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EXECUTIVE SUMMARY AND RECOMMENDATIONS
INTRODUCTION

IMPACT Silver Corp. (“IMPACT Silver” in this report and formerly IMPACT
Minerals International Inc.) holds the Royal Mines of Zacualpan Project. The
124.5km2 project consists of options from two private Mexican companies to
purchase rights to various mineral concessions, operating mines and a lease on
an operating processing plant as well as applications for other mineral
concessions. The project is located 100km southwest of Mexico City and 25km
northwest of the Taxco Silver Mine. Access is by paved highway that runs
through the middle of the district. Infrastructure is good throughout the district
with gravel road networks, electric power, ample water supplies and a trained
work force.

The property has an active mining and processing operation that operates with
no defined reserves or resources under private Mexican ownership. The main
objectives of IMPACT Silver’s exploration work on the property are to
demonstrate the potential for expansion of the known mineralized zones and to
identify targets for new deposit discoveries elsewhere on the large property. This
report describes the results of the exploration work to date, comments on future
exploration potential and makes recommendations for further exploration work on
the project.

HISTORY

Zacualpan is one of the oldest mining districts in North America with Spanish
Colonial mining dating back to at least 1527. In 1531, it was the first mining
district in the Americas to be given the title of 'Royal Mines' of Zacualpan by
proclamation under the Spanish Crown. Numerous veins in the district have
seen historic production but statistics for the early centuries of production are
sporadic. In modern times recorded production between 1975-2004 was about
17 million ounces of silver (26 million ounces silver equivalent with by-product
gold, lead and zinc credits). In June 2004 IMPACT Silver signed the option
agreement covering most of the district and related assets.

GEOLOGY

The Royal Mines of Zacualpan Project is located in the northern portion of the
Teloloapan Subterrane of southeastern Guerrero Terrane. The Teloloapan
Subterrane is a deformed volcano-sedimentary arc sequence of Late Jurassic to
Early Cretaceous age marked by low grade greenschist facies metamorphism.
Most significant mineral prospects are hosted by intermediate to mafic volcanic
pyroclastics and flows of the Lower Villa de Ayala Formation. Multiphase
deformation occurred throughout the region and controlled the emplacement and
present day location of mineralization in the Zacualpan Mining District.
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MINERALIZATION

The Zacualpan Mining District occurs in a well mineralized region known as
Sierra Madre del Sur. Two types of mineralization are prominent in the region:
volcanic hosted massive sulphide (VMS) base metal deposits and epithermal
vein deposits such as Zacualpan. Much of the epithermal mineralization in the
region was emplaced during a period of favourable magmatic and plate tectonic
stress regimes dated at about 32-38 million years ago.

On the property IMPACT Silver personnel have catalogued over 100 silver
prospects. They range from small veins to active mining operations. Historically
the most important production vein has been the Lipton Vein.

Modern mining grades in the Zacualpan District commonly range from 200-500g/t
silver equivalent. Locally the district has produced very high grade silver
mineralization (over 1,000g/t silver) which is an important exploration target.

EXPLORATION MODEL

Silver mineralization at Zacualpan is of the class known as silver-rich
intermediate sulphidation epithermal vein deposits. Many of the largest and best
known silver mines in Mexico belong to this class including Fresnillo, Pachuca
and Taxco. These mines also typically produce by-product gold, zinc and lead.

These deposits occur as veins and less commonly as breccia bodies and
disseminations or stockworks. Mineralization usually consists of pyrite with
variable sphalerite, galena and various silver and gold minerals in a dominantly
quartz and carbonate matrix. Vertical extent of economic mineralization
averages about 300m but is known to vary from 100m to 960m at the Fresnillo
Mine in central Mexico.

Based on observations of mine staff at Zacualpan over many years and results of
recent work by IMPACT Silver, the Zacualpan Mining District Exploration Model
is being developed to guide exploration for new deposits. Some of the key
elements of the model are as follows.

Most economic mineralization in the Zacualpan Mining District is associated with
northwest and north-south trending vein structures. These vein structures can
often be traced for many kilometers across the district but economic
mineralization occurs as mineralized shoots in structurally favourable sections
along the trace of the vein structures. The most common structurally favourable
location for development of such ore shoots is the intersection of northwest and
north-south trending vein structures. A second structurally favourable location is
on flexures in vein structures. The main ore shoots mined over the last 30 years
have dimensions of 2-6m in width, 30-150m in length and 230-300m in vertical
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extent. The biggest modern production occurred on ore shoots developed where
secondary north-south veins intersected the Lipton Vein in the Guadalupe Mine.
To the southeast, present day mining of high grade silver from Silver Shoot No. 1
of the Compadres Mine occurs where the northwest trending San Agustin Vein is
intersected by the north trending Cometa Navideno Vein trend.

Another important ore control is host rock. Almost all economic mineralization in
the district is hosted by intermediate to mafic volcanics especially andesite and
related competent host rocks. Where ore shoots pass into shale or schist, the
veins often dissipate into small stringer veins.

Typical of epithermal deposits, ore shoots at Zacualpan are vertically zoned with
silver values increasing toward the top and zinc and lead values increasing
toward the bottom. Gold values are less predictable but commonly significant.

Soil sampling, detailed mapping, trenching and drilling utilizing the Zacualpan
Mining District Exploration Model have proven to be the most effective
exploration methods in IMPACT Silver’s work to date on the property.

STATUS OF EXPLORATION, DEVELOPMENT AND OPERATIONS

The Royal Mines of Zacualpan Project includes operating mines, a 500 tonne per
day processing plant (presently operating at less than half capacity) and
associated mineral concessions and surface rights. This report only focuses on
the exploration aspects of the project.

To date IMPACT Silver has completed four phases of exploration that began with
a property wide reconnaissance program followed by detailed mapping, soil and
rock sampling and a 12 hole 1866m core drilling program on two target areas. In
total 1,953 rock, 1,631 soil, 165 tailings and 389 drill core samples have been
collected and assayed. This work has identified a number of significant mineral
prospects that warrant further exploration. Highlights include the following;

At the Compadres Mine underground sampling of active mine workings has
returned values ranging from 680g/t silver and 0.30g/t gold over 0.9m true width
on Level 1 to 12,591g/t silver and 12.07g/t gold over 1.67m true width on Level 3.
Subsequently Levels1 to 3 were mined out over a widths of 2-3m and strike
lengths of 30 to 40m. Dirill holes below the workings identified several stacked
veins also with a number of high grade intersections. Data for this area is plotted
in cross section on Figures 8A and 8B.

At the Soledad Zone located 200m southeast of the Compadres Mine on the
same vein system five drill holes hit old open mine workings three times but also
intersected several significant intersections that may be the top of a high grade
mineralized shoot.
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Exploration on early stage targets has identified several moderate to high grade
mineral prospects that are prospective drill targets.

CONCLUSIONS

IMPACT Silver Corp. has an option to purchase the Royal Mines of Zacualpan
Project , an active mining operation with a processing plant rated at 500 tonnes
per day (but operating at less than half capacity) and a large land position. The
124.5km2 property including concession applications covers most of the mining
district. Over 100 mineral prospects have been catalogued on the property.

The property has seen recent exploration success. In early 2005 drilling on down
dip extensions of Silver Shoot No. 1 at the Compadres mine found a series of
stacked mineralized veins. The best intersections came from the deepest holes,
which included 3,234g/t silver and 0.41g/t gold over 1.6m (estimated true width)
in hole Z05-02 and 2,713g/t silver and 0.36g/t gold over 4.4m (estimated true
width) in hole Z05-04. Other prospects sampled in the course of field work to
date have also returned significant metal values.

The property is historically underexplored and has strong exploration potential
with many advanced to early stage exploration targets. Soil sampling, detailed
mapping, trenching and drilling utilizing the property exploration model have
proven to be the most effective exploration methods in work to date on the
property.

The objective of the continuing exploration work is the discovery of new
potentially economic silver-gold-base metal deposits and preliminary assessment
of the size and grade potential of known deposits and prospects. The results of
this work program will likely be a key factor in IMPACT Silver’s decision on the
potential purchase of the Zacualpan assets.

RECOMMENDATIONS

A two phase exploration program budgeted at US$1,260,000 is recommended.
Building on the four phases completed to date, Phase 5 is a 90 day program of
continued mapping and sampling to identify and outline additional drill targets.
Phase 6 is mainly a 6,000m core drilling program designed to expand known
zones of mineralization, to carry out initial tests of new zones discovered in the
field work of previous phases and to test buried targets based the Zacualpan
Mining District Exploration Model. Phase 6 also includes some continued
mapping and sampling.
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GEOLOGICAL AND EXPLORATION REPORT ON
THE ROYAL MINES OF ZACUALPAN PROJECT
for IMPACT SILVER CORP.
by Helen Grond, P.Geo.

1.0 INTRODUCTION AND TERMS OF REFERENCE
1.1 INTRODUCTION

IMPACT Silver Corp. (“IMPACT Silver” in this report and formerly IMPACT
Minerals International Inc.) holds the Royal Mines of Zacualpan Project. The
124.5km2 project consists of options from two private Mexican companies to
purchase rights to various mineral concessions, operating mines and a lease on
an operating processing plant as well as applications for other mineral
concessions. The project is located 100km southwest of Mexico City and 25km
northwest of the Taxco Silver Mine. Access is by paved highway that runs
through the middle of the district. Infrastructure is good throughout the district
with gravel road networks, electric power, ample water supplies and a trained
work force.

The property has an active mining and processing operation that operates with
no defined reserves or resources under private Mexican ownership. The main
objectives of IMPACT Silver’s exploration work on the property are to
demonstrate the potential for expansion of the known mineralized zones and to
identify targets for new deposit discoveries elsewhere on the large property. This
report describes the results of the exploration work to date, comments on future
exploration potential and makes recommendations for further exploration work on
the project.

1.2 TERMS OF REFERENCE AND PURPOSE

IMPACT Silver commissioned the author to write this independent technical report
reviewing and summarizing exploration results and mineral potential of the Royal
Mines of Zacualpan Project and recommending, if deemed appropriate, a program for
continuing exploration work on the project. The writer was retained to complete this

report in compliance with National Instrument 43-101 and Form 43-101F1.

author was not commissioned to draw conclusions on the active mining and
processing operations but does include information on these operations in this report
to put the exploration work in its context of a property with operating mines and a

processing plant.
1.3 SOURCES OF INFORMATION

This report on the Royal Mines of Zacualpan Project is based on the following
sources of information:
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1. Publicly available technical reports of a regional and a district specific nature
published by Mexican government agencies and in scientific journals. These
are listed in Section 12.0 of this report.

2. Private technical documents found in filing cabinets in the geology office at
the mine site.

3. IMPACT Silver public news releases and management discussion documents
on the project issued since June 2004 and available on the Internet at
www.sedar.com.

4. Discussions with IMPACT Silver’s technical and management personnel, and
with employees at the mine site.

1.4 FIELD INVOLVEMENT OF THE AUTHOR

The author spent 15 days on the property between April 30 and May 14, 2005.
During this time the author personally supervised day to day running of the
project including sampling of drill core for holes Z05-11 and -12, sampling of
tailings, mapping and sampling of mineral prospects in the Lipton Vein -
Compadres Vein intersection area, collection of a 15kg sample for metallurgical
studies and chain of custody procedures for sample shipments. Assay
certificates from sampling by the author are in Appendix 2. In addition the author
made a point of visiting all the producing mines and the processing operations on
the property.

1.5 DISCLAIMER

The author has not carried out due diligence on the land tenure, legal
agreements or other legal and corporate issues associated with the Royal Mines
of Zacualpan Project but has relied on information provided by IMPACT Silver.
As such the author can not and does not take legal responsibility for such
information as reproduced in this report.

Active mining and processing operations on the property are briefly described in
this report to put the exploration work and mineral potential into context and to
provide a more complete description of the project as a whole. The author,
however, is a registered Professional Geoscientist and not a mining or
metallurgical engineer and as such does not make any judgments or conclusions
or take any responsibility with regard to information on the mining and processing
aspects of the project but only reports this information as provided by IMPACT
Silver.

This report includes technical information taken from the sources listed in
Section 1.3. While reasonable care has been taken in preparing this report and
based on the author’s personal observations over 15 days at the project site the
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information from these sources appears reasonable, the author can not
guarantee the accuracy or completeness of this information.

2.0 PROPERTY DESCRIPTION AND LOCATION
21 PROPERTY AREA AND LOCATION

The Royal Mines of Zacualpan property covers an area of 124.5km2 and
encompasses most of the Zacualpan Mining District. The project is located
100km southwest of Mexico City and 25km northwest of the Taxco Silver Mine
(Figure 1). Access is by paved highway that runs through the middle of the
Zacualpan Mining District. Infrastructure is good throughout the district with good
gravel road networks, modern electric power lines, ample subterranean water
supplies and a trained work force.

The property is located in Zacualpan Municipality of Mexico State and Tetipac
Municipality of Guerrero State of Mexico. It is centered near 18°43' N Latitude,
99°47' W Longitude at Universal Transverse Mercator coordinates 416362mE,
2069964mN (WGS84 datum, Zone 14) on Mexican government 1:50 000 map
sheet Pilcaya E14-A67.

2.2 LAND TENURE, LEGAL AGREEMENTS AND OTHER ASSETS

IMPACT Silver controls mineral concessions and applications for mineral
concessions totalling 124.5km2 plus local surface rights (Figure 2). The mineral
concessions and applications are described in Appendix 1. The information
described in this section is taken from IMPACT Silver news releases and
discussions with IMPACT Silver's management. The author has not verified this
information but only reports it as provided by IMPACT Silver.

On June 14, 2004, IMPACT signed a legally binding Promise to Contract
agreement with two related private Mexican companies, Minera el Porvenir de
Zacualpan, SA de CV (“Minera el Porvenir’) and Minera Laureles, SA de CV.
The agreements are options for producing mines, a processing plant lease,
owned and leased mineral concessions and local surface rights in the Zacualpan
Mining District. In total, under terms of the options, IMPACT may purchase all
rights of the Mexican companies for US$1.6 million plus 300,000 IMPACT
shares.

In detail, the Minera Laureles agreement is a three-year lease with option to
purchase for concessions that include the producing Compadres Mine. The
exploitation and exploration concessions under this agreement are 100% owned
by Minera Laureles and not subject to any royalty or other secondary agreement.
Under terms of this agreement, IMPACT is making lease payments of US$3,000
per month and 100,000 shares per year, as well as incurring work commitments
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totalling US$1,000,000 over three years covering the properties in both
agreements. In return, IMPACT has the option at any time before the end of the
third year to purchase 100% interest in these exploitation and exploration
concessions for US$1,000,000.

The Minera el Porvenir agreement is a three-year option for concessions
covering other parts of the Zacualpan Mining District. This agreement includes
the historic Guadalupe Mine, which continues to operate on limited tonnage, the
500-tonne-per-day processing plant with associated facilities and a surface rights
lease. The processing plant and concessions in this second agreement are
presently under lease by Minera el Porvenir and IMPACT Silver has an option to
purchase these lease rights to these assets for US$500,000. The plant lease
rights expire in June 2006 with discussions in progress to extend them. The
concession lease rights have already been extended to June 2014.

Under the Promise to Contract agreement, the Mexican companies may continue
mining and processing material from the properties in both agreements until
IMPACT exercises its purchase options.

IMPACT Silver has also made application for additional concessions in the name
of a nominee that in total gave it control over a total of 124.5km? encompassing
most of the Zacualpan Mining District.

2.3 LEGAL SURVEY

Claim monuments for all exploitation and exploration concessions, and
concession applications controlled by IMPACT Silver have been surveyed under
the direction of IMPACT Silver.

2.4 LOCATION OF MINERALIZATION AND FACILITIES

The location of main zones of known mineralization, historic and active mine
workings, tailings ponds and other mine and processing plant facilities are on
Figures 6 and 7, and are further described below.

2.5 ENVIRONMENTAL LIABILITIES

IMPACT Silver has informed the author that their initial due diligence work
indicates that the property interest is subject only to normal environmental
regulations and liabilities as stipulated under the laws of Mexico and the
sufficiency of rights for exploration and mining operations on the property is
subject only to normal procedures and permits under the laws of Mexico.
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2.6 PERMITS

IMPACT Silver has informed the author that permits for their exploration activities
are obtained as required. Within and close to the active mine workings, IMPACT
Silver operates under the authority of the Minera el Porvenir operating permits.
Permits for the recent drill program were granted by government authorities in a
timely fashion and it is expected such permits in the future will also be readily
obtained. Permission for trenching, construction of drill platforms and trespass
rights for mapping and sampling are obtained from local private land owners
and/or village councils as required.

3.0 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES,
INFRASTRUCTURE AND PHISIOGRAPHY

3.1 PHISIOGRAPHY, TOPOGRAPHY, ELEVATION, CLIMATE AND
VEGETATION

The Royal Mines of Zacualpan property is marked by mature rounded mountains
of the Sierra Madre del Sur physiographic province. Elevations on the property
range from 1460 to 2400m above sea level. The climate is semi-tropical with
annual rainfall typically ranging from 800-1600mm with a mild rainy season from
June to October. Temperatures typically range from 14-22°C. Exploration and
mining operations can readily be carried out year round. Vegetation varies from
large areas of immature bush mainly over dormant farmland to numerous small
cleared farm plots to well forested areas covered with white oak, pine, arbutus
and cedar mainly in western and southern portions of the property (Noguez and
others, 1991).

3.2 ACCESS AND PROXIMITY TO POPULATION CENTRES

The property is readily accessible year round via a paved two lane highway
which runs through it from northeast to southwest (Figure 2) and connects the
area to major population centres of central Mexico. The state capital of Toluca is
a two hour drive from the property and is one of the largest industrial cities in
Mexico. The regional capital of Ixtapan de la Sol located a one hour drive from
the property and has services and retail outlets typical of a popular tourist centre.
Local access on the property is via an extensive network of good gravel roads
that serve local farmers and villages.
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3.3 SURFACE RIGHTS, POWER, WATER, PERSONNEL, TAILINGS,
PROCESSING PLANT

IMPACT Silver has informed the author that initial corporate due diligence
investigations indicate their Mexican partners hold lease agreements for surface
rights associated with the processing plant, tailings dam and mines as well as
other areas on the property.

Electrical power is supplied to the processing plant and adjacent Guadalupe
Mine by a 26KVA power line that was installed in parts of the district by the
Mexican national electrical authority in 2004. The Compadres Mine is located
beyond the present electrical grid and operates on diesel generators.

Water for the processing plant is plentiful. It is pumped from below the 195m
level of the Guadalupe Mine and supplemented with recycled water from
dewatering of the tailings.

Trained mining and technical personnel live in local towns, most within walking or
short driving distance of the processing plant. The largest single employer in the
district is the mine with a current workforce of about 78.

The processing plant is rated at 500 tonnes per day but presently reported to be
operating at less than half capacity. The present plant and tailings dams
(Figure 7) were built in the mid-1980’s. Smaller predecessor plants have
occupied the site since at least 1930 according to senior mine staff. The tailings
dams are almost full and IMPACT Silver recently contracted Knight Piesold
Engineering of Vancouver Canada to begin preliminary studies for a new or
expanded tailings dam. In 2005 IMPACT Silver also contracted an independent
mining engineer and an independent metallurgist to report in a preliminary
fashion on improving operating efficiencies at the mines and processing plant
respectively.

4.0 HISTORY

Zacualpan is one of the oldest mining districts in North America. The first known
native mining in the region dates back to the mid-1400’s before Spanish contact
(CRM, 1999, p. 180). The first contact between the Spanish and native miners in
the region was in 1519 when Hernan Cortez’s scouts investigated the area
(Ocampo, 2004). By 1522 the Taxco silver mines, 25 km southeast of Zacualpan
became the first Spanish mining district in North America (CRM, 1999 p. 180).
By 1527 Zacualpan was already an active mining district and in 1532 was the
first mining district in the Americas to be given the title of ‘Royal Mines’ of
Zacualpan. By 1597 there were 26 processing mills operating in the Zacualpan
Mining District fed by an unspecified number of mines (Estrada, 1995, p. 101).

Helen Grond, P.Geo. September 6, 2005



ROYAL MINES OF ZACUALPAN PROJECT REPORT Page 9

Mining activity waned between 1630 and the late 1600°s when most of the mines
reached the water table and were forced to close down. In 1723, mining taxes
were abolished in Mexico and mining activity returned but was short-lived as by
1750 most activity in the Zacualpan area had ceased due to a combination of
hard ground and flooded mines (Estrada, 1995 p. 104,135). German mining
techniques were introduced to Zacualpan in 1757 and mining activity increased
(Ocampo, 2004; Estrada, 1995, p. 136). There were 21 operating mines in the
district in 1774 and official total production stood at 329 ounces of gold and just
over 500,000 ounces of silver (Lopez and Urrutia, 1988).

Famine in the late 1700’s followed by the outbreak of the Mexican War of
Independence in 1810 saw the suspension of all mining in the region (Ocampo,
2004, CRM, 1999, p. 165 and Estrada, 1995, p. 148). Through the mid-1800’s
mining at Zacualpan was revived with ten operating mines and nine metallurgical
plants by 1880 (Estrada, 1995, p.154-55) including the Guadalupe Mine (CRM,
1999, p. 165). The Cuchara mine operated during the early 1900°s and was one
of about 40 operating mines in the region at that time (Ocampo, 2004)).

The Mexican Revolution (1910-17) disrupted most mining operations in the
Zacualpan Mining District (CRM, 1999, p.165) and throughout Mexico. Work in
the region was sporadic during the early- to mid-1900°s.

About 1930, Ignacio Gutierrez reportedly bought the Guadalupe Mine and plant,
and operated it until 1965 when ownership passed to his sons. Very soon
afterward they became partners with the subsidiary of a Canadian company
(Compania Minera Continental) and in 1972 sold their remaining interest to the
major Mexican mining company Industrias Penoles. During this time most of the
present day Zacualpan property leased claims (see Section 1 of Appendix 1)
were amalgamated and the Guadalupe, Pachuqueno and Zorra deposits were
connected into one large underground mine (personal communication, Asencion
Garcia, long time mine employee, 2004). In 1975 Penoles bought out Minera
Continental.

In 1992 after a brief closure, a private Mexican company, Minera el Porvenir,
leased and restarted the Zacualpan mining and processing operations and have
been operating since then (Porvenir, 2002). A related company, Minera Laureles
purchased and operated the Cuchara Mine between 2000 and August 2005, and
developed the Compadres Mine in late 2004. At present mining is continuing at
the Guadalupe and Compadres Mines.

Production records for the early centuries are sporadic and total historical
production from the district is not known. In modern times recorded production
between 1975-2004 was about 16.5 million ounces of silver. Between 1975-90
the Guadalupe operations produced 1.5 million tonnes at an average grade of
270g/t silver, 1% zinc and 0.9% lead (CRM, 1999). Between 1992-2004 under
present management the operations produced 4.9 million ounces of silver
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according to mine office records. Modern production records for byproduct gold,
zinc and lead are incomplete but in 2003 the mine produced 2,446 ounces of
gold, 3.7 million pounds of zinc and 2.7 million pounds of lead as well as 297,083
ounces of silver according to mine office records.

In June 2004, IMPACT Minerals International, predecessor to IMPACT Silver,
acquired an option to purchase the Zacualpan assets under a legally binding
Promise to Contract agreement with the Mexican companies. They carried out
extensive surface exploration and a 1,866m core drilling program between
February 27 - April 20, 2005 on targets in the Compadres and Cometa Navideno
areas. IMPACT Silver has also applied for additional mineral concessions to
bring the total land position under IMPACT control to 124.5km2. Results of work
carried out by IMPACT are summarized in this report.

5.0 GEOLOGICAL SETTING
5.1 REGIONAL GEOLOGY

The Royal Mines of Zacualpan Project is located in the northern portion of the
Teloloapan Subterrane (Talvera Mendoza and others, 1995) of southeastern
Guerrero Terrane (Campa & Coney, 1983) (Figure 3). The Teloloapan
Subterrane is a deformed volcano-sedimentary arc sequence of Late Jurassic to
Early Cretaceous age marked by low grade greenschist facies metamorphism
(Ruiz & Centeno-Garcia, 2000).

Regionally underlying the Teloloapan stratigraphy is the pre-Upper Jurassic
Tejupilco Schist (Vidal Serratos and others, 1999) consisting mainly of strongly
foliated black siliciclastics (Table 1). Tejupilco Schist is thought to be the same
formation as Taxco Schist, host rock to the Taxco Silver District 25km to the
southeast of Zacualpan (Elias & Sanchez, 1992).

Unconformably overlying Tejupilco Schist in the Zacualpan area are Lower
Cretaceous volcano-sedimentary formations of the Teloloapan Subterrane (Vidal
Serratos and others, 1999; Talvera Mendoza and others, 1995). The base is
represented by the Villa de Ayala Formation, a three kilometer thick sequence
whose lower part consists mainly of mafic to intermediate volcanics
(predominantly massive to pillowed flows and flow breccias). This is the
dominant host rock to historically mined veins on the Royal Mines of Zacualpan
property. The upper part consists of volcano-sedimentary rocks including tuffs
and cherts. Overlying and in facies transition contact with the Villa de Ayala
Formation is the Acapetlahuaya Formation, a 1.5km thick sequence of
volcaniclastic metasediments, greywackes and debris flows. These formations
are overlain by a variety of Middle to Upper Cretaceous metasedimentary
formations (see Table 1).

Helen Grond, P.Geo. September 6, 2005
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|TABLE 2: ZACUALPAN REGION - STRATIGRAPY, TECTONICS AND MINERALIZATION |

Jurassic

Tejupilco Schist

Siliciclastic schists

|ERA SUB-ERA AGE FORMATIONS LITHOLOGIES TECTONICS MINERALIZATION |
million years
Cenozoic |Quaternary Alluvial sediments Unconsolidated sediments
TransMexican Volcanics Basalts
2
Tertiary
Cuernavaca Formation Andesitic clastics, lahars
19
>
a
(]
@
3
El Age range of
2 epithermal veins in
® Mexico
25
North and
Tilzapotla Formation Rhyolite, felsic tuff, breccias northwest
normal
33 faulting La Guitarra Mine
35 Taxco Mine
Balsas Formation Conglomerates and
other sediments
49
Laramide
Orogeny
Mesozoic |Cretaceous
85
Pachiva Formation Flysch-type sediments
100
Guerrero
Amatepec Formation Calcarenites Terrane
accretion
onto
Mexico
Carbonates
Teloloapan
110 Formation
Acapetlahuaya Volcaniclastics grading up
Formation into calcarenites
Upper Villa
de Ayala
Formation Volcaniclastic sediments
120
Lower Villa
de Ayala Andesite
140 Formation

References: Bird (2002), Camprubi and others (2003), Dickinson and Lawton (2001), Lewis and Rhys (2000), Vidal Serratos and others (1999)
Compilation by: G. Gorzynski, IMPACT Silver Corp.

Helen Grond, P.Geo.

September 6, 2005



ROYAL MINES OF ZACUALPAN PROJECT REPORT Page 13

Unconformably overlying the Cretaceous formations are Tertiary age Balsas
Formation continental sediments that in turn are unconformably overlain by
Upper Series Volcanics (Tilzapotla formation) rhyolites and felsic pyroclastics
(Vidal Serratos and others, 1999). These are locally unconformably overlain by
Quaternary age volcanic flows associated with the TransMexican Volcanic Belt
and various unconsolidated Quaternary basin-fill sediments. These post-
Cretaceous formations form thick sections of cover rock that hide potentially
mineralized Cretaceous formations between Zacualpan and Taxco 25km to the
southeast, and between Zacualpan and Sultepec, 30km to the northwest.

Multiphase deformation occurred throughout the region. Early deformation
fabrics remnant from the mid-Cretaceous accretion of the Guerrero Terrane onto
the Mexican mainland (Table 1) have not yet been identified on the property but
may exist. This was followed by the Late Cretaceous to Early Tertiary Laramide
Orogeny. Earlier Laramide tectonics produced east- to northeast-vergent thrust
faults while a later pulse produced west-vergent thrust faults, together imprinting
two sets of penetrative foliations and recumbent folds on rocks of the Teloloapan
Subterrane (Salinas-Prieto and others, 1993). In mid-Tertiary times a major
change in tectonic stress direction (Bird, 2002) caused north and northwest
normal faulting in the Tizapa area of northwestern Teloloapan Subterrane (Lewis
and Rhys, 2000) and probably also affected the Zacualpan area. This
deformation history has created a complex pattern of structures which controlled
the emplacement and present day location of epithermal mineralization in the
Zacualpan Mining District.

5.2 PROPERTY GEOLOGY

Most of the Royal Mines of Zacualpan property has not been mapped in detail
and mapping by IMPACT Silver personnel to date has been mainly focussed in
the immediate vicinity of mineral prospects. Mapping to date indicates that the
central portions of the property are underlain by a limited suite of bedrock units
(Figure 4). Most significant mineral prospects are hosted by intermediate to
mafic volcanic pyroclastics and flows of the Lower Villa de Ayala Formation
(Table 1). Black shales and siltstones form lenses in the volcanics up to tens of
meters thick in the central portions of the property increasing to subequal
proportions to the northwest. Peripheral areas on the property are overlain by
post-Cretaceous formations that overlie and hide areas of potential
mineralization.

Further details of property geology as related to mineralization are described in
Section 6.2.

Helen Grond, P.Geo. September 6, 2005
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6.0 DEPOSIT TYPE
6.1 EPITHERMAL VEIN DEPOSIT MODEL

Silver mineralization at Zacualpan is of the class known as silver-rich
intermediate sulphidation epithermal vein deposits (Hedenquist, 2000). Many of
the largest and best known silver mines in Mexico belong to this class including
mines at Fresnillo, Pachuca and Taxco. These mines also typically produce by-
product gold, zinc and lead.

These deposits occur as veins and less commonly as breccia bodies and
disseminations or stockworks. Mineralization usually consists of pyrite with
variable sphalerite, galena and various silver and gold minerals in a dominantly
quartz and carbonate matrix. Vertical extent of economic mineralization
averages about 300m but is known to vary from 100m to 960m (at the Fresnillo
Mine in central Mexico) (Garcia and others, 1991).

6.2 EXPLORATION MODEL

Base on observations of mine staff at Zacualpan over many years and results of
recent work by IMPACT Silver, the Zacualpan Mining District Exploration Model
is being developed to guide exploration for new deposits. Some of the key
elements of the model are as follows.

Most economic mineralization in the Zacualpan Mining District is associated with
northwest and north-south trending vein structures (Figure 6). These vein
structures can often be traced for many kilometers across the district but
economic mineralization occurs as mineralized shoots in structurally favourable
sections along the trace of the vein structures. The main ore shoots mined over
the last 30 years have dimensions of 2-6m in width, 30-150m in length and 230-
300m in vertical extent. The most common structurally favourable location for
development of such ore shoots is the intersection of northwest and north-south
trending vein structures. A second structurally favourable location is on flexures
in vein structures.

Another important ore control is host rock. Almost all economic mineralization in
the district is hosted by intermediate to mafic volcanics especially andesite and
related competent host rocks. Where ore shoots pass into shale or schist, the
veins often dissipate into small stringer veins. At the Cuchara Mine early near
surface mining of the main ore shoot in andesite ceased when it entered a shale
horizon and dissipated. Later operators excavated through the shale back into
andesite below and encountered the large well mineralized shoot that has been
the subject of extensive mining in modern times.

Typical of epithermal deposits, mineralized shoots at Zacualpan are vertically
zoned with silver values increasing toward the top and zinc and lead values

Helen Grond, P.Geo. September 6, 2005
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increasing toward the bottom. Gold values are less predictable but commonly
significant.

Soil sampling, detailed mapping, trenching and drilling guided by the Zacualpan
Mining District Exploration Model have proven to be the most effective
exploration methods in IMPACT Silver’s work to date on the property.

7.0 MINERALIZATION
7.1 REGIONAL MINERALIZATION

The Zacualpan Mining District occurs in a well mineralized region known as
Sierra Madre del Sur (Figure 5). Two types of mineralization are prominent in the
region.

The first is volcanic hosted massive sulphide (VMS) base metal deposits. They
form significant mines and prospects of which the best known examples are the
Tizapa Mine of Penoles and the Campo Morado Project of Farallon Resources of
Vancouver. Although no significant VMS mineralization has yet been identified
on the Zacualpan property, the Villa de Ayala Formation which is host rock to
VMS mineralization elsewhere in the region is also the predominant bedrock
underlying the Zacualpan Mining District.

The second type of mineralization is epithermal vein deposits. These are
believed to be the southern extension of the Mexican epithermal vein province of
northern and central Mexico. Prominent examples in the region include the
Taxco Mine of Grupo Mexico (the oldest mining district in Mexico), the recently
closed Sultepec Mine of Industrias Penoles and the Royal Mines of Zacualpan
(probably the second oldest mining district in Mexico and subject of this report).
Some of the important features typical of these deposits are described in

Section 6.

The age of silver mineralization at Zacualpan is not known but it is probably
similar in age to Taxco Mine (25km to the southeast) dated at 38-36my(?) and to
Temascaltepec (La Guitarra Mine, Figure 5) dated at 33.3-32.9my (Camprubi
and others, 2003 and references therein, and Table 1 in this report). These age
dates are almost coincident with the initiation of rhyolitic volcanism in the region
dated at 33.8my (Vidal Serratos and others, 1999) and the rapid change of plate
tectonic stress fields from compression to extension in northern and central
Mexico estimated at about 33my (Bird, 2002). The felsic subsurface magmatic
activity (Caprubi and others, 2003) coincident with an extensional stress regime
created a favourable environment for epithermal mineralizing systems such as
Zacualpan.

Helen Grond, P.Geo. September 6, 2005
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7.2 PROPERTY MINERALIZATION

IMPACT Silver personnel have catalogued over 100 mineral prospects on the
Royal Mines of Zacualpan property (Figure 6). They range from small veins to
active mining operations including the large recently mined ore shoots at the
Guadalupe and Cuchara Mines.

Descriptions of the form and other features of epithermal mineralization on the
property are in Section 6.2 and modern production statistics are in Section 4.0.

In detail the main production veins strike northwest and to a lesser degree north-
south. Historically the most important northwest structure has been the Lipton
Vein. The biggest modern production occurred on ore shoots developed where
secondary north-south veins intersected the Lipton Vein in the Guadalupe Mine.
To the southeast, present day mining of high grade silver from Silver Shoot No. 1
of the Compadres Mine occurs where the northwest trending San Agustin Vein
and Concepcion Vein are intersected by the north trending Cometa Navideno
Vein structure (see Section 8.2.1 for further details).

Many of the vein structures in the district are narrow but locally they are known to
produce large ore shoots at intersection points. One prominent example is the
Cuchara Mine main shoot which occurs at the intersection of the Cuchara Vein
and the Moro Vein. Although this shoot is now largely mined out, its geological
development can be readily observed on Level 7 of the mine. Just northwest of
the main ore shoot the northwest striking Cuchara Vein is about 1m wide and it
intersects the north trending Moro Vein which at this point is about 0.4m wide.
These two relatively narrow veins intersect and form an ore shoot that is 4 to 6m
wide, 150m long and was mined for over 200m vertical extent.

Modern mining grades in the Zacualpan Mining District commonly range from
200-500g/t silver equivalent. Locally the district has produced very high grade
silver mineralization (over 1,000g/t silver) which is an important exploration
target. This very high grade silver occurs in two forms in the district. Historically
much of it was near surface material oxidized and concentrated by surficial
weathering. Most of this oxidized high grade material has now been mined out.
The second form can be seen in Silver Shoot No. 1 at the Compadres Mine.
Here very high grade silver material is mined from primary sulphide-associated
mineralization that extends to considerable depths of at least 175m below
surface (see Section 8.2.1).

Helen Grond, P.Geo. September 6, 2005
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8.0 EXPLORATION
8.1 INTRODUCTION

The information in this Section 8.0 is taken from IMPACT Silver public
disclosures, private company reports, discussions with IMPACT Silver personnel
and personal observations and work carried out by the author.

Since optioning the Royal Mines of Zacualpan project in June 2004, IMPACT
Silver has carried out four phases of exploration work on the property. The field
work was carried out by IMPACT Silver personnel aided by between one and
three Mexican contract geologists and local field labourers as needed. The
author personally supervised all work on the property during the period April 30
to May 15, 2005.

The Phase 1 work program was a reconnaissance assessment over the entire
project area that identified over 100 mineral prospects and old mine workings.
Phase 2 was mainly a program of mapping and sampling of target areas
identified during Phase 1. Phase 3 was an 1866m core drilling program on
targets in the Compadres and Cometa Navideno areas. Phase 4 was mainly a
program of continued mapping and sampling to identify further drill targets.

In addition to the exploration work, initial engineering studies were made as part
of the due diligence work toward a purchase of the project. These studies
consisted of initial short visits and assessments by an independent Canadian
mining engineer, an independent Canadian metallurgist and a Canadian tailings
dam engineer from consulting group Knight Piesold. IMPACT Silver reports that
these initial assessments did not reveal any deficiencies in the Zacualpan
operations that could not be fixed with proper funding, engineering and
organization. These engineering studies were continuing during writing of this
report.

While on site the author sampled the upper portions of the two tailings areas as
described below with the objective of determining if further work was warranted
toward determining the potential for a reprocessing operation.

PHASE 1 RECONNAISSANCE EXPLORATION

After signing of the option agreement in June 2004, IMPACT Silver carried out a
three month initial reconnaissance of the large project area with the objectives of
producing a preliminary assessment of the project as a whole and prioritizing
exploration targets. In the course of this work over 100 mineral prospects and
historical mine workings were catalogued (Figure 6). These prospects and
workings included the then producing mines at Cuchara, Guadalupe and Alacran.
(In December 2004 the Alacran Mine was shut down and the equipment moved

Helen Grond, P.Geo. September 6, 2005
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to operate the new higher grade Compadres Mine. The Cuchara Mine was shut
down after the author’s site visit and the equipment moved to the Guadalupe
Mine). Most of the catalogued prospects were historical small mines and
exploration workings.

Phase 1 also included soil sample lines over areas of known mineralization to
test the viability of soil surveys as an exploration tool in the area. These tests
proved successful and led to larger soil survey grids in subsequent work.

PHASE 2 DETAILED EXPLORATION

In October 2004 IMPACT Silver prioritized exploration targets identified during
Phase 1 and began a four month exploration program of detailed work on priority
areas as well as a large soil grid over the Lipton-Compadres Veins systems
(Figure 7). Much of this work consisted of mapping and sampling of historical
mine workings. Mapping, trenching and sampling was also carried out over
areas of surface mineralization and targets outlined by soil sampling. The main
objective of Phase 2 was to define drill targets

PHASE 3 DRILLING

Between February 27 — April 20, 2005, IMPACT Silver carried out a 12 hole
1,866m core drilling program on targets in the Compadres and Cometa Navideno
areas. The drill contractor was Energold Drilling whose parent company,
Energold Mining (TSX.V: EGD), owns approximately 32% of the outstanding
shares of IMPACT Silver. The drilling of all holes and sampling of the first ten
holes were directly supervised by Nigel Hulme, P.Geo. and George Gorzynski,
P.Eng., both Qualified Persons under the meaning of National Instrument 43-101
and both employed by IMPACT Silver. The author supervised the sampling of
the last two drill holes and oversaw chain of custody procedures for shipment of
samples from the last seven holes.

PHASE 4 DETAILED EXPLORATION

During May-August 2005 IMPACT Silver continued detailed mapping, sampling
and trenching in areas of old mine workings and soil anomalies, sampled the two
main tailings impoundment areas (under the direct supervision of the author) and
completed the Cuchara Mine area soil survey. The main objective of the

Phase 4 program was the definition of additional drill targets.

Helen Grond, P.Geo. September 6, 2005
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8.2 EXPLORATION RESULTS
8.2.1 SAMPLING OF MINE WORKINGS

Phase 2 and 4 field work investigated in detail over 30 recent and old mine
workings and mineral prospects. Two of these were drill tested during Phase 3.
Highlights of this work include the following:

COMPADRES MINE — SILVER SHOOT No. 1

At the Compadres Mine underground sampling of active mine workings by
IMPACT Silver has returned values ranging from 680g/t silver and 0.30g/t gold
over 0.9m true width on Level 1 to 12,591g/t silver and 12.07g/t gold over 1.67m
true width on Level 3. At the time the author visited the site, Silver Shoot No. 1 at
the Compadres Mine had been mined on Levels 1 to 3 (about 10m apart) over a
widths of 2-3m and strike lengths of 30 to 40m and mining had begun on Level 4
(Figures 8, 9A, 9B). IMPACT Silver had also drilled four core holes beneath the
area of the mine in early 2005. This work outlined several stacked veins
(referred to as the “Compadres Vein System”) some with very high grade silver
mineralization. Results from IMPACT Silver sampling of the mine levels and the
drill holes is shown in cross sections on Figures 9A and 9B. While on site the
author oversaw collection of a 15kg sample taken from rock that had been mined
from between Levels 3 and 4. This sample assayed 5,476 g/t silver,

0.09 g/t gold, 3.887% zinc and 2.83% lead, similar to values reported by IMPACT
Silver for this area.

Extensions and repetitions of this high grade mineralization at the Compadres
Mine are prime exploration targets on the property.

SOLEDAD ZONE

The Soledad Zone is located 200m southeast of the Compadres Mine on the
same Compadres Vein System (Figure 10). On surface the Soledad area is
marked by an old shaft which is approximately 2.5x2.5m square and at least 50m
deep. IMPACT personnel were able to collect samples from a vein at depths of
4m and 15m down the shaft that assayed 91g/t silver, 0.98g/t gold across 1.2m
true width and 352g/t silver, 0.28g/t gold across 0.8m true width respectively. A
grab sample from the waste dump beside the shaft assayed 321g/t silver, 0.12g/t
gold. In March 2005 five core holes were drilled by IMPACT Silver beneath and
in the vicinity of the Soledad shaft. They intersected several veins with
significant metal values (Figure 10) as well as hitting three open voids in old mine
workings, the deepest at 130m below surface. The deepest intersections at
Soledad are at the elevation of the top of the nearby Silver Shoot No. 1
mineralization suggesting that higher grades may be present at greater depth in
this Soledad Zone.

Helen Grond, P.Geo. September 6, 2005
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COMETA NAVIDENO VEIN

The Cometa Navideno Vein is a north-south oriented vein located about one
kilometer north of the Compadres Mine (Figure 6). The Santiago Vein is a
smaller splay that connects to the Cometa Navideno Vein. In a news release
dated November 16, 2004 IMPACT Silver reported that the average of seven
chip samples collected along a 40m long section on the Santiago Vein in old
underground mine workings was 235g/t silver and 0.31g/t gold across 0.9m (true
width) ranging up to a high of 1,320g/t silver and 0.99g/t gold across 0.3m (true
width). A grab sample from a local small mine dump returned 345g/t silver,
0.27g/t gold, 3.18% zinc and 0.67% lead. In April 2005 IMPACT Silver drilled two
core holes beneath the old mine workings. The shallower hole returned low
grades while the deeper hole intersected the vein 120m below the old mine
workings and assayed 7.26% zinc, 7.45% lead, 75g/t silver and 0.59g/t gold
across 0.65m. The author supervised the on site processing of this drill core.
These results probably indicate that the second hole tested a deeper base metal
rich portion of the vein.

GUADALUPE MINE - LIPTON DEL BAJO VEIN

In late 2004 mine staff discovered the Lipton del Bajo Vein on the 195m Level of
the Guadalupe Mine (Figure 6). This vein is a splay off the main Lipton Vein that
was the source of much of the district’s silver production in the 1970’s and
1980’s. Since the new discovery mining has been carried out 10m above the
195m Level on a 2m wide by 100m long mineralized shoot where it joined the
Lipton Vein. A ramp has been excavated to continue mining 10m below the
195m Level where mine staff have discovered a second parallel 1.5m wide vein
east of the Lipton del Bajo Vein. Sampling on the 195m Level by IMPACT Silver
soon after the vein was discovered returned variable assays ranging from 589g/t
silver, 15% zinc and 9.9% lead across 1.5m to less than 100g/t silver with low
base metal values. Overall grades are reported to be favourable for mining by
mine staff. There has been no drilling or other exploration on the Lipton del Bajo
Vein beyond the active mine workings.

CUCHARA MINE AREA

The Cuchara Mine was host to a large 4-6m wide, 150m long, 230m high ore
shoot that was recently mined out. IMPACT Silver personnel have been carrying
out exploration work in the vicinity of the mine consisting of soil sampling,
mapping and rock sampling. The soil sampling outlined a large very anomalous
area (Figure 7) which initial investigations indicate is due to numerous veins and
old mine waste dumps. The most significant of the veins mapped here to date is
the Condesa Prospect. This is an old mine working located 360m southwest of
the Cuchara Mine. Assays from seven underground chip samples along the 55m
long exposed portion of the main vein at Condesa are reported by IMPACT Silver
to average 363g/t silver and 0.03g/t gold across 0.8m true width ranging up to a
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high of 992g/t silver and 0.05g/t gold across 0.25m true width. Numerous other
veins have been mapped in the area and although most found to date are narrow
the area continues to be a target for further exploration.

LEONA VEIN — SM SHOOT

The Leona Vein is located in the west-central sector of the property (Figure 6).
The SM Silver Shoot on the vein was in production between 1997-2000 and
according to mine staff produced approximately 100,000 tonnes grading 320g/t
silver, 2% zinc and 1% lead. Mining occurred from surface to a depth of 140m
where faulting caused the vein to pinch. Several years ago an exploration
crosscut from the Guadalupe Mine was excavated and the SM Silver Shoot was
found again at a depth of 300m below surface. IMPACT Silver personnel
collected two samples 10m apart from this 300m level of SM Shoot which
assayed 159¢/t silver, 0.81g/t gold, 1.14% zinc and 3.98% lead across 1.0m and
669/t silver, 0.46g/t gold, 5.48% zinc and 0.62% lead across 1.0m. This
exposure confirmed that the SM Shoot did not end at the fault on the 90m level
but continued to depth to at least 300m. The 160m interval between the 140m
and the 300m level workings as well as areas below the 300m crosscut represent
untested targets for drilling.

LEONA VEIN - PROVIDENCIA STOPE

The old Providencia mine workings are located on the Leona Vein 700m south of
the SM Shoot. In a news release dated February 28, 2005 IMPACT Silver
reported observing a large 50x2x20m+ high stope which could not be sampled
due to unsafe loose backfill rock above. However five samples collected from
other parts of the vein and its splays away from the stope averaged 281g/t silver
and 0.9g/t gold across 0.85m (true width) and ranging up to 760g/t silver and
1.7g/t gold across 0.9m (true width). A sample of the old mine backfill waste rock
assayed 2069/t silver and 9.67g/t gold. The drill target at Providencia is the
extension of the mine stope below the water table which does not appear to have
been disturbed by historic mining.

NEGRA VEIN

The Negra Vein is located in the western portion of the property (Figure 6). The
vein is exposed in a small open pit mined in the 1980’s and an old underground
drift mine located about 100m below the open pit. The small open pit measures
about 120m by 100m and was mined to a maximum depth of only about 25m.
Mapping by IMPACT Silver in the open pit revealed a 50m wide zone of
mineralization consisting of a central steeply dipping vein enveloped on both
sides by about 25m of small stockwork veinlets. The open pit is marked by
mixed andesite and black schist host rocks with the better mineralization
occurring in andesite (see Section 6.2). Sampling by IMPACT Silver across a
1.4m partial exposure of the central vein in the open pit assayed 292g/t silver and
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0.07g/t gold. The average of three selected samples across parts of the
stockwork vein envelopes in andesite host rock averaged 121g/t silver across
4.9m but samples collected from stockwork hosted by black schist all returned
low values. The old drift mine 100m below the open pit was entirely in andesite
and exposed a well defined section of the vein. A single sample collected by
IMPACT Silver from this section assayed 132g/t silver, 0.13g/t gold, 7.39% zinc
and 2.22% lead over 1.6m.

CHIVO WORKINGS

The Chivo workings lie on the Compadres Vein System 1.3km north-northwest of
the Compadres Mine (Figure 6). IMPACT Silver personnel report finding two
parallel north-trending veins here about six meters apart. The western vein
assayed 1,095g/t silver and 0.38g/t gold across 1.25m true width and the wall
rock beside the vein assayed 463g/t silver and 0.477g/t gold across 2.2m true
width. Further access to this area was blocked by collapsed mine workings.
From the eastern vein six channel samples were collected over a strike length of
40m and averaged 175g/t silver and 0.92g/t gold across 1.54m true width ending
at a collapse in the mine drift. Host rock between the two veins contains 10-35%
small veinlets and assayed 83g/t silver and 0.57g/t gold across 6.35m. A
channel sample from one of the veins exposed on surface above the Chivo
workings assayed 2,640g/t silver and 1.36g/t gold across 0.85m. Local mapping
indicated this area is probably the intersection zone between a small northwest-
trending vein and the two north-trending veins. The similar structural setting and
local high grade silver values indicate the Chivo section of the Compadres Vein
System may have potential to host a high grade mineralized shoot.

SANTA ISABEL WORKINGS

The Santa Isabel workings are located 1.2km west of the Guadalupe Mine portal
(Figure 6). IMPACT Silver personnel were able to partially sample the remnants
of an old mined out 2m wide stope to a point where the workings were collapsed.
The portion of the stope that was accessible to sampling averaged 8309/t silver
and 0.56g/t gold across 0.8m true width over a length of 50m in nine samples
ranging up to 3,020g/t silver and 0.13g/t gold across 0.7m true width. This zone
does not appear to have been mined below the level sampled and is a target for
drilling.

Many other old mine workings and exploration targets developed from surface
mapping remain to be mapped and sampled in detail on the property.
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8.2.2 SOIL SAMPLING

During Phase 2 soil sampling grids were run over the trend of the Lipton and
Compadres Veins from the Guadalupe Mine 5.6km southeast to a point
southeast of the Compadres Mine (Figure 7). Soil anomalies in silver and
associated elements such as gold, lead and zinc occur over known areas of
silver mineralization such as Silver Shoot No. 1 at the Compadres Mine. Other
anomalies occur in less well explored areas. During Phase 4 a soil sampling grid
covered the Cuchara Mine area and outlined a large area of anomalous soil
values in silver and associated elements. Some of these anomalies have been
investigated and are described further in Section 8.3.2 while others have yet to
be explored.

8.2.3 SAMPLING OF TAILINGS

While on site the author personally supervised hand-auger sampling of the upper
2-5m portions of the two tailings impoundment areas near the processing plant
site. The average of assays from 15 auger holes in the upper tailings area was
0.23g/t gold and 87.4g/t silver. The average of assays from 23 auger holes in the
lower tailings area was 0.48g/t gold and 16.9g/t silver. Overall averages for both
areas were 0.39g/t gold and 41.0g/t silver.

8.2.4 OTHER FIELD WORK

During Phase 2 and 4 field work IMPACT Silver began a program of surface
mapping that includes tracing the major veins across the property. The eventual
objective of this program is to complete detailed mapping over the entire
property. To date this work has been largely completed in the vicinity of the
Compadres Mine and Cometa Navideno Vein.

8.3 INTERPRETATION OF RESULTS
8.3.1 BEDROCK EXPLORATION

Over the past year IMPACT Silver has had good exploration success on the
Royal Mines of Zacualpan Project. Some advanced stage prospects have been
better defined, a number of areas have been identified as drill targets and other
early stage areas have been identified as targets for additional exploration.

Advanced stage exploration included drilling down dip extensions of Silver Shoot
No. 1 at the Compadres Mine which found a series of stacked mineralized veins
with some very high grade results (Figures 8, 9A, 9B). The best intersections
came from the deepest holes which included 3,234g/t silver and 0.41g/t gold over
1.6m (estimated true width) in hole Z05-02 and 2,713g/t silver and 0.36g/t gold
over 4.4m (estimated true width) in hole Z05-04. These results demonstrate
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good continuity to the mineralization. Good continuity of mineralization to vertical
depths of 230-300m is characteristic of larger ore shoots mined elsewhere in the
district.

Intermediate stage exploration tested the Soledad zone. Drill results indicate that
this zone may be the top of another high grade mineralized shoot similar to Silver
Shoot No. 1 at the nearby Compadres Mine.

Mine staff discovered the Lipton del Bajo Vein on the 195 Level of the Guadalupe
Mine which is now in production. The discovery of this previously unknown vein
demonstrates the potential for new discoveries even in areas that have seen
intense historical mining such as this part of the Guadalupe Mine and the need
for more exploration especially underground drilling in modern and historical
mine workings in search of parallel veins.

Early stage exploration consisted of both testing historic mine workings and
prospective new areas identified by mapping and soil sampling. This work has
identified many exploration targets some of which are prospective drill targets.
These include the high grade discoveries in the Chivo workings and the Santa
Isabel workings (see Section 8.2.1). The success in rapidly bringing early stage
prospects to drill ready targets is partly due to the use of modern exploration
techniques and concepts in an old underexplored mining district. The discovery
of untested high grade mineralization away from the active mine workings
indicates potential for new economic discoveries in early stage target areas.

8.3.2 INVESTIGATION OF SOIL ANOMALIES

Soil sampling has been shown to be an effective tool in outlining exploration
target areas. The soil grids completed to date have successfully outlined known
areas of significant mineralization as well as identifying relatively untested
exploration targets (Figure 7).

Several areas of silver-in-soil anomalies have been investigated in at least
preliminary fashion.

The large anomaly over the Pino de los Perez area was found to be underlain by
the main Lipton Vein structure and several smaller veins in various orientations.
There are few historic mine workings in this area. Sampling of veins mainly in
surface outcrops by IMPACT Silver returned many low metal values with only a
few higher values including 2,050g/t silver and 2.02g/t gold across 0.25m true
width and 587g/t silver and 0.12g/t gold across 1.20m true width. Investigation of
this area has yet to explain the full extent of this large soil anomaly.

The large area of soil anomalies in the immediate Cometa Navideno area
(Figure 7) was partially tested during the drill program and found to be caused by
numerous small veinlets (typically less than 15cm in width) locally carrying
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elevated values in silver, gold and base metals over very narrow (less than 0.2m)
widths.

A large area of soil anomalies occurs along the creek southwest of the Cometa
Navideno Vein area (Figure 7). Veins in bedrock such as Compadres and Lipton
cross the area and may contribute to the soil anomalies but much of the
anomalies are probably due to contamination from two historic processing plants
dating back to at least the 1800’s whose remnants can still be seen in the area.
Trenching by IMPACT Silver in this area exposed several secondary veins all of
which returned less than 100g/t silver.

Some potential sources of the large intense soil anomaly over the Cuchara Mine
area are discussed above in Section 8.2.1. Further work is planned for this area.

Other soil anomalies have yet to be investigated. Soil anomalies investigated to
date were found to have their sources in nearby veins in bedrock, old mine
workings or contamination from historic processing plants.

8.3.3 TAILINGS SAMPLING

Sampling by hand auger of the upper 2-5m of the two tailings disposal areas
returned moderately significant values in silver and gold (see Section 8.2.3) but
the economic viability of a potential tailings reprocessing operation can only be
determined by drilling of the tailings from top to bottom (estimated depths are 30
to 50m) accompanied by metallurgical and engineering studies. This sampling
has indicated that further work may be warranted on the tailings. Final
recommendations for and supervision of such work should be carried out by a
qualified mining or metallurgical engineer.

8.3.4 EXPLORATION POTENTIAL

Past mining and recent exploration and mine development have demonstrated
that the Royal Mines of Zacualpan Project has strong potential for discovery of
both large tonnage (100,000 tonne plus) medium grade ore shoots (such as in
the Guadalupe Mine) and smaller tonnage very high grade ore shoots (such as
the Compadres Mine).

The overall context of the project is an active mining and processing operation
with potential for discovery of additional ore shoots. The presence of the active
mining and processing operations on the property reduces the threshold size and
grade needed for discoveries of economic mineralization. (IMPACT Silverin a
news release dated June 15, 2004 report that cut off grade (the economic
threshold for mining and processing) at the mine was equivalent to 230g/t silver
or about US$44 per tonne at then prevailing metals prices and operational
practices at the mine).
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9.0 SAMPLES AND DATA VERIFICATION
9.1 SAMPLING METHOD AND APPROACH

In total 1,953 chip, channel and grab rock samples were collected to date from
historical mine workings, prospects, trenches, road cuts and outcrops. Most
samples were chip and channel samples collected over continuous
representative intervals using a geological pick and rock chisel.

In total 1,631 soil samples were collected to date using a soil mattock. Most
were samples from the B-horizon of the soil profile on 25x100m or 25x50m grids.
Soil sampling grids covered the trend of the Lipton and Compadres Vein trends
from the Guadalupe Mine 5.6km southeast to a point southeast of the
Compadres Mine and the Cuchara Mine area (Figure 7). Soil lines varied from
0.3-2.2km in length and in total covered an area of approximately 320 hectares.

In total 389 drill core samples were collected from 12 holes at the Compadres
Silver Shoot No. 1, Soledad Zone and Cometa Navideno Vein. Recoveries were
typically better than 90%. All drill core was NTW size (5.71cm diameter). Half
core samples were collected with a rock saw, tagged for identification and placed
in sample bags closed with a cable tie. The remaining half core is stored on site
for future reference.

In total 165 samples were collected from 38 auger holes in the two tailings
impoundment areas near the processing plant. Samples were collected at one
meter intervals in vertical holes made with a hand screw auger. Holes were
driven to five meters where possible.

9.2 SAMPLE PREPARATION, ANALYSES AND SECURITY

After collection samples were organized and stored at the IMPACT base camp
until shipment. All samples were shipped to the ALS Chemex preparation
laboratory in Guadalajara (Mexico). Soils were sieved to recover the —80 mesh
fraction pulp for analysis. Rocks, drill core and tailings were fine crushed (70%
passing a 2mm screen), pulverized (85% passing a 75 micron screen) and a pulp
split separated for assay by a riffle splitter. All pulps were shipped to the ALS
Chemex laboratory in North Vancouver Canada for assay and analysis. For all
rocks, drill core and tailings a 30 gram split of each was assayed for gold and
silver by standard fire assay and a 10 gram split was analysed for an additional
30 elements by ICP spectrometry. Soils were analyzed for gold, silver and an
additional 30 elements by ICP spectrometry.

In the opinion of the author the sampling, sample preparation, security and
analytical procedures were of a standard acceptable for the planned targeting of
drill holes and other future exploration work including the recommended
exploration program in Section 11.0 of this report.
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9.3 DATA VERIFICATION

Most of the assay and analytical data in this report was taken from ALS Chemex
laboratory certificates addressed to IMPACT Silver. Through personal
observation and sampling the author has verified a selection of the large data set
collected by IMPACT Silver. The author personally supervised the exploration
work during 15 days spent on the property and is directly responsible for data
reported from sampling of the tailings area, the Lipton-Compadres Vein
intersection area and sampling of drill holes Z05-11 and Z05-12. The author also
supervised the collection of a 15kg sample from between Levels 3 and 4 of the
Compadres Mine for metallurgical testing and personally transported it to
Vancouver. This metallurgical sample was assayed at IPL Laboratories in
Vancouver and returned 5,476 g/t silver, 0.09 g/t gold, 3.887% zinc and

2.83% lead. These are similar values to those reported by IMPACT Silver for this
location. (Metallurgical test work on this sample is ongoing.)

A total of 5% gold and silver assay standards and 5% assay blanks were inserted
into every rock and drill core sample shipment as a quality control measure by
IMPACT Silver and the author while on the project site. IMPACT Silver reports
that these measures found no material quality control problems with regard to the
assay data.

10.0 CONCLUSIONS

1. IMPACT Silver Corp. has an option to purchase the Royal Mines of
Zacualpan Project, an active mining operation with a processing plant rated at
500 tonnes per day (but operating at less than half capacity) and a large land
position.

2. The 124.5km2 property including concession applications covers most of the
mining district. Over 100 mineral prospects have been catalogued on the
property.

3. The property has seen recent exploration success. In early 2005 drilling on
down dip extensions of Silver Shoot No. 1 at the Compadres mine found a
series of stacked mineralized veins. The best intersections came from the
deepest holes which included 3,234g/t silver and 0.41g/t gold over 1.6m
(estimated true width) in hole Z05-02 and 2,713g/t silver and 0.36g/t gold over
4.4m (estimated true width) in hole Z05-04. Other prospects sampled in the
course of field work to date have also returned significant metal values.

4. The property is historically underexplored and has strong exploration potential
with many advanced to early stage exploration targets. Soil sampling,
detailed mapping, trenching and drilling utilizing the Zacualpan Mining District
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Exploration Model have proven to be the most effective exploration methods
in work to date on the property.

5. The objective of the continuing exploration work is the discovery of new
potentially economic silver-gold-base metal deposits and preliminary
assessment of the size and grade potential of known deposits and prospects.
The results of this work program will likely be a key factor in IMPACT Silver’s
decision on the potential purchase of the Zacualpan assets.

11.0 RECOMMENDATIONS AND BUDGET

The Royal Mines of Zacualpan Property does not have a known body of
commercial ore as defined in National Instrument 43-101 but mining and
processing operations have been carried on almost continuously since the early
1970’s. This recommended program describes an exploratory search for ore and
better definition of the known deposits. The recommended program outlines a
systematic approach to continued exploration and evaluation of the precious and
base metal potential of the property as well as expanding known areas of
mineralization.

A two phase program of exploration (Phases 5 and 6) is recommended for the
property. The program builds on the work carried out to date and utilizes criteria
from the exploration model described in Section 6.2.

The overall objective of the recommended work program is the discovery of new
potentially economic silver-gold-base metal deposits and preliminary assessment
of the size and grade potential of known deposits and prospects.

Phase 5 is a program of surface and underground exploration with an emphasis
on mapping, rock sampling and soil sampling of early to advanced stage target
areas. The objectives of the Phase 5 program are definition and prioritization of
drill targets for Phase 6 and investigation of select areas on the large property
that have not yet seen more detailed exploration.

Phase 6 consists of two parts to be carried out more or less at the same time.
Phase 6 is not contingent on the results of Phase 5 but may proceed at the
completion of Phase 5. Results of work on the property to date justify such a
continuation and only prioritization of drill targets may change with consideration
of Phase 5 results.

Phase 6A is mainly a program of core drilling designed to expand known zones
of mineralization, to carry out initial tests of new zones discovered in the field
work of previous phases and to test buried targets based on the Zacualpan
Mining District Exploration Model. When results have been received for Phase 5,
drill targets should be prioritized based on all results received to that time. The
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Phase 6A drill program may be done in two parts with a pause in between to
assess results from the first part before proceeding with the second part. Some
of the drill targets may be better or more economically drilled from underground.
In such a case if the mine’s underground drill is available at an acceptable cost, it
may be used to drill some of the drill meterage budgeted in Phase 6A.

Phase 6B should be carried out simultaneously with Phase 6A. Phase 6B is a
continuation of the Phase 5 field work with a bias toward detailed investigations
of intermediate to advanced targets.

RECOMMENDED BUDGET

A two phase exploration program is recommended.

Phase 5: Field investigations (Duration — 90 days)

Mapping, rock sampling, soil sampling.

Field exploration @US$60,000 per month all in

includes 1 senior Canadian QP, 1 senior Mexican geologist,

2 junior Mexican geologists, field assistants as required: US$ 180,000

Total Phase 5 US$ 180,000.

Phase 6: Core drilling, continued field investigations (Duration — 90 days).

Phase 6A: Core Drilling

Core drilling of 6000m @ US$150/m all in US$ 900,000.
Phase 6B: Continued field exploration

Field exploration @US$60,000 per month all in US$ 180,000.
Total budget to complete Phase 5 & 6 program US$ 1,260,000

It is the opinion of the author that the property is of sufficient merit that the
recommended budget as outlined above represents a worthwhile and sensible
exploration program if carried out by qualified competent personnel. Note this
budget only addresses the exploration aspects of the project. It does not include
engineering studies, metallurgical testing or other corporate and technical due
diligence work which are also in IMPACT Silver’s plans for evaluating the
property and making a purchase decision on the Zacualpan assets.
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CERTIFICATE OF ANALYSIS
iPL 05F1197

'§G_4 J-a?‘
IS0 9002:1984

2036 Columbia Street
Vancouver, B.C.
Canada V5Y 3E1
Phone (604) 879-7878

Fax  {604) 879-7898
INTERNATIONAL PLASMA LABORATORY LTD. Process Research Associates Ltd FM 64220 Email lplab@telusne’(
Project:0404705 Ship#
Print: Jul 12, 2005 In: Jun 07, 2005 Page 1 of 2
1 Samples 1=Pulp 1=Repeat 1=Std iPL [119717:54:27:50071205:006]

Symbol Pulp Repeat Std iPL Limit Limit

Unit Head RE Head FA STDPM1105 Low High
As % 0.11 0.11 — g.01  100.00
Zn % 3.887 3.896 — 0.001 100.000
Pb % 2.83 2.79 — 0.01  100.00
Sb % 0.068 0.070 — 0.001 100.000
S(tot) % 5.55 5.55 — 0.01 100.00
S(-2) % 5.29 5.30 — 0.01  100.00
C Tot % 1.38 1.38 — 0.01 100.00
C(0Oxg) % 0.37 0.37 — 0.01  100.00
Au g/mt 0.09 0.09 0.06 0.01 5000.00
Ag g/mt 5476.5 5475.9 134.9 0.3  9999.0
Al ppm 39959. 40585. —_ 100.  50000.
Sb ppm 668. 672. — 5. 2000.
As ppm 20. 17. o 5. 10000.
Ba ppm 323. 322. — 2. 10000.
Bi ppm <2. <2. —_ 2. 2000.
cd ppm 200.4 203.9 —_ 0.2 2000.0
Ca ppm 40361. 40954. —_ 100.  100000.
Cr ppm 55. 50. —_ 1. 10000.
Co ppm 20. 20. —_ 1, 10000.
Cu rpm 1195. 1209. — 1 20000.
Fe ppm 5.82% 5.96% - 100. 50000.
La ppm 9. 9. — 2. 10000.
Pb ppm 2.81% 2.77% — 2. 10000.
Mg ppm 17027. 17044. — 100.  100000.
Mn ppm 3040. 3084. — 1. 10000.
Hg ppm <3. <3. — 3. 10000.
Mo ppm <1. <1. — 1, 1000.
Ni ppm 27. 27. — 1. 10000.
P ppm 438. 449. —_ 100. 50000.
K ppm 32072. 32374. —_ 100.  100000.
Sc ppm 11. 11. _— 1. 10000.
Ag ppm 1.3m 1.3m — 0.5 500.0
Na ppm 3434. 3420. — 100.  100000.
Sr ppm 60. 60. — 1. 10000.
Tl ppm <2. <2. — 2. 1000.
Ti ppm 2904. 2951. —_ 100.  100000.
W ppm <5. <5. — 5. 1000.
v ppm 98. 99. — 1. 10000.
zZn ppm 3.8B1% 3.79% —_ 1. 10000.
Zr ppm 36. 37. — 1. 10000.

o [l

——=No Test Ins=Insufficient Sample Del=Delay Max=No Estimate Rec=ReCheck m=x1000 %=Estimate % NS=No Sample

BC Certified Assayer: David Chiu




Fﬂﬁn
LHUB

¢

{NTERNATIONAL PLASMA LABORATORY LTD.

CERTIFICATE OF ANALYSIS
iPL 05F1197

2036 Columbia Street
Vancouver, B.C.
Canada V5Y 3E1
Phone (604) 879-7878
Fax (604) 879-7898

Process Research Associates Ltd FMe4220  Email iplab@telus.net
Project:0404705 Ship#
Print: Jul 12, 2005 In: Jun 07, 2005 Page 2 of 2
1 Samples 1=Pulp 1=Repeat 1=std iPL [119717:54:27:50071205:006]
Symbol Std iPL Limit Limit
Unit FA STDPM1105 REF Low High
As % — 0.01 100.00
Zn % — 0.001 100.000
Pb % — 0.01 100.00
Sb % —_ 0.001  100.000
S(tot) % — 0.01 100.00
5(-2) % —_ 0.01 100.00
C Tot % — 0.01 100.00
C(0Org) % — 0.01 100.00
Au g/mt 0.06 0.01 5000.00
Ag g/mt 136.4 0.3, 9999.0
Al ppm — 100. 50000.
Sb ppm — 5. 2000.
As ppm —_— 5. 10000,
Ba ppm — 2. 10000.
Bi ppm —_ 2. 2000,
cd ppm o 0.2 2000.0
Ca ppm — 100.  100000.
Cr Ppm — 1. 10000.
Co Ppm — 1. 10000.
Cu ppm — 1. 20000.
Fe ppm —_ 100. 50000.
La ppm —_ 2. 10000.
Pb ppm — 2. 10000.
Mg ppm —_ 100.  100000.
Mn ppm — 1. 10000.
Hg ppm —_ 3. 10000.
Mo Ppm — 1. 1000.
Ni ppm — 1. 10000.
P ppm — 100. 50000.
X ppm —_ 100.  100000.
Sc ppm —_ 1. 10000.
Ag ppm 136.4 0.5 500.0
Na ppm — 100.  100000.
Sr ppm _— 1. 10000.
T ppm — 2. 1000.
Ti Ppm — 100.  100000.
W ppm — 5. 1000.
v ppm — 1. 10000.
Zn ppm — 1. 10000.
Zr ppm — 1. 10000.

—=No Test Ins=Insufficient Sample Del=Delay Max=No Estimate Rec=ReCheck m=x1000 %=Estimate % NS=No Sample

BC Certified Assayer: David Chiu






