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Executive Summary

The Ganajur Main Prospect is located in the naréistern part of the Karnataka state
of India about 350 kilmetres from BangaloreDeccanExploration ServicesPrivate
Limited ( AE3PLO ,)a wholly owned subsidiary of Deccan Mines Private Limited

( fi D G M tuarently holdsanexploration licence (the Ganajiarajgi Prospecting
Licensg for gold covering the Ganajur Main prospect as weh Bew other prospects
DESPL is currently carrying out a mgtage exploration in the Prospecting License
area. DESPlhasalsoapplied foraMining Lease for the Ganajur Maprospect,
covering an are@.29 square kilmetres. .

Geologically, the tenement belontgsRanibennur Group of the late Archaean
DharwarShimoga (or the Shimoga) greenstone belheé\Western Dharwar Craton.
Thegeology of the craton comprises Archaean basement gneisses with multiple linear
greenstone belts intruded by younger granites.geodogy of the Ranibennur Group

in the prospect is dominated by belts of banded cherty iron formation \&itaist

mass of greywack&his ferruginous chert is characteristicsofphidefacies, as

pyrite, arsenopyrite and chalcopyrite form significamtponent. The sulphidic chert
unit is auriferous and gold mineralization, occurring as disseminations and fine
veinlets, demonstrate close association with the strong sulphidation. Mineralization is
mainly stratabound and dominantly confined to the sdipfacies banded iron

formation.

The preliminary exploration campaign included surface geological mapping, regional
geochemical study of stream sediments and rock chips, channel sampling, limited
Reverse CirculatiomiRC0) Drilling and Down the hole Hamer Drilling (f\DTHO).

This exploratory work helped to identify several gold bearing prospects within the
GanajurKarajgi Prospectinglicenseincluding the Ganajur Main Prospect. Later
DESPLexplored the Ganajur Main prospect further with infill RC and diagh

drilling. The exploration carried out iYESPLIed to the discovery dhe Ganajur

Main Prospeca new gold deposit with good exploration and development potential
Initial exploration commenced in 2004 with mapping, stream and rock chip
geochemical sidies and DTH sampling. RC sampling commenced in 2005 and follow
up core drilling started in 2009. Total drilling to date amounts to 649 metres of DTH,
1,219 metres of RC and 763.5 metres of core drilling. The DTH cuttings, RC chips and
cores were loggedhd sampled at the project site. Samples were shipped to Shiva
Analyticals in Bangalore for preparation and as&#/SPLimplemented and

maintained establishexperating procedurdsr logging, sampling, data acquisition

and database managemdédESPLimplemented limited external analytical quality
control measures

The surface and the subsurface exploration demonstrated a single tabular auriferous
sulphdic chert band, within the prospect boundary, of 450 metres of strike length with
considerable thicknesariation along strike and down the dip, ranging frafaw

metres tcafew tens of metres.

Mineral Resources have been estimated by SRK Consgltingpdi a) Limd. ( ASRI
accordance with the Australasian Code for Reporting of Mineral Resources and Ore
Reserves prepared in 2004 by the Joint Ore
interpolation was carried out using ordinary krigirigineral resources were classified

on the basis ajeological continuity, borehole spacing and variogragsylts
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The Mireral ResourcS&tatement for the Ganajur Main gold deposit presented in
Tablei is statecat acut-off grade of1.0 gram of gold per tonne within the defined
mineralization model assuming a gold price of US$1,00pece of gold and a
metallurgical recovery of 78 percent.

Table i: Mineral Resource Statement* Ganajur Main gold deposit,
India, SRK Consulting, March 30, 2010

Category Quantity Grade Contained metal
(tonnes) Gold Gold
(gpt) (ounce)
Indicated
Sulphide 1,430,000 4.45 204,600
Oxide 390,000 2.69 33,700
Total Indicated 1,820,000 4.07 238,300
Inferred
Sulphide 182,000 2.28 13,400
Oxide 136,000 3.04 13,300
Total Inferred 318,000 2.61 26,700

* Mineral resources are not mineral reserves and do not have demonstrated economic
viability. All figures are rounded to reflect the relative accuracy of the estimates. Reported at a
cut-off grade of 1.0 gram of gold per tonne assuming open pit mining scenario, a gold price of
US$1,000 per ounce of gold and 78 percent metallurgical recovery.

Mineral Resources are ndineralReserves and do not have demonstrated economic
viability. There is no certainty that all or any part of MeralResource will be
converted intdMineralReserve. SRK is not aware of any known environmental,
permitting, legal, title, taxation, soegEconomic, marketing or other relevant issues
that could potentially affect this estimateMineralResources. Thilineral

Resources may be affected by furtivdill and exploration drilling which may result

in increases or decreases in subsequent resource estimates

SRK expresses certanecommendations tDESPLdesigned to strengthemalytical
quality control measures and additioeaploratorydrilling to expand the size and
improve the delineation of the gold mineralization
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1 Introduction

The Ganajur Main Prospectasa resource delineation staige gold

exploration located in the Karnataka state of India. The propdmsidsy
DeccanExploration Services Private LimitddBESPLO ,)a wholly owned
subsidiary® Deccan Gol d GWeE)MLLi$ apubliced ( A D
company with shares listed dmetMumbai Stock Exchang®GML is

involved in gold exploration activities in the States of Karnataka, Andhra
Pradesh, Rajasthan and Kerala of IndiBSBL explored the area in and
around Ganajuir Karajgi villagesof HaveriDistrict in the northwest pauf

the Karnataka State and identified several gold occurrences, including the
Ganajur Main Prospect that is the prime focus for further exploration and
development work. BSR. was granted a Prospecting LicendBl(0) over

the Ganajur Main Gold Prospect &8 September, 2009 and the PL Deed has
since been executed with the Government of Karnataka on 25 September,
2009.

In December 2009, DGML commissioned SRK Consulting (Inidid)
(ASRKO) t o pMieemdreseurcaastimate forthe @GdnajuriMa
Gold deposit.

This technical repoidocuments theesource model constructed by SRK for
the Ganajur Main deposit. It was prepared following the guidelines of the
Australasian Code for Reporting of Exploration Results, Mineral Resources
and Ore Reserve 0 J ORC Codeod) .

1.1 Scope of Work

The scope of work as defined in the proposal presented to DGML on

November 11, 2009, involved the preparation of an irfimleral Resource

estimate for the gold mineralization delineated by surfhemnelsand drilling
andcompilation of an independent technical report in compliance with

Australasian Code for Reporting of Exploration Results, Mineral Resources

and Ore Reserve (0JORC Codeodo, 2004). T
of the following aspects of the project:

Topography, landscape, access;

Regional and local geology;

Exploration history;

Audit of historical exploration work;

Audit of exploration work carried out IYESPL;

Mineral Resource estimation for the Ganajur Main deposit;
Validation; and

Recommendatianfor additional work.
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1.2 Work Program

Theevaluation of theMineral Resource for the Ganajur Main gold depogis

a collaborative effort betweddDESPLand SRK personnel. The project
database was compiled BfESPLand audited by SRK. The geological model
and outlines for the mineralization were constructed by SRK in February 2010
with interactive discussions wihESPLpersonnel. The geostatistical

analysis, variography and grade models were completed by SRK during the
month of February 2010. Théinerd Resource statement was presented to
DESPLin March 2010.

The technical report was assembled in Kolkata, India during the month of
April 2010.

1.3 Basis of the Technical Report

This report is based on information collected by SRK during a site visit
performed in January 2010 and on additional information providddESPL,

and other information obtained from the public domain. SRK has no reason to
doubt the reliability of the information provided BYESPL

This technical report is based on the followiogrees of information:

e Discussions wittbESPLpersonnel,

¢ Inspection of the Ganajur Main project area, including drill core and
chips

¢ Review of the exploration data collectedbiSPL;and

¢ Additional information from public domain sources.

1.4 Qualification of SRK

The SRK Group comprises over 900 professionals, offering expertise in a wide
range of resource engineering discipl.@
ensured by the fact that it holds no equity in any project and that its ownership
rests solelyith its staff. This permits SRK to provide its clients with
conflict-free and objective recommendations on crucial judgment issues. SRK
has a demonstrated track record in undertaking independent assessments of
Mineral Resources and Mineral Reservesjgut evaluations and audits,

technical reports and independent feasibility evaluations to bankable standards
on behalf of exploration and mining companies and financial institutions
worldwide. The SRK Group has also worked with a large number of major
international mining companies and their projects, providing mining industry
consultancy service inputs.

The initial geological interpretation and the resource modelling work were
completed by Mr. Souvik Banerjee and Mr. Shameek Chattopadhyay under
supervgion of Dr. Jea#frrancois Couture, P.Geo (APGO#0197). This
technical report was compiled by Mr. Souvik Banerjee and Dr-Besrgois
Couture. By virtue of his education and relevant work experiemzk,
membership to a recognized professional associBiiodeanFrancois
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Coutur e, P. Geo (APGO #0197), an dlndep
term is defined by the JORC code.

Dr. Couture is a Principal Geologist with SRK Consulting (Canada) Inc. based
out of the Toronto, Canada office and has been employ&RK since 2001.

He has been engaged in mineral exploration and mineral deposit studies since
1982. Since joining SRK, Dr. Couture has authored aralitioored

independent technical reports on several exploration and mining projects in
Canada, Unitedt8tes, China, Kazakhstan, Northern Europe, South America,
West Africa and South Africa. Dr. Couture visited the Ganajur Main project
area in January 2010.

Mr. Souvik Banerjee is a Consultant Geologigth seven years of research
and industrial experiercas a geologist. His experience covers planning and
managinggreenfieldto brownfieldexploration projects and technical
evaluation of exploration and mining projediss skills include management
of exploration program, implementation and analysis afiuassurance and
quality control programs, geological modelling, geostatistical analysis and
mineral resource evaluation and resource modeliegs currently based at
SRK&s oKolkatace i n

Mr. Shameek Chattopadhyay, a Consultant Geolegibtseven years of

experience in industry and consultancy. Shameek has a broad range of
background, including planning and managing the exploration projects,

geological modking, geostatistical analysidesign of quality control

programsand resource estirtian. He is currently based
Kolkata.

1.5 Site Visit

Dr. JeanFrancois Couture and Mr. Souvik Banerjee visited the Ganajur Main
prospect in the first week January 2010; accompanied by Mr. S.C.R. Peshwa
(Director and Exploration ManagddESPL), Dr. V.N. Vasudeva (Exploration
Director,DESPL) and Dr. Harish Kumar (Senior GeologiSESPL).

The purpose of the visit was to review and audit exploration work completed
by DESPL, ascertain the geological and structural control of the Ganajur Main
gold deposit; and discuss geological and resource modelling work to be
undertaken by SRK (India).

SRK collected five verification samples for independent assaying. Two
samples replicated core sampling intervals of remaining half core and other
three hdi split of three reverse circulation chip samples. Samples were
submitted to Shiva Analytical (India) in Bangalore for independent analyses.
The purpose of the sampling was to verify the presence of gold.
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2 Reliance on other Experts

SRKO&s o pinedherein andeffactardarch 30 2010is based on

information provided to SRK bRESPLt hr oughout the cour se
investigations, which in turn reflect various technical and economic conditions

at the time of writing. Given the nature of the mininginess, these

conditions can change significantly over relatively short periods of time.
Consequently, actual results may be significantly more or less favourable.

This report includes technical information that may require subsequent
calculations talerive suktotals, totals and weighted averages. Such
calculations inherently involve a degree of rounding and consequently
introduce a margin of error. Where these occur, SRK does not consider them
to be material.

SRK is not an insider, associateaor affiliate of DESPL, and neither SRK nor
any affiliate has acted as advisoXBSPLor its affiliates in connection with

this project. The results of the technical review by SRK are not dependent on
any prior agreements concerning the conclusions tedmhed, nor are there

any undisclosed understandings concerning any future business dealings.

SRK has not researched ownership information such as property title and
mineral rights and has relied on information providedBSPLas to the
actual statusf the mineral titles.

SRK was informed b{pESPLthat there are no known litigations potentially
affecting the Ganajur Main project.

The competent person preparing this technical report is not expert in the
assessment of potential environmental lialeditassociated with the project.

As such, no verification was conducted by SRK and no opinion is expressed
regarding the environmental aspect of this exploration project.
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3 Property Description and Location

3.1 Land Tenure

The land tenure information presed herein is derived from communication
with DESPLpersonnel. The Ganajur Main project comprises two overlapping
tenementgTablel) situated near Ganajur village in Haveri Taluk and District

of Karnataka State: a Prospecting lé n s

e

(APLO) ,

2over i

square kilometres and initially granted to DESPL formally known as Indophil
Resources Exploration Services (India) Private Limited for gold and associated
minerals on September 10, 2010 by @@vernment of Karnatakar a period

of three year s;

and

an

appl i €89 Mi ne

squarekilometres Figurel). The ML was applied on June 8, 2006 to
Government of Karnataka for extraction of gold over a period of thirty years

Table 1: Ganajur Main Tenement Information

Concession Issued date

Expiry Date

Area

(km?) Ownership

Ganajur-Karajgi

Prospecting Licence September 10, 2009

Ganajur Mine Lease Applied in 2006

Three years from
date of execution

DESPL
(DGML)
DESPL
(DGML)

2.2

0.29

The PL covers the Ganajur Main gold prospect as well as few surrounding
discoveries and overlaps part of the applied ML. The Mining Lease covers
only the Ganajur Main prospect and extends further northwesterly bédyand
PL. The land within both the PL and ML is agricultural in character. The
Karajgi Reserved Forest is situated to the seat$t of the PL (Figure 1)he

PL has been approved by the Ministry of Mines on December 22, 2008 vide
letter N0.4/6/2008V1.1V and granted by the State Government of Karnataka
through a notification No.Cl.157:MMM.2005 dated September 10, 2009.
DESPL applied for the ML to Government of Karnataka on Br2906.

The boundaries of the ML are listedTiable2 and shown irFigure1.The
boundary corners are not marked on the groBRK understands that the
perimeterand boundary cornerd thegrantedPL andthe appliedML have not
been surveyedut are markedn Survey of Indid oposeet as required by

the Government of India.

Table 2: Location* of Corner Points of the Ganajur Main Prospect.

Corner UTM Zone Easting (m) Northing (m)
A 43 544,333.23 1,639,607.60
B 43 543,525.41 1,640,027.60
C 43 543,676.68 1,640,318.20
D 43 544,487.60 1,639,903.39

* UTM Projection Everest Datum, Zone 43N

JFCi SBi ab DGML_Ganajur Main_Mineral_resource_TR_DGML001_201000514.doc,

May 14, 2010

ng

Le



SRK Consulting

DGMLO01 i 3UD010.000 i Deccan Gold Mines Ltd
Ganajur Resource Estimation Technical Report Page 6

5¢0.000 mE

2 ]ur-Kara gi PL

[ 74

-+

LEGENDS

_-Vvesnx Consulting

z Exprean ard Sovetets

o —— 2 GANAJUR MAN GOLD DEPOSIT
Streams Aice: DENE- S S DECCAN GOLD MINES LTD.
Railways " Orawing: Sowk Banerge WARNATAKA, MENA;
Roads Projection: UTM Zone 43, Northern Hemisphere (Everast datum)

3.3

Figure 1: Location Map of the Ganajur Main Prospect.
Background DTM is derived from SRTM data.

3.2 Legal Aspects

The Ganajur Main prerty is subject to the regulations of the Mines &
Minerals (Regulation & Development) Act, 1957, the Mineral Concession
Rules, 1960 (as amended in 2001), and the Mineral Conservation and
Development Rules, 1988 of India.

Environmental Considerations

At this stage SRK is not aware of any environmental issues that need special
attention. Study and documentation of the effect of mining on the environment
and precautionary measures is a statutory procedure following a grant of a ML
in India.
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4  Accessibility, Climate, Local
Resources, Infrastructure and
Physiography

The Ganajur Main prospect is located in the naréistern part of the

Karnataka state. The area is generally a gently undulating plain with few
northwestsoutheast trending small ridges. The agerelevation difference is

in order of 50 60 metres. The landmass of the area is situated between the
elevations of 515 to 570 metres above mean sea level. The general slope in the
area is in northeast directioRigure2).

The Tungabhadra River, which is around 30 kilometres to the east of the
project, flowing on the eastern border of the &tedistrict is the only
perennial river. The Varada and Kumudvati rivers are major tributaries of
Tungabhadra and river Dharma a mdjdoutary of Varada drains the district.
All the rivers in the surrounding area together with their tributaries exhibit
dendretic drainage pattern and is a part of the Krishna main basin.

The main crops grown in the district are jowar, maize, cottorlychaddy,
ragi, pulses, groundnut, horse gram, sugarcane and sunflower. The area is well
irrigated by canals, dug wells and tube/bore wells.

The area enjoys sub tropical climate with temperatures ranging in between 18
and 40degreegentigrade. The raiafl varies in the region from over 903
millimetres in west (Haamal) to less than 592 ttimetres in east

(Ranebennur). October is the wettest month with normal monthly rainfall in all
hydrometeriological stations recorded in excess of 10inhmetres.

Ganajur Main prospect is well connected by road and railways and has
reasonable established infrastructure in place. GaNkur prospect is
locatedfive kilometres north of Haveri town (Figure 1)kaveri District of
Karnataka state on the National Higlyay connecting Bangalore and Pune
and 1.5 kilometres south east of Ganajur village. Haveri is around 350
kilometres from Bangalore and 80 kilometres south of Dhaferajgi

(3 kilometres from the prospect) and Haveri (5 kilometres) are the nearest
railway stations on the Bangalekéumbai broad gauge railway.
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Figure 2: Typical Landscape in the Ganajur Main Project Area. A.
Typical landscape looking north. B. On the southwest border of
the tenement. C. On the old workings of Karajgi Block 3. D. On the
exposure of auriferous banded sulphidic chert.
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5 History

5.1 General History

The area surrounding the Gandyliain prospect is known for ancient gold
mining. Particularly, the adjacent Karajgi block (another gold prospect within
the GanajwKarajgi PL) whereevidence of old workingexist Ancient shafts,
adits, waste dumps and pounding marks are still found to indilchibaining
activities.The Geological Survey of India has reported gold mineralization in
the Karajgi and Lakkikppa areas in Haveri and Hanagal taluks.

However the Ganajur Main prospect and the surrounding prospects are the
discoveries oDESPLand no previous exploration is reported.

5.2 Historic Resource Estimation

No historical resource estimation is availaldethe Ganajur Main deposit.

5.3 Work by DESPL

DESPL, under the Hagal Reconnaissance PerniiRP0), awarded by the
Ministry of Mines, Government of India @002 for 1,542square kilonetres
covering the Ganajur Main prospect, carried out initial explomaff he
Reconnaissance campaign included surface geological mapping, regional
geochemical study of stream sediments and rock chips, channel sampling,
limited Reverse CirculatioiRC0O) Drilling and Down the hole Hammer
Drilling (ADTHOQ). This exploratory wik helped to identify several gold
bearing prospects designated as Ganajur Main, South, South East, Central
prospects, Karajgi Main, Karajgi East and Hut prospects in the Ganajur
Karajgi area which are now include within the Gan#§arajgi Prospecting
License

Later DESPL explored the Ganajur Main prospect further svitface
channelinginfill RC and diamond drilling. The detailed exploration carried
out by DESPL proved the prospect to be a potential mineable resource.
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6 Geological Setting

6.1

Regional Geology

The Ganajur Main deposit falls within the broad geological domain of the
Dharwar Craton (Western Dharwar Craton, in particular). This Late Archaean
craton of Southerindia comprise$wo suits of basement gneisses providing
platform for an olderrd a younger greenstone province and several granitic
intrusions. The northern margin of the craton is concealed under younger
sedimenrary rocksand the Deccan Traps. To the east, Mdsoproterozoic
Cuddapah basin overlies the Dharwar rocks, and to tith,dbis bounded by
Neoproterozai Southern Granulite Terrain. The Dharwar Craton is divided
into two partsthe Western Dharwar CratofifDC0) and the Eastern

Dharwar CratonfEDCO) (Naqvi and Rogers, 1987). The cratons are separated
by the Chitradurg&hear Zone.

Figure 3: Simplified Geology of the Western Dharwar Craton (after
Swaminath and Ramakrishnan, 1981)
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