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maintenance shops, mine compressor building, surface maintenance shop, mine dry, water storage tanks,
employee hotel and dining hall, contractor offices and security guard shack. The Maintenance
Department operates from the surface shops, and also from an underground shop (840 level), located
near the center of the mine. Road maintenance is done with a fleet of company tractors, road grader
and wheel loaders. Dump trucks for ore haulage and road maintenance are largely vehicles contracted
locally. The company has a passenger bus for transporting operations personnel to and from the town of
Muzquiz, where most employees have homes.

The company also has a town constructed by Pefioles, and which is partially occupied at this time. The
town site has 180 housing units of which 80 percent are occupied. There is also a kitchen/dining room
for salaried staff and some contractor managers and visitors, a primary school, a church, a store,
recreational facilities, etc.

The electric power for the operation and supporting infrastructure is generated on-site. The power
generation plant consists of three General Motors 3,250 KVA diesel-powered motor generators. In
addition there are two 1,000 KVA CAT D399 motor-generator sets for site power, when the mill and
process plant are idle. Power consumption is presently about 800,000 kilowatt-hours per month. The
new cyanide leach plant will have its own generating plant.

Potable water for the offices and employee housing is derived from a well in the mine, which penetrates
below the water table. The industrial water for the mine and plant is obtained from a series of wells
located about 25 kilometers from the site. A system diagram for the industrial water is shown in Figure
25-9. This water is pumped to and stored in a number of storage tanks located throughout the plant and
mine site.

Communications to and from La Encantada is via satellites, both for wireless internet information
systems, and also for the telephone system. Currently the telephone system has two lines. La
Encantada has a site radio system for instant communications between all Supervisors and Managers,
and all surface vehicle operators also have radio communication capabilities.

There is a FMS owned airstrip located in the broad valley to the northwest of the mine site. This strip is
suitable for light planes, and is used for flying in supplies, or for transporting mine personnel, visitors and
others into and out of La Encantada, and other nearby locations. The airstrip is 1,200 meters long, 17
meters wide, and has a gravel surface.

The site is connected with the national highway system and, although in a remote location, La Encantada
is reasonably accessible. The access to the mine from the town of Muzquiz, Coahuila, which lies to the
northeast of La Encantada, accessible via a 45 kilometers of gravel road, and then another 170 kilometers
on a paved highway to Muzquiz.
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25.6 Product Marketing

FMS has a purchase agreement with MET-MEX Pefioles located in the city of Torredn, State of Coahuila,
México. The purchase agreement establishes the obligation to sell all mineral production from La
Encantada mine to the Pefioles smelter assuming other more competitive rates are not available to FMS.
This, however, is the natural market for concentrates since the MET-MEX Pefioles smelter is the closest
such facility for shipping La Encantada concentrates. The contract between La Encantada and Pefioles
for sales of bulk flotation concentrate is typical for this product.

La Encantada purchase contract of concentrates with Pefioles includes typical conditions and related
charges as follows:

m  Each lot is weighed upon receipt and sampled. La Encantada also weighs and samples the shipments
at the mine site.

Smelting charge per dry tonne of concentrate is $505.00.

Freight cost per tonne of concentrate is $29.00.

Refining cost per payable kilogram of silver is $48.23.

Payables by Pefioles are: 90 percent for contained silver, and all of the contained lead in excess of 3
percent.

25.7 Environmental Safety Review

Minera La Encantada has been operating the La Encantada mine since the early 1970s with the necessary
land-use and water extraction permits in effect for the operation. FMS has purchase the land surface
rights, under expropriation procedures from Ejido Tenochtitlan, where the camp, water wells, mine and
plant installations are located to better manage the property. Through the years and changes in the
regulatory framework, La Encantada has been required to update the necessary operation permits.

In April 24, 2007 La Encantada presented a notification of reactivation of operations at the mine to the
National Water Commission (C.N.A.), to SEMARNAT, to Secretaria del Trabajo y Previsién Social, and to
PROFEPA. La Encantada mine was declared in suspension of activities by Pefoles in 2003.

PAH’s environmental and safety review consisted of discussions with FMS’ COO Ing. Ramon Davila Flores,
and mine manager and supervisors, Ing. Salvador Hernandez, Manager of Operations and other
personnel. PAH visited the site to observe the current site safety and environmental conditions and to
identify any potential liabilities having significant economic impacts, and a briefly reviewed file records
provided to PAH during the site visit. PAH’s assessment was not intended as an environmental and
safety compliance audit, although prudent practices were considered in the review. In PAH’s opinion, La
Encantada is in compliance with regulatory requirements, which are current accoprding to Legal Opinion
issued by Durango-based Legal Firm of Lic. Carlos Galvan Pastoriza issued on October 31, 2008, and
document on Environmental and Operating Permits issued by Mr. José Luis Hernandez Santibafiez,
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Corporate Manager on Environmental and Permitting for FMS, in a document issued on October 31, 2008
showing current status and confirmation of the required permits and authorizations.

In general, surface disturbance related to mining is limited to the access road to the mining levels, waste
rock dumps at each portal, and auxiliary support areas. Development waste rock is used for fill inside the
mine and limits the size of waste rock dumps at the surface. Most of these activities are carried out on
land owned by La Encantada. No acid rock drainage (ARD) is produced from the mine workings.

PAH noted no visible evidence of ARD on the active and historic tailings deposition areas or spent heap
leach pile. The surface of the active tailings impoundment is wetted, which controls fugitive dust
emissions.

The grinding area, agitated leach tanks, wash thickeners, cyanide mix tank, and several other process
vessels in the mill area have spill containment. There are minimal stormwater control measures to route
uncontaminated runoff away from the mill or to collect and contain stormwater runoff from around the
mill site.

La Encantada has good control of the storage of hazardous chemicals and lubricants at the mill site and
has installed concrete pads and fenced areas for drums.

Although Mexican environmental legislation is not explicit in the requirements for remediation,
reclamation, and closure, the SEMARNAP expresses concern for the preservation and restoration of the
environment and natural ecosystems in its environmental management guidance for industry. In fact,
SEMARNAP recommends that facilities establish and implement a program for remediation of spills and
releases to the environment.

La Encantada has not supplied to PAH the estimated costs for reclamation and mine closure of the mine
or mill and tailings containment areas; however, PAH considers the costs will be low because La
Encantada owns most of the surface rights where the installations and mine are located.

PAH'’s estimate for the costs required to comply with and remediate the environmental issues for the
project is approximately $150,000 in addition to the salvage value of plant and mine equipment. These
costs are based on PAH’s experience in mining projects in México, and are not the result of detailed
analysis. Actual costs will depend on site conditions and impacts from the operation, regulatory
requirements at the time of compliance, and corporate environmental management standards.

25.8 Economic Analysis
25.8.1 Capital Costs
The FMS capital expenditures for January to September 2008 total $11.82 million. The 5-year capital

budget (2009 thru 2013) is $26.1 million including costs for construction of a new 3,500-tpd cyanide
plant, existing mill and flotation plant upgrades, power plant upgrades, mine equipment additions and
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replacements, exploration and mine development programs and infrastructure upgrades and additions.

Major capital expenditures in the program registered for the first nine months of 2008 includes

expenditures for exploration programs, expenditures for certain mine development, some mine
equipment purchases, improvements to the existing process plant and construction of the new 3,500-tpd

cyanide process plant.

The 2008 actual capital expenditures for the first nine months of 2008 versus the

Budget are shown in Table 25-11, and the capital investment schedule for la Encantada five-year plan is

shown in the Table 25-12.

TABLE 25-11
First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.

La Encantada Silver Mine
2008 Capital Expenditures

Category Actual Plan Difference
Mine Development 3,759,840 3,711,875 (47,965)
Sandvik (Mining Equipment) 838,692 3,667,092 2,828,400
3,500-tpd Cyanide Plant Project 6,998,376 13,300,000 6,301,624
Fixed Assets and Other 419,279 346,560 (72,719)
Total $12,016,187| $21,025,527 $9,009,340
TABLE 25-12
First Majestic Silver Corp.
Minera La Encantada, S.A. de C.V.
La Encantada Silver Mine
Estimated Capital Expenditures Summary (5 years)

2009 2010 2011 2012 2013 TOTALS

New 3,500-TPD Cyanide Plant 8,212,059 8,212,059
Sub-Total 8,212,059 8,212,059
Exploration & Development
Diamond Drilling 600,000 600,000 600,000 600,000( 600,000/ 3,000,000
Development & Exploration 2,400,000| 2,400,000 2,400,000 2,400,000| 2,400,000( 12,000,000
Sub-Total 3,000,000] 3,000,000 3,000,000{ 3,000,000| 3,000,000 15,000,000
Mine Equipment
Scooptrams 200,000 200,000 200,000 200,000 200,000/ 1,000,000
Trucks
Auxilliary Equipment 75,000 75,000 75,000 75,000 75,000 375,000
Compressors 100,000 100,000 100,000 100,000 100,000 500,000
Safety Equipment & Mine Rescue 25,000 25,000 25,000 25,000 25,000 125,000
Sub-Total 400,000] 400,000 400,000 400,000{ 400,000| 2,000,000
Construction & Plant Improvements
Upgrade Flotation Plant 100,000 100,000 100,000 100,000 100,000 500,000
Upgrade Power Plant
Buildings and Offices 34,660 34,660 34,660 34,660 34,660 173,300
Sub-total 134,660] 134,660 134,660 134,660| 134,660 673,300
Mining Rights
Annual Payments 40,000 40,000 40,000 40,000 40,000 200,000
Sub-Total 40,000 40,000 40,000 40,000 40,000 200,000
TOTALS 11,786,719] 3,574,660| 3,574,660| 3,574,660| 3,574,660| 26,085,359
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25.8.2 Operating Costs

La Encantada operating costs for the first nine months of 2008 have averaged $51.69 per tonne of ore
processed, inclusive of dump material, which equates to a cost per ounce of silver of $9.09. The costs
include downstream concentrate freight and processing costs of about $21.54 per tonne milled or $3.35
per ounce of silver recovered. The average combined operating cost for 2008 has averaged about
$51.69 per tonne milled. A summary of the combined mine and dump recovery operating costs for the
first nine months of 2008 is found in Table 25-13.

TABLE 25-13

First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.

La Encantada Silver Mine

Summary of Unit Operating Costs for 2008, Jan - Sept ($US)

Total Cost *Cost per [|**Cost per Oz.
Cost Area ($000's) Tonne Ag
U/G Mine 1,912 10.71 1.67
Mill & Concentrator 1,070 6.00 0.93
Site G&A 2,401 13.45 2.09
Conc. FSR 3,844 21.54 3.35
Totals $9,226 $51.69 $8.05
*Based on 135,109 tonnes from U/G mine and 42,153 tonnes from dump recovery or 177,262 tonnes.

**Based on 1,014,813 equivalent oz Ag from U/G mine and 131,406 equivalent oz Ag from dump recovery
or 1,146,219 equivalent 0z.Ag.

The average mine-only operating cost is $55.01 per tonne, and also includes costs for concentrate freight
to the Pefioles’ smelter and the downstream processing of the silver-lead concentrates. The site-only
operating cost for the mine generated ore has averaged about $33.47 per tonne, and the total cost per
ounce of silver obtained from mine ore has averaged $4.43 per oz Ag for 2008. The downstream
concentrate freight and smelting and refining costs are $21.54 per tonne or $2.85 per oz Ag for the first
nine months of 2008. A summary of the mine-only operating costs is shown in Table 25-14.

TABLE 25-14

First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.

La Encantada Silver Mine

Summary of Unit Operating Costs for First 9 Months of 2008; U/G Mine Only ($US)

Cost Area Total Cost ($000's) | *Cost per Tonne | **Cost per Oz. Ag
U/G Mine 1,912 14.02 1.86
Mill & Concentrator 817 6.00 0.79
Site G&A 1,834 13.45 1.78
Total Direct Costs 4,563 33.47 4.43

***Concentrate Freighting,
Smelting & Refining

Freighting 121 0.89

Smelting and Refining 2,815 20.65
Total Conc. FSR 2,936 21.54 2.85
TOTALS $7,499 $55.01 $7.28

*Based on 135,326 tonnes from U/G Mine
*Based on 923,754 oz Ag + 106,378 oz Ag from Pb credit = 1,030,132
**Based on September 2008 concentrate grades & FSR from mine & smelter
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The average costs for extraction and processing of the old dump material for the first nine months of
2008 are $40.98 per tonne, or $14.88 per oz Ag produced. The site-only cost for extraction, screening,
milling and processing of the old mine dumps is $19.45 per tonne, or $7.06 per ounce. Concentrate
freight and downstream smelting and refining for the dump material have averaged an additional $21.54
per tonne of ore extracted.

Table 25-15 is a summary of the operating costs for the first nine months of 2008 for the dump recovery
effort.

TABLE 25-15

First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.

La Encantada Silver Mine

Summary of Unit Operating Costs for First 9 months of 2008; Dump Recovery Only ($US)

Cost Area Total Cost ($000's) [*Cost per Tonne [**Cost per Oz. Ag
Dump Recovery - 0.00 0.00
Mill & Concentrator 253 5.99 2.18
Site G&A 567 13.45 4.88
Total Site Operating 820 19.44 7.06

***Concentrate Freighting,
Smelting & Refining

Freighting 47 1.12 0.41
Smelting and Refining 861 20.42 7.41
Total Conc. FSR 908 21.54 7.82
TOTALS $1,728 $40.98 $14.88

*Based on 42,153 tonnes milled from dumps
**Based on 91,059 oz. Ag + 25,028 equiv. 0z. Ag from Pb credit = 116,087 equiv. oz. Ag from Dumps
***Based on September 2008 concentrate grades & FSR from dump recovery

The company is currently constructing a 3,500-tpd mill and cyanide processing plant, mainly for
reprocessing at least 5.0 million tonnes of old tailings, stored below the mine site. The company
developed a cost per tonne, and metallurgical recoveries for recovery of silver-and small amounts of gold
from the old tailings material. FMS plan to produce silver/gold precipitates in the plant, and are still
evaluating shipping the precipitate to La Parrilla for smelting into bullion bars, or producing their own
bullion bars at La Encantada.

First Majestic has estimated the all-in direct operating costs for tailings recovery, reprocessing, ancillary
services and downstream costs at about $17.00 per tonne processed. A breakdown of this cost estimate
is shown in Table 25-16.

25.8.3 Economic Analysis

A simplified production plan has been prepared by First Majestic, and is presented as Table 25-17 and a
Life of Mine cash-flow is shown in Table 25-18. First Majestic has predicated this cash flow on bringing
the new 3,500-tpd mill and cyanide plant on stream during April 2009, after which the shipment of
flotation concentrates to outside smelters will cease, and mine ore and old tailings will be processed in
the new plant. Bullion precipitates will be produced in the new plant and these will be shipped to La
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Parrilla Mine for processing into bullion bars. The First Majestic Life of Mine production plan, included in
the cash flow, covers the period from January 2009 through December 2015. However, the Proven and
Probable ore reserves for the underground mine will be exhausted by 2013 at which time the production
for the subsequent years will be extracted from the measured and indicated resources. In the interim, it
is expected that underground exploration will be advanced through both diamond drilling and drifting,

TABLE 25-16

First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.

La Encantada Silver Mine

Estimated Operating Costs for Tailings Recovery Project

COST AREA *Total Cost [Cost per Tonne [**Cost per Oz. Ag
Mining, Haulage, Other $3,517,650 $4.50 $1.93
Mill & Cyanide Plant 4,299,350 5.50 2.36
Tailings Disposal 1,250,720 1.60 0.69
Site G&A 2,657,780 3.40 1.46

Sub-Total Site Operating $11,725,500 $15.00 $6.44

Freight, Smelting & Refining (FSR)

Smelting and Refining 1,563,400 2.00 0.86

Sub-Total FSR $1,563,400 $2.00 $0.86

TOTALS $13,288,900 $17.00 $7.30

*Based on 0.781 million tonnes per year of tailings
**Based on production of 1.824 million oz. Ag per year

and those reserves will continually be added over time. Likewise at planned production rates, the proven
and probable reserve for the tailings recovery will be exhausted by 2014, and subsequently all production
will be obtained from the underground mine.

The basic parameters for the FMS cash flow involve the long-term silver price, which is projected as
$12/ounce. The average projected long-term gold price is about $708 per oz Au, while the lead price is
projected at $0.75/Ib. No escalation was considered for operating costs and expenses. Reclamation
expenditures are considered spent in the last three years of the period. It can be seen from the table that
a net present value for the project at a 15 percent discount rate is approximately $53.0 million, and the
internal rate of return (IRR) is 120.6 percent

The parameters for the plant recoveries in the 3,500-tpd mill and cyanidation plant are based on
preliminary testwork. Dumps included represent 89,000 tonnes plus 57,000 tonnes of Indicated
Resources. Plant operating costs used in the cash flow are calculated costs, and will not be confirmed
until several months of actual operation have taken place. Therefore; PAH has predicated cut-off grades
for the mine and mine dump recoveries on the basis of the current operation; i.e., continuance of milling
and processing operations (Milling and Flotation) as per current practice.

Once the new plant is started up metallurgical parameters and operating and ancillary costs are well
defined, First Majestic can revaluate the cut-off grades for the mine, mine dump recovery and tailing
recovery based on actual operating data, and issue a new reserve/resources statement. PAH would then
proceed with an updated audit, based on the material change in the operation.
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TABLE 25-17
First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.

La Encantada Silver Mine

Production and Cash Flows, 2009 through 2013

Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09 2009 2010 2011 2012 2013
FLOTATION
Tonnes Milled 27,550 26,600 27,550 27,550 24,700 27,550 [ 0| [ 0| 0| 0| 0| 0| 0| 79,800 0| 0| 0| 0|
Au grade 0.01 0.01 0.01 0.01 0.01] 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.00 0.00 0.00 0.00]
Ag grade 285 285 285 285 285 285 285 285 285 285 285 285 285 285 285 292 0| 0| 0| 0|
Zn% 2.80% 2.80%) 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.80% 2.87% 0.00% 0.00% 0.00% 0.00%
Zinc Con Tonnes
Lead Con Tonnes
Lead Con Tonnes 486 469 486 486 436 486 0| 0| 0| 0| 0| 0| 0| 0| 0| 1,408 0| 0| 0| 0|
Silver Ounces 164,104 158,445 164,104 164,104 147,128 164,104 0| 0| 0| 0| 0| [ 0| 0| 0| 475,336 0| 0| 0| 0|
Eq Ounces of Silver from Lead 19,636.91 18,959.78 19,636.91 19,636.91 17,605.51 19,636.91 - - - - - - - - - 56,879 - - - -
Net Smelter Return
Lead Concentrate 1,258,424 1,290,029 1,408,424 1,408,424 1,278,242 1,408,424 0| 0| 0| 0| 0| 0| 0| 0| 0| 4,095,090 0| 0| 0| 0|

Subtotal NSR 1,258,424 1,290,029 1,408,424 1,408,424 1,278,242 1,408,424 [ 0| [ 0| 0| 0| 0| 0| 0| 4,095,090 0| 0| 0| 0|

Freight & Insurance 20,196 19,500 20,196 20,196 18,107 20,196 0| 0| 0| 0| 0| 0| 0| 0| 0| 58,500 0| 0| 0| 0|
NSR less Freight & Ins 1,238,227 1,270,529 1,388,227 1,388,227| 1,260,135 1,388,227 0| 0| 0 0| [ 0| [ 0| 4,036,590

Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09 2009 2010 2011 2012 2013
OXIDES
Tonnes Milled [ 0| 0| 0 0| 0 26,600 55,100 79,800 96,425 96,425, 93,100 96,425/ 93,100 96,425 733,400 1,012,700 1,012,700 1,012,700 1,012,700
Au grade 0.15 0.15 0.15 0.15 0.15] 0.15 0.00 0.00 0.00 0.00 0.00 0.00 0.00] 0.00 0.00 0.00 0.00 0.00] 0.00 0.00
Ag grade 250 250 250 250 250 250 187| 187 187| 187 187 187 187 187| 187 73 187| 187 187 187
DORE 0.00 0.00] 0.00 0.00 0.00] 0.00 3.26 6.75] 9.78, 11.81 11.81] 11.41 11.81] 11.41] 11.81 90| 124.07 124.07 124.07 124.07
Silver Ounces - - - - - - 95,257 197,318 285,771 345,307 345,307 333,400 345,307 333,400 345,307 2,626,376 3,626,576 3,626,576 3,626,576 3,626,576
Eq Ounces of silver from Gold - - - - - - 64 132 191 231 231 223 231 223 231 1,760 2,430 1,760 1,760 1,760
Net Smelter Return
DORE - - - - - - 914,920 | 1,895,191 | 2,744,759 | 3,316,585 | 3,316,585| 3,202,219 | 3,316,585 | 3,202,219 | 3,316,585 | 25,225647| 38,440,747 42,403,334 | 46,769,551 | 51,572,389

Subtotal NSR 0| 0| 0| 0 0| 0 914,920 1,895,191 2,744,759 3,316,585 3,316,585 3,202,219 3,316,585 3,202,219 3,316,585 25,225,647 38,440,747 42,403,334 46,769,551 51,572,389

Freight & Insurance 0 0 0 0 0 0 15,743 20,398 24,432 27,147 27,147 26,604 27,147 26,604 27,147 222,369 176,803 176,803 176,803 176,803
NSR less Freight & Ins 0 0 0 0 0 0 899,177 1,874,794 2,720,328 3,289,437 3,289,437 3,175,615 3,289,437 3,175,615 3,289,437 25,003,278 38,263,944 42,226,531 46,592,747 51,395,586
Silver Ounces 164,104 158,445 164,104 164,104 147,128 164,104 95,257 197,318 285,771 345,307 345,307 333,400 345,307 333,400 345,307 3,101,712 3,626,576 3,626,576 3,626,576 3,626,576
Eq Ounces of silver from Gold 0 0 0 0 0 0 64 132 191 231 231 223 231 223 231 1,760 2,430 1,760 1,760 1,760
Eq Ounces of Silver from Lead 19,637 18,960 19,637 19,637 17,606 19,637 0 0 0 0 0 0 0 0 0 56,879 0 0 0 0
Total Eq Ounce of Silver 183,741 177,405 183,741 183,741 164,733 183,741 95,321 197,451 285,963 345,539 345,539 333,623 345,539 333,623 345,539 3,160,352 3,629,006 3,628,336 3,628,336 3,628,336

Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09 2009 2010 2011 2012 2013
Mine 202,630 195,643 202,630 202,630 181,668 202,630 0| 0 586,928 0 0 0 0
Mill Flotation 242,090 233,743 242,090 242,090 217,047 242,090 0| 0| 0| 0| 0| 0] 0| 0] 0| 701,228 0| 0| 0| 0|
Fixed Cost 169,463 163,620 169,463 169,463 151,933 169,463 0 0| 0 0| 0 0 0 0 0 490,859 0 0 0 0
Mine +haulage 0 0 0 0| 0 ol 167,126 346,189 501,378 605,831 605,831 584,941 605,831 584,941 605,831 4,607,900 6,362,722| 6,362,722| 6,362,722| 6,362,722
Mill Cyanidation 0| 0 0 0f 0 0 175,307, 363,136 525,921 635,488 635,488 613,574 635,488 613,574 635,488 4,833,462 6,674,184 6,674,184 6,674,184 6,674,184
Fix Cost 0 0 0 0f 0 0 81,810, 169,463 245,430 296,561 296,561 286,335 296,561 286,335 296,561 2,255,615 3,114,619 3,114,619 3,114,619 3,114,619
Subtotal: Production Costs 614,184 593,005 614,184 614,184 550,647 614,184 424,243 878,788 1,272,728 1,537,880 1,537,880 1,484,849 1,537,880 1,484,849 1,537,880 13,475,992 16,151,526 16,151,526 16,151,526 16,151,526
Financing Costs 0 0| 0 0 0 0 0 0| 0 0| 0 0 0 0 0 0| 0 0 0 0
Mining Concesions
Insurance 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Environmental Reclamation 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 120,000 120,000 120,000 120,000 120,000
Subtotal 624,184 603,005 624,184 624,184 560,647 624,184 434,243 888,788 1,282,728 1,547,880 1,547,880 1,494,849 1,547,880 1,494,849 1,547,880 13,595,992 16,271,526 16,271,526 16,271,526 16,271,526
La Encantada Costs 624,184 603,005 624,184 624,184 560,647 624,184 434,243 888,788 1,282,728 1,547,880 1,547,880 1,494,849 1,547,880 1,494,849 1,547,880 13,595,992 16,271,526 16,271,526 16,271,526 16,271,526
La Encantada Profit(Loss) 614,044 667,524 764,044 764,044 699,488 764,044 464,934 986,005 1,437,600 1,741,558 1,741,558 1,680,765 1,741,558 1,680,765 1,741,558 15,443,876 21,992,418 25,955,005 30,321,222 35,124,060
NSR per tonne 44.94 47.76 50.39 50.39 51.02 50.39 33.80 34.03 34.09 34.11 34.11 34.11 34.11 34.11 34.11 35.71 37.78 41.70 46.01 50.75
Costs / tonne 22.66 22.67 22.66 22.66 22.70 22.66 16.32 16.13 16.07 16.05 16.05 16.06 16.05 16.06 16.05 16.72 16.07 16.07 16.07 16.07
Margin Per tonne 22.29 25.09 27.73 27.73 28.32 27.73 17.48 17.89 18.02 18.06 18.06 18.05 18.06 18.05 18.06 18.99 2172 25.63 29.94 34.68
Cost per Ounce of Silver 3.74 3.74 3.74 3.74 3.74 3.74 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.34 4.45 4.45 4.45 4.45
OZ Ag Eq 183,741 177,405 183,741 183,741 164,733 183,741 95,321 197,451 285,963 345,539 345,539 333,623 345,539 333,623 345,539 3,160,352 3,629,006 3,628,336 3,628,336 3,628,336
Cost/Ounce Ag Eq 3.34 3.34 3.34 3.34 3.34 3.34 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.26 4.45 4.45 4.45 4.45
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TABLE 25-18

First Majestic Silver Corp.

Minera La Encantada, S.A. de C.V.
La Encantada Silver Mine

After Tax Life of Mine Cash Flow

2008 2009 2010 2011 2012 2013 2014
Mine Plan TPD
TONNES TREATED - SULPHIDE ORE 242 0 79,800 0 0 0 0 0
TONNES TREATED - OXIDE ORE 2,222 733,400 1,012,700 1,012,701 1,012,702 1,012,703 331,671
Total Tonnes 2,464 0 813,200 1,012,700 1,012,701 1,012,702 1,012,703 331,671
Metals Payments
NSR OXIDES 35,216,536 41,872,388 41,872,389 41,872,390 41,872,391 13,713,666
NSR Sulfides
Net Revenues 0 35,216,536 41,872,388 41,872,389 41,872,390 41,872,391 13,713,666
OPERATING COSTS SULPHIDES: 0 0 0 0 0 0 0
OPERATING COSTS OXIDES: 0 13,475,992 16,151,526 16,151,526 16,151,526 16,151,526 5,289,796
TOTAL OP. COSTS 0 13,475,992 16,151,526 16,151,526 16,151,526 16,151,526 5,289,796
Royalty Expense 0 0 0 0 0 0 0
Property Tax & Insurance 0 140,000 140,000 140,000 140,000 140,000 140,000
Environmental and reclamation expenses 120,000 120,000 120,000 120,000 120,000 120,000
Net after costs 0 21,480,544 25,460,862 25,460,863 25,460,864 25,460,865 8,163,870
Interest Expenses 0 0 0 0 0 0 0
Net Profit 0 21,480,544 25,460,862 25,460,863 25,460,864 25,460,865 8,163,870
Depreciation 0 3,591,667 4,091,667 4,591,667 4,925,000 5,425,000 6,425,000
net taxable income 0 17,888,877 21,369,195 20,869,196 20,535,864 20,035,865 1,738,870
Profit Sharing 0.10 0 1,788,888 2,136,920 2,086,920 2,053,586 2,003,587 173,887
net profit after profit sharing 0 16,099,990 19,232,276 18,782,277 18,482,278 18,032,279 1,564,983
Tax @ 28% 0.28 0 4,507,997 5,385,037 5,259,037 5,175,038 5,049,038 438,195
Net Profit 0 11,591,993 13,847,239 13,523,239 13,307,240 12,983,241 1,126,788
Depreciation 0 3,591,667 4,091,667 4,591,667 4,925,000 5,425,000 6,425,000
Cash Flow Before Principal & Sustaining Capital 0 15,183,659 17,938,905 18,114,906 18,232,240 18,408,241 7,551,788
CAPEX EQUITY 13,337,941 8,212,059 2,500,000
Sust. Capital 2,000,000 1,000,000 1,000,000 1,000,000
Excess Cash Flow -13,337,941 6,971,600 15,438,905 16,114,906 17,232,240 17,408,241 6,551,788
Cumulative 0 -13,337,941 -6,366,341 9,072,564 25,187,470 42,419,710 59,827,951 66,379,738
*Cash Flow estimate based on Proven and Probable Reserves, as of September 30, 2008.
Base Case @ 10% discount $44,143,983
Base Case @ 15% discount $36,334,243
NPV Base Case @ 20% discount $30,019,406
Base Case @ 25% discount $24,851,240
Base Case @ 30% discount $20,574,641
TIR: 85%
Pincock, Allen & Holt REVISED 25.30

90533 February 26, 2009



Sensitivity analyses were performed at different discount rates and the analysis shows robust economics

for La Encantada, as follows:

Base Case @ 10 % discount
Base Case @ 15 % discount
Base Case @ 20 % discount
Base Case @ 25 % discount
Base Case @ 30 % discount
TIR:

$44,143,983 million
$36,334,243 million
$30,019,406 million
$24,851,240 million
$20,574,641 million
85%

As expected, the project exhibits the greatest sensitivity to metal prices, followed by operating costs, and

finally by capital costs. Any variances in grade or metallurgical recovery will be equivalent to similar

changes in metal prices, since all three factors impact the revenue stream equally. In all cases, however,
the La Encantada mine shows positive economics as measured by a cash flow exercise, except when the

price of silver falls by 20 percent. Therefore, the postulated reserve position is accepted.

It can be seen from Tables 25-17 and 25-18 that there is sufficient after-tax operational cash flow in any
year to adequately cover projected capital expenditures.

The mine life, including tailings recovery, based on the proven/probable reserve position, is over 4.0
years and covers production through 2013.
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26.0 ILLUSTRATIONS

The illustrations supporting the various sections of this report are located within the relevant sections
immediately following the references to the illustrations, for ease of reference. An index of tables and
illustrations is provided at the beginning of this report.
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