, combined with an aging population resulted in lower local
school enrolments, and reduced staffing and programming. Basic healthcare services are
available at the Dubreuilville Health Centre and in White River. A higher level of healthcare for
local area residents is available in Wawa, including the Lady Dunn Health Centre. However,
specialty healthcare services require travel outside of the local communities. Local area
residents have access to a variety of social services and organizations. In general, it is expected
the Project will stimulate interest in education and training and generate more local employment
opportunities which will, in turn, help to retain local residents and attract new ones.

Dubreuilville, Wawa, and White River currently have a number of recreational facilities and
programs; however the decline in population and municipal revenues have led to program and
membership reductions in recent years. In general, highly-constrained municipal finances do not
permit major capital investments in community infrastructure or new programs and services for
residents.

Each of these communities has a strong recreational focus which is rooted in ready access to
wilderness. Local and regional residents take part in a number of recreational pursuits including
hunting, fishing/ice fishing, hiking, mountain biking, canoeing/kayaking, cross-country skiing,
snowshoeing, snowmobiling, and riding All-Terrain Vehicles (ATV). In the winter, the Ontario
Federation of Snowmobilers Clubs maintains over 100 km of trails throughout the region. From
Wawa, snowmobile trails connect south to Sault Ste. Marie, north to Hearst, and east to
Timmins. Snowmobilers and other recreationists sometimes access the area using the Algoma
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