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Location

The Cajueiro exploration project is located in Brazil along the border between the states of Para and Mato Grosso, within the Juruena -- Teles Pires Gold

Province. ECI controls 5 exploration permits totalling 26,712 hectares. The Cajueiro property area has gently undulating topography with low hills separated by

perennial and ephemeral stream valleys vegetation over roughly 60% of the project area is virgin tropical jungle with tree canopy up to 30 meters high. The rest of

the property has been cleared and planted with grass to create pasture land for cattle. Road access and local infrastructure are good. Exploration work can

readily be carried out on the Cajueiro property year round.

History

The Cajueiro property is located in the Juruena Gold Province, which saw a major gold rush by artisanal miners from the late 1970's until the late 1990's.

Historical gold production in Juruena is estimated at 7 to 10 million ounces.

The Cajueiro properties have produced artisanal gold since the late 1970's. Both alluvial and primary deposits were worked during this period, with estimated 8

tons of gold produced. At the height of mining activities in the 1980's some 2000 "garimpeiros" were active on the property. Gold was produced from hydraulic

mining of mineralized drainages which dissect the area and from the saprolitic horizons of mineralized fracture zones.

Brazilian monetary policy changes in 1991 eliminated the artificially high internal gold price in Brazil, and substantially increased the price of diesel. This caused

an immediate reduction in mining activity in the area. Minor garimpeiro activity continued until 1999 when lower international gold prices ended local activity.

On September 16, 2004, Magellan Minerals Ltd. entered into a letter of intent with Carlos Ulema and Elvio Schelle (the "Optionors") whereby Magellan was

granted an option to earn a 100% interest in two exploration licenses underlying the Cajueiro project and one other property.

Title

Through its Brazilian subsidiary, ECI owns 100% of the project, which consists of 5 exploration permits totaling 26,712 hectares.

Documentation required to register the transfer of the Cajueiro project to ECI has been submitted, and the Brazil National Department of Mineral Production is

currently processing the transfer to ECI.

Regional Geology

 

The Cajueiro project lies within the Amazon Craton, in the area known as the Juruena Arc, which is Proterozoic in age. The arc has a NW-SE structural trend, and 

is composed of two crustal segments: granitic-volcanic and medium to high grade metamorphic rocks. The granite-volcanic group monzonites and monzonite 

granites are of the Juruena and Paranaita Suites, and are associated with acid and intermediate volcanics of the Colider Suite, where rhyolites, rhyodacites, 

andesites and microgranites predominate.



 

The alkaline granites have intruded into rocks of the Colider Suite and the Granitoids of the Juruena Suite. Later sedimentation within this unit is marked by the

Transamazonic platform sedimentation of the Beneficente Group. 

Local Geology

The dominant rock types of Colider Suite rocks mapped in the project area are microgranite and rhyolite. Zones of hydrothermal alteration with sericite and minor

chlorite alteration have been recognized on surface within the granites and are in some cases coincident with fracture zones.

Rock samples collected from these zones, which display box-work after pyrite, gave high gold assays (up to104 gpt Au).

Four main structural trends control the location and orientation of drainages. Previous artisanal mining in these drainages has exploited the alteration zones

producing high grade gold from the saprolitic material. Localized gossanous boulders are also mapped over the areas of mineralized fracture zones. Garimpeiros

have mined placer gold in many drainages which likely overlie or are adjacent to bedrock mineralized zones.

Diamond drilling carried out on the Cajueiro property from March 2007 to May 2011 intercepted zones of strong hydrothermal alteration within the granites, where

sericite, chlorite, and pyrite alteration are predominant. The zones vary in width from 1 to 50 meters and are easily identified due to the strong color change from

red in unaltered rhyolite to green in the altered zones.

Drilling and Resource

ECI's exploration program to date has identified two mineralization types: 1) gold in quartz vein hosted mineralization with sericitic, chloritic, silicic and pyritic

alteration, and 2) disseminated gold in broader zones, up to 50 meters wide, also associated with sericite-chlorite-pyrite alteration. Both types of mineralization

are hosted in greenschist-grade metagranitic/rhyolitic rocks.

In 2010, ECI completed an 11-hole HQ-size diamond drill program for a total of 1728 meters, testing four apparent structures and one area with anomalous soil

sample results. The 2011 drill campaign is ongoing, and as of September 1, 2011 16 holes have been drilled and assay results were available for five of these

holes which were included in the resource estimate.

With only 4092.7 meters drilled to date in 27 diamond drill holes, the potential exists for further discovery of gold mineralization in fracture zones and wider,

lower-grade zones within the hydrothermally altered rocks of the Cajueiro project area. To date, the limited exploration program has identified three major fracture

zones, each with strike lengths between 500 and

1,000 meters, and two areas where disseminated gold mineralization of more than 30 meters width is associated with hydrothermally altered felsic igneous host

rocks.

As of September 1, 2011, drilling in the Crente prospect area was sufficient to complete an inferred mineral resource estimate. The other prospect areas at

Cajueiro have not advanced beyond the initial phases of exploration.

The Crente inferred mineral resource estimate is summarized below. This mineral resource estimate is based on all drill data available as of September 1, 2011.

Crente Inferred Mineral Resource Estimate Cutoff

Cutoff (g/t) Tonnes Au (g/t)
Contained Gold

(gm x 1000) (oz x 1000)

0.1 11,440 0.514 5,880.7 189.07

0.2 7,759 0.680 5,274.8 169.59

0.3 5,221 0.894 4,668.4 150.09

0.4 3,871 1.085 4,202.0 135.10

0.5 3,177 1.227 3,896.7 125.28
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