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NOMENCLATURE

Unless the context indicates otherwise, a reference to the “Company” in this Annual Information Form
means Breakwater Resources Ltd. and its subsidiaries and other entities owned or controlled, directly or
indirectly, by Breakwater Resources Ltd.

PRELIMINARY NOTES
Cautionary Note Regarding Forward Looking Statements

This annual information form (this “Annual Information Form™) of Breakwater Resources Ltd. (the
“Company”) for the financial year ended December 31, 2006 and documents incorporated by reference
contain forward-looking information and statements (“forward looking statements”) as defined in
applicable securities laws. These statements relate to future events or future performance. All statements
other than statements of historical fact are forward-looking statements. When used in this Annual

9% <c 9% e N1 9% cc

Information Form, the words “anticipate”, “believe”, “intend”, “estimate”, “plan”, “continue”, “project”,
“expect”, “will”, “budget”, “could”, “may”, “predict”, “potential”, “should” and similar expressions are
intended to identify forward-looking statements, but the absence of such a word does not mean that the
statement is not forward-looking. These statements involve known and unknown risks, uncertainties and
other factors that may cause actual results or events to differ materially from those anticipated in such
forward-looking statements. These statements speak only as of the date of this Annual Information Form,
or as of any other date specified in it or in the documents incorporated by reference, as the case may be.

These forward-looking statements include but are not limited to, statements concerning:

prices and price volatility for zinc, copper, lead, gold and other primary metals;

long-term demand for and supply of zinc, copper, lead, gold and other primary metals and minerals;

sensitivity of financial results to changes in metal prices;

treatment and refining charges;

strategies and objectives;

interest and other expenses;

tax position and applicable tax rates;

political unrest or instability in countries such as Honduras and Chile and its impacts on our foreign

assets, including our interest in the E1 Mochito and El Toqui mines;

e timing of decisions regarding the timing and costs of construction and production with respect to, and
the issuance of the necessary permits and other authorizations required for, development and
expansion projects;

e interpretation of drill results and estimates of the quantity and quality of mineral reserves and
resources;

e planned capital expenditures and estimates of reclamation and other costs related to environmental
protection;

o future capital and mine production costs and production levels, including the costs and potential

impact of complying with existing and proposed environmental laws and regulations in the operation

and closure operations (including without limitation laws or regulations intended to address climate
change or the effects of global warming);

cost reduction and other financial and operating objectives;

exploration, environmental, health and safety initiatives;

availability of qualified employees;

resolution of labour disputes and the satisfactory negotiation of collective agreements with unionized

employees, including at the Myra Falls mine, the El Mochito mine and the El Toqui mine;

o the outcome of legal proceedings and other disputes;
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e general business and economic conditions; and
e dividend policy.

Inherent in forward-looking statements are risks and uncertainties beyond the ability of the Company to
predict or control, including risks that may affect operating or capital plans including risks generally
encountered in the development of mineral properties such as unusual or unexpected geological
formations, unanticipated metallurgical difficulties, ground control problems, adverse weather conditions
(including without limitation adverse weather caused or influenced by climate change or the effects of
global warming), accidents, process upsets and equipment malfunctions; risks associated with labour
disturbances and unavailability of skilled labour; fluctuations in the market price of principal
commodities which are cyclical and subject to substantial price fluctuations; risks created through
competition for mining properties; risk associated with lack of available market information as to
expected supply from and demand for zinc and copper in China; risks posed by fluctuations in exchange
rates and interest rates, as well as general economic conditions; risks associated with environmental
compliance and changes in environmental legislation and regulation; risks associated with dependence on
third parties for the provision of transportation and other critical services, including without limitation
ocean transport of concentrate and the availability of ships and satisfactory contracts for such transport;
risks associated with non-performance by contractual counterparties; risks associated with aboriginal title
claims and other title risks; social and political risks associated with operations in foreign countries; risks
of changes in tax laws or their interpretation; and risks associated with tax assessments and legal
proceedings.

Actual results and developments are likely to differ, and may differ materially, from those expressed or
implied by the forward-looking statements contained in this Annual Information Form. Such statements
are based on a number of assumptions which may prove to be incorrect, including, but not limited to,
assumptions about:

e general business and economic conditions;

e interest rates and foreign exchange rates;

e the supply and demand for, deliveries of, and the level and volatility of prices of zinc, copper, lead
and gold and other primary metals;

e the timing of receipt of regulatory and governmental approvals for development projects and other

operations;

availability of financing for development projects on reasonable terms;

costs of production and production and productivity levels, as well as those of our competitors;

power prices;

ability to secure adequate transportation for our products;

ability to procure mining equipment and operating supplies (including without limitation haul truck

and loader tires) in sufficient quantities and on a timely basis;

ability to attract and retain skilled staff;

impact of changes in Canadian-US dollar and other foreign exchange rates on our costs and results;

engineering and construction timetables and capital costs for development and expansion projects;

costs of closure of various operations;

market competition;

the accuracy of our reserve estimates (including with respect to size, grade and recoverability) and the

geological, operational and price assumptions on which these are based;

tax benefits and tax rates;

e the resolution of proceedings or disputes; and

e ongoing relations with employees and business partners and joint venturers.
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The reader is cautioned that the foregoing list of important factors and assumptions is not exhaustive.
Events or circumstances could cause actual results to differ materially from those estimated or projected
and expressed in, or implied by, these forward-looking statements. You should also carefully consider the
matters discussed under “Risk Factors” in this Annual Information Form. We undertake no obligation to
update publicly or otherwise revise any forward-looking statements or the foregoing list of factors,
whether as a result of new information or future events or otherwise.

GLOSSARY OF TERMS

The following is a glossary of certain words and terms used in this Annual Information Form.
“Assay” means the chemical test of rock samples to determine the metal content.

“Common Shares” means the common shares of Breakwater Resources Ltd.

*concentrate” means a product containing the valuable metal and from which most of the waste material
in the ore has been eliminated.

“feasibility study” means a comprehensive study of a deposit in which all geological, engineering,
operating, economic and other relevant factors are considered in sufficient detail that it could reasonably
serve as the basis for a final decision by a financial institution to finance the development of the deposit
for mineral production.

“flotation” means a milling process by which some mineral particles are induced to become attached to
bubbles of froth and float, and others to sink, so that the valuable minerals are concentrated and separated
from the gangue.

“indicated mineral resource” means that part of a mineral resource for which quantity, grade or quality,
densities, shape and physical characteristics, can be estimated with a level of confidence sufficient to
allow the appropriate application of technical and economic parameters, to support mine planning and
evaluation of the economic viability of the deposit. The estimate is based on detailed and reliable
exploration and testing information gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes that are spaced closely enough for geological and grade
continuity to be reasonably assumed.

“inferred mineral resource” means that part of a mineral resource for which quantity and grade or
quality can be estimated on the basis of geological evidence and limited sampling and reasonably
assumed, but not verified, geological and grade continuity. The estimate is based on limited information
and sampling gathered through appropriate techniques from locations such as outcrops, trenches, pits,
workings and drill holes.

“measured mineral resource” means that part of a mineral resource for which quantity, grade or quality,
densities, shape, and physical characteristics are so well established that they can be estimated with
confidence sufficient to allow the appropriate application of technical and economic parameters, to
support production planning and evaluation of the economic viability of the deposit. The estimate is based
on detailed and reliable exploration, sampling and testing information gathered through appropriate
techniques from locations such as outcrops, trenches, pits, workings and drill holes that are spaced closely
enough to confirm both geological and grade continuity.
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“mineral reserve” means the economically mineable part of a measured or indicated mineral resource
demonstrated by at least a preliminary feasibility study. This study must include adequate information on
mining, processing, metallurgical, economic and other relevant factors that demonstrate, at the time of
reporting, that economic extraction can be justified. A mineral reserve includes diluting materials and
allowances for losses that may occur when the material is mined.

“mineral resource” means a concentration or occurrence of diamonds, natural solid inorganic material,
or natural solid fossilized organic material including base and precious metals, coal, and industrial
minerals in or on the Earth’s crust in such form and quantity and of such a grade or quality that it has
reasonable prospects for economic extraction. The location, quantity, grade, geological characteristics and
continuity of a mineral resource are known, estimated or interpreted from specific geological evidence
and knowledge.

“net smelter royalty” or “NSR” means a royalty based on the gross proceeds received from the sale of
minerals less the cost of smelting, refining, freight and other related costs.

“ounce” or *0z.” means a troy ounce or 20 pennyweights or 480 grains or 31.1035 grams.

“preliminary feasibility study” and “pre-feasibility study” each mean a comprehensive study of the
viability of a mineral project that has advanced to a stage where the mining method, in the case of
underground mining, or the pit configuration, in the case of an open pit, has been established and an
effective method of mineral processing has been determined, and includes a financial analysis based on
reasonable assumptions of technical, engineering, legal, operating, economic, social, and environmental
factors and the evaluation of other relevant factors which are sufficient for a Qualified Person, acting
reasonably, to determine if all or part of the mineral resource may be classified as a mineral reserve.

“probable mineral reserve” means the economically mineable part of an Indicated and, in some
circumstances, a measured mineral resource demonstrated by at least a preliminary feasibility study. This
study must include adequate information on mining, processing, metallurgical, economic, and other
relevant factors that demonstrate, at the time of reporting, that economic extraction can be justified.

“proven mineral reserve” means the economically mineable part of a measured mineral resource
demonstrated by at least a preliminary feasibility study. This study must include adequate information on
mining, processing, metallurgical, economic, and other relevant factors that demonstrate, at the time of
reporting, that economic extraction is justified.

“qualified person” means an individual who is an engineer or geoscientist with at least five years of
experience in mineral exploration, mine development or operation or mineral project assessment, or any
combination of these; has experience relevant to the subject matter of the mineral project and the
technical report; and is a member or licensee in good standing of a professional association.

“SEDAR” means System for Electronic Document Access and Retrieval at www.sedar.com.

“semi-autogenous mill (“SAG mill”)” means a large diameter grinding mill utilizing steel balls and
large rock pieces to grind mineralized material from a coarse feed size to a relatively small particle size.
The semi-autogenous mill replaces the equipment normally used for fine crushing and rod milling.

“tailing” means material rejected from a mill after the recoverable valuable minerals have been extracted.

“total cash costs” means all cash costs incurred and expensed at the mine site, plus treatment charges,
shipping and marketing costs, net of by-product credits.
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“Tradeable Warrants” means the warrants issued by the Company on January 28, 2004 and July 23,
2004, each such whole warrant being exercisable for one Common Share at an exercise price of $1.00
until January 28, 2009.

UNITS OF MEASUREMENT CONVERSION

Imperial Units Multiply By Equals Metric Units

Acres 0.404686 Hectares

Feet 0.30480 Metres

Miles 1.609344 Kilometres

Troy ounces 31.1035 Grams

Short tons 0.907185 Tonnes

Troy ounces per ton 34.2857 Grams per tonne
CURRENCY

All dollar amounts in this Annual Information Form are in Canadian dollars, except where otherwise
indicated.
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ITEM1 CORPORATE STRUCTURE
1.1 Name, Address and Incorporation

The Company was incorporated under the laws of the Province of British Columbia under the name
“Gambier Exploration Ltd.” on October 15, 1979. Effective June 23, 1981, the name of the Company
was changed to “Breakwater Resources Ltd.”. The Company was continued under the Canada Business
Corporations Act effective May 11, 1992. By articles of amendment dated June 8, 1995, the issued
Common Shares of the Company were consolidated on a one-for-400 basis and then immediately
subdivided on a 20-for-one basis resulting in a one-for-20 consolidation. Except as otherwise expressly
stated, all references in this Annual Information Form to numbers and prices of Common Shares are after
giving effect to the foregoing articles of amendment.

The registered and principal office of the Company is located at Suite 950, 95 Wellington Street West,
Toronto, Ontario, Canada M5J 2N7.

1.2 Significant Inter-corporate Relationships

The following table sets forth the name of material subsidiaries of the Company and the jurisdiction of
incorporation and the direct or indirect percentage ownership by the Company of each such subsidiary.

Jurisdiction of Percentage
Name of Subsidiary Incorporation Ownership
American Pacific Honduras S.A. de C.V. Honduras 100%
NVI Mining Ltd. Canada 100%
Sociedad Contractual Minera El Toqui Chile 100%

ITEM2 GENERAL DEVELOPMENT OF THE BUSINESS
2.1 Three Year History

Major developments in the Company’s business in each of the financial years ended December 31, 2004
to December 31, 2006 were as follows:

Highlights from 2006

e The Company realized net earnings of $156.5 million or $0.41 per share in 2006 compared with $14.0
million or $0.04 per share in 2005, a $142.5 million increase.

e The contribution from mining activities was $168.5 million in 2006 compared with $29.6 million in
2005.

e Net cash provided by operating activities increased by $139.8 million to $158.5 million in 2006 and

was primarily used for $75.7 million of capital expenditures and $16.6 million of debt repayment.

At December 31, 2006, cash and cash equivalents were $81.4 million and total debt was $2.7 million.

Gross sales revenue increased by 44.5% to $452.2 million in 2006 from $313.0 million in 2005.

Development of the Langlois mine is on track to commence commercial production by mid-2007.

Mineral reserves at Langlois increased by 10% and mineral resources increased by 14% through the

addition of the Grevet B deposit.

o Exploration success at Langlois prompted the Company to stake an additional 4,000 hectares
surrounding the Company’s land package.

e Development of El Toqui’s Concordia deposit is on track and production is anticipated by mid-2007.
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On the Coulon joint venture with Virginia Mines Inc., exploration carried out during 2006 led to the
discovery of two new significant polymetallic lenses, bringing the total known lenses to five, and
confirmed the vertical continuity of lens 9-25 to a depth of 365 metres.

On August 1, 2006, it was announced that the Company had completed the sale of the Caribou and
Restigouche mines to Blue Note Metals Inc. (“Blue Note™).

Highlights from 2005

The Company realized net earnings of $14.0 million or $0.04 per share in 2005 compared with $3.3
million or $0.01 per share in 2004, a $10.7 million increase. These results were generated from a
realized zinc price of US$1,297 per tonne of zinc compared with US$1,035 per tonne in 2004. This
compares with a significantly higher current price of US$2,372 per tonne. Included in the 2005 net
earnings was an amount of $6.5 million, set up to recognize future income tax assets at E1 Mochito
and El Toqui. This amount was offset by an $8.1 million charge against Nanisivik for higher than
estimated costs for reclamation and closure of that mine.

Gross sales revenue increased by 30% to $313.0 million, a new high, from $240.3 million in the prior
year.

The contribution from mining activities was $29.6 million compared with $28.5 million in 2004.
Reclamation and closure activities, and reclamation security funding consumed $31.9 million of the
Company’s cash, $25.2 million on actual reclamation work and severance payments and $6.7 million
for reclamation security deposits.

The development of Langlois was announced in November 2005 with commercial production
expected from the mine by mid-2007.

The Company announced a mineral resource for the El Toqui mine’s Concordia deposit of 1.87
million tonnes grading 10.0 percent zinc, 5.2 percent lead and 68 grams of silver per tonne. The
Company is working towards bringing Concordia into production in 2007.

In May 2005, the Company entered into a contract with a customer whereby the customer made a
prepayment of US$5.0 million against future deliveries of zinc concentrate for the years 2005 through
to 2009. The facility was assigned to a third party to whom the Company has issued eight promissory
notes, each for US$625,000, plus interest. The prepayment facility is repayable in eight tranches, one
in each of the consecutive six month periods commencing July 1, 2005.

In August 2005, the Company entered into a gold loan facility with Natexis Banques Populaires of
France whereby the Company received US$10.0 million gold equivalent (sufficient gold was
borrowed and then sold at the prevailing spot price of US$431 per ounce to provide the equivalent US
dollar value of the Facility). The funds were used for capital investment and working capital
requirements at Myra Falls.

In December 2005, the Company entered into a Royalty Agreement (the “Agreement”) with Red Mile
Resources No. 4 Limited Partnership (“Red Mile”) whereby the Company sold a basic royalty on a
portion of the payable zinc production, over the life of the Myra Falls mine. The Company received
cash of $56.5 million which included royalty income of $50.5 million and indemnity fees and interest
of $6.0 million. The royalty income is shown as Royalty Obligation on the balance sheet and will
attract a level interest rate over the life of the obligation that will be recorded as interest expense. The
fees and interest received will be brought into income over the life of the agreement. $50.5 million of
the funds received were placed with a financial institution, for which the Company took back a
restricted promissory note. Interest earned from the promissory note and a portion of the principal
must be used to fund the expected Basic Royalty payments. The remaining funds of $6.0 million will
be used for working capital and capital requirements at the Myra Falls mine. (See note 10 of the
consolidated financial statements for details).
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Highlights from 2004

o Gross sales revenue increased by 16% to $240.3 million on 336,896 tonnes of concentrate sold in
2004.

Contribution from mining activities increased to $28.5 million in 2004.

e Metals prices were significantly stronger in 2004, as the Company realized an average zinc price of
USS$1,035 per tonne. The improved metals prices were offset to some degree by the stronger
Canadian dollar which averaged $1.3010 per US$ in 2004, compared with $1.4115 in 2003 (see metal
price table).

e Net earnings increased to $3.3 million in 2004. Excluding net earnings gain of $10.3 million from the
sale of the Lapa properties and $11.6 million from a foreign exchange gain on US dollar denominated
debt, 2004 resulted in an improvement in net income of $24.5 million from 2003. The acquisition of
the Myra Falls mine negatively impacted the Company’s earning by $5.1 million. The Company
continues to effect change at this newly acquired operation with improvements expected in the latter
half of 2005.

e Total concentrate production increased to 388,736 tonnes in 2004 from 356,913 tonnes in 2003 due
mainly to the acquisition of the Myra Falls mine.

e Total cash cost per pound of payable zinc increased in 2004 to US$0.34 from US$0.32. This increase
was due to the inclusion of the higher cost Myra Falls mine in the Company’s production profile in
2004, higher than expected unit costs at the Bougrine mine, higher treatment charges and freight costs
and the stronger Canadian dollar.

e The bank debt was fully repaid and the credit facility agreement cancelled in 2004.

e On January 28, 2004, the Company completed the sale of 57,142,858 units for net proceeds of $37.0
million. Each unit consisted of one Common Share and one-half of one Common Share purchase
warrant. On July 23, 2004, as part of the consideration for the Myra Falls mine, the Company issued
5,000,000 Common Share purchase warrants exercisable at $1.00 per Common Share. Each whole
Tradeable Warrant entitles the holder to acquire one Common Share at a price of $1.00 at any time
until January 28, 2009. The Company used $16 million of the proceeds to retire the debt, $16.4
million was targeted for use to continue the development of the Langlois mine of which $4 million
was spent in 2004 and $4.6 million was used for working capital and general corporate purposes.

e The Company completed the acquisition of the Myra Falls mine on July 23, 2004, adding
significantly to the Company’s production profile. Annualized zinc and copper concentrate from
Myra Falls is expected to be over 110,000 tonnes and 35,000 tonnes, respectively. The acquisition
was accounted for as a purchase transaction in accordance with CICA Handbook Section 1581,
Business Combinations.

e In December 2004, the Company entered into a royalty agreement (the “Agreement”) with Red Mile
Resources No. 5 Limited Partnership (“Red Mile””) whereby the Company sold a basic royalty on a
portion of the payable zinc production, over the life of the Myra Falls mine. The Company received
cash of $13.5 million, which included a royalty of $12 million and fees and interest of $1.5 million.
Under the terms of the Agreement the Company is required to make basic royalty payments at fixed
amounts per pound of payable zinc produced, which amounts escalate from $0.003 per pound to
$0.016 per pound over the first 12 years of the agreement. In addition, the Company granted Red
Mile a net smelter return of 0.4%, 0.5% or 0.7% in years 2010 through 2014 if the price of zinc in a
given calendar year in that period averages US$2,250, US$2,500 or US$2,750 per tonne, respectively.
$11.8 million of the cash received was placed with a financial institution for which the Company
received an interest bearing promissory note. Interest earned from the promissory note will be used to
fund the expected basic royalty payments during the first five years of the Agreement. Over the
remaining years of the Agreement, interest and principal from the promissory note will be used to
fund the basic royalty payments.
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The balance of the funds received, $1.7 million will be used for working capital and capital requirements
at the Myra Falls mine. Under certain circumstances the Company has the right under the terms of a call
option to acquire the partnership units of Red Mile for the lower of fair market value or the balance
outstanding under the promissory note.

Metal Price Table

Realized Prices

2006 2005 2004
Zinc (US$/tonne) 3,199 1,297 1,035
Copper (US$/tonne) 7,217 3,543 2,852
Lead (US$/tonne) 1,297 983 900
Gold (US$/ounce) 559 445 414
Silver (US$/ounce) 10.28 7.22 6.52
Exchange rate (C$/US$1.00) yearly average 1.1362 1.2154 1.3010

2.2 Significant Acquisitions

No significant acquisition or material acquisition was made in 2006.
ITEM3 DESCRIPTION OF THE BUSINESS

3.1 General

The Company is a resource company engaged in mining base metal deposits in the Americas. The
Company owns or has the exploration rights to base metal and gold exploration properties in Canada,
Chile, Honduras and Tunisia. The Company is engaged in the acquisition, exploration and development
of base and precious metals deposits globally. The Company is currently developing its Langlois mine
near Lebel-Sur-Quévillon, Québec with commercial production expected by mid-2007.

The Company’s principal product is zinc concentrate. It also produces copper, lead and gold concentrates
and silver by-products. The Company sells concentrates to smelters located in Canada, Europe, Asia and
South America and to resellers who sell the concentrates to smelters throughout the world. The Company
sells a portion of the concentrate it produces under long-term supply agreements. A portion is also sold
by tender as well as into the spot market.

During 2006, the Company’s concentrate production was derived from two mines located in Canada, one
each in British Columbia and Québec; and a mine located in each of Chile and Honduras.

3.2 Operations of the Company

Three Year History of Production

The Company’s production in 2006 came from two mines in Canada and a mine located in each of Chile
and Honduras. The Canadian mines are the Myra Falls mine in British Columbia and the Langlois mine

in Québec. The following table summarizes the Company’s production for the three years ended
December 31, 2004, December 31, 2005 and December 31, 2006.
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Historical Production Table

Milled Tonnes Metal in Concentrates
Zinc Copper Lead Gold Silver
tonnes tonnes tonnes ounces ounces
Myra Falls
2006 714,443 33,708 4,885 - 20,231 857,662
2005 912,656 48,084 7,640 - 31,744 1,165,056
20049 381,698 18,218 4,449 - 11,239 445,997
El Mochito
2006 690,243 37,646 - 11,775 - 1,769,456
2005 700,190 42,698 - 10,488 - 1,723,825
2004 650,017 41,413 - 8,877 - 1,550,232
El Toqui
2006 539,803 31,725 - - 36,795 71,703
2005 519,963 28,347 - - 41,605 131,020
2004 466,953 27,190 - - 27,865 231,872
Langlois
2006@ 59,373 4,057 208 205 22,855
2005 - - - - - -
2004 - - - - -
Bougrine
2006 - - - - - -
2005@ 216,823 15,889 - 8,708 - -
2004 330,392 28,265 - 5,470 - -
Bouchard-Hébert
2006 - - - - - -
2005% 118,933 6,292 470 - 2,644 40,013
2004 993,168 54,823 3,914 - 17,284 309,920

(1) For the period July 24, 2004 to December 31, 2004.

(2) Production up to September 10, 2005.

(3) Production up to February 20, 2005.
(4) For the period November 2006 to December 2006.

For financial information relating to the production of the Company, please refer to the “Management’s
Discussion and Analysis of Financial Condition and Results of Operation” for the financial year ended
December 31, 2006 filed on SEDAR at www.sedar.com.

3.3 Summary of Number of Employees

The following table summarizes the number of salaried and hourly employees as well as contractors and
temporary employees at each of the mines as at January 31, 2007:
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Summary of Number of Employees

Salaried Hourly Temporary
Property Employees | Employees | Expatriates | Contractors | Employees Total
Myra Falls ) 99 351 - 22 6 478
El Toqui @ 366 - 4 282 46 698
El Mochito ) 155 479 23 114 62 833
Bougrine 13 9 2 - 3 27
Langlois © 44 65 - 190 3 302
Bouchard-Hébert 6 - - 14 - 20
(6)
Nanisivik 1 - - 6 1 8
Corporate & 24 - - 1 - 25
other
Total 708 904 29 629 121 2,391
(1) Represented by Canadian Auto Workers Union Local 3019. The labour agreement will expire on March 31, 2008.
2) Sindicato de Trabajadores de Sociedad Contractual Minera El Toqui represents 212 employees. The collective
agreement will expire in September 2007. All except two employees are at the mine site. Santiago office is staffed by
two employees.
3) Unionized employees. Union agreement will expire in September 2007.
@) Represented by an employees’ union which reviews the remuneration package on an annual basis.
%) Represented by a union with a collective agreement which expires in January 2012.
(6) As of December 31, 2006.
3.4 Risk Factors

Before making an investment decision, the reader should carefully consider the risks and uncertainties
described below as well as the other information contained and incorporated by reference in this Annual
Information Form. These risks and uncertainties are not the only ones facing the Company. Additional
risks and uncertainties currently not known to the Company or that the Company considers immaterial
may also impair the business operations of the Company. If any of such risks or uncertainties actually
occur, the Company’s business, prospects, financial condition, cash flows and operating results could be
materially harmed.

Risks Inherent in the Mining and Metals Business

The business of exploring for minerals is inherently risky. Few properties that are explored are ultimately
developed into producing mines. The business involves significant financial risks over a significant
period of time for which even a combination of careful evaluation, experience and knowledge may not
eliminate. It is impossible to ensure that the Company’s current or proposed exploration programs will
result in commercially viable mining operations.

Commercial viability of developing a mineral reserve depends on a number of factors, such as, size and
grade of the deposit, proximity to infrastructure, financing costs and governmental regulations that
include regulations relating to prices, taxes, royalties, infrastructure, land use, importing and exporting of
minerals and environmental protection. The effect of these factors cannot be accurately predicted, but the
combination of these factors may result in the Company not receiving an adequate return on invested
capital.

Mineral properties are often non-productive for reasons that cannot be anticipated in advance. Even after

the commencement of mining operations, such operations may be subject to risks and hazards, including
environmental hazards, industrial accidents, unusual or unexpected geological formations or conditions,
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unanticipated metallurgical difficulties, labour disruptions, unavailability of materials and equipment on a
timely basis or at all, weather conditions (including historically unforeseen and unpredictable changes in
weather patterns such as significantly increased severity of adverse conditions that may be brought about
by the phenomenon of global warming or climate change), rock bursts, cave-ins or other ground control
problems, seismic activity, flooding, water conditions and mineral or concentrate losses. The occurrence
of any of the foregoing could result in damage to or destruction of mineral properties or production
facilities, personal injuries, environmental damage, delays or interruption of production, increases in
production costs, monetary losses, legal liability and adverse government action.

Insurance Risks

The Company maintains insurance to cover some of these risks and hazards. The insurance is maintained
in amounts that are believed to be reasonable depending on the circumstances surrounding each identified
risk. No assurance can be given that such insurance will cover every risk, or continue to be available, or
that it will be available at economically feasible premiums, or that the Company will maintain such
insurance. Our property, business interruption and liability insurance may not provide sufficient coverage
for losses related to these other hazards. Insurance against certain risks, including certain liabilities for
environmental pollution, may not be available to the Company or other companies within the industry.
Any such event could have a material adverse effect on the Company’s business.

Employee Relations and Recruitment

Most of our employees are employed under collective bargaining agreements. The collective bargaining
agreements at the EI Mochito mine and the El Toqui mine are scheduled to expire in September, 2007.
The collective agreements at the Myra Falls mine and Langlois mine are scheduled to expire in March,
2008 and January, 2012 respectively. The Company could be subject to labour unrest or other labour
disturbances including strikes as a result of any failure of negotiations on new collective agreements
which could, while ongoing, have a material adverse effect on the Company’s business.

Currently, the mining industry is generally facing a significant shortage of skilled labour. The Company
competes with other mining companies to attract and retain key executives and employees. If the
Company is unable to hire and retain sufficient skilled employees or to secure suitable mining equipment,
its ability to operate optimally will be impaired which may adversely affect its business.

Commodity Price Fluctuations and Hedging

The results of our operations are significantly affected by the market price of base metals and gold and
silver which are cyclical and subject to substantial price fluctuations. Our earnings are particularly
sensitive to the change in market price of zinc. Market prices can be affected by numerous factors
beyond our control, including levels of supply and demand for a broad range of industrial products,
substitution of new or different products in critical applications for our existing products, expectations
with respect to the rate of inflation, the relative strength of the US dollar and of certain other currencies,
interest rates, global or regional political or economic crises and sales of gold and base metals by holders
in response to such factors. If prices should decline below the Company’s cash costs of production and
remain at such levels for any sustained period, the Company may determine that it is not economically
feasible to continue commercial production at any or all of our mines and may also be required to look for
alternatives other than cash flow to maintain its liquidity until metal prices recover.

The profitability of the Company is directly related to the market price of metals produced. The

Company may from time to time undertake hedging programs, with an intention to reduce the risk of a
commodity’s market price while optimizing upside participation, to maintain adequate cash flows and
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profitability to contribute to the long-term viability of the business. There are, however, risks associated
with hedging programs including, among other things, an increase in the world price of the commodity,
an increase in gold lease rates (in the case of gold hedging), an increase in interest rates, rising operating
costs, counter-party risks and production interruption events. There can be no assurance that the
Company will or will not undertake hedging programs or that if hedging programs are undertaken, that
the Company will be able to achieve realized prices for metals in excess of average London Metal
Exchange prices as a result.

Price Fluctuations of Consumed Commodities

Prices and availability of commodities consumed or used in connection with exploration and development
and mining such as natural gas, diesel, oil and electricity, also fluctuate and these fluctuations affect the
costs of production at various operations. These fluctuations can be unpredictable, can occur over short
periods of time and may have a materially adverse impact on our operating costs or the timing and costs
of various projects.

Shortage of Mining Equipment and Supplies

The growth in global mining activities has created a demand for mining equipment and related supplies
that exceeds supply. For example, there is a global shortage of haulage truck tires which is expected to
continue into 2008. Consequently, if equipment or other supplies cannot be procured on a timely basis,
expansion activities, production, development or operations could be negatively affected.

Competition for Mining Properties

Because the life of a mine is limited by its ore reserves, the Company is continually seeking to replace
and expand its reserves through the exploration of existing properties as well as through acquisitions of
interests in new properties or of interests in companies which own such properties. We encounter strong
competition from other mining companies in connection with the acquisition of properties. This
competition may increase the cost of acquiring suitable properties, should such properties become
available to us. The Company cannot assure that it will continue to be able to successfully compete with
its competitors in acquiring attractive properties.

Market Access and Competition for Product Markets

Access to markets for our products may be subject to ongoing interruptions and trade barriers due to
policies and tariffs of individual countries, and the actions of certain interest groups to restrict the import
of certain commodities. There can be no assurance that our access to these markets will not be curtailed or
restricted entirely in the future.

The mining industry in general is intensely competitive and even if commercial quantities of mineral
resources are developed, a profitable market may not exist for sale of such minerals. We must sell base
metals, metal concentrates, by-product metals and concentrate, and gold and silver at prices determined
by world markets over which we have no influence or control. Our competitive position is determined by
our costs in comparison to those of other producers in the world. If our costs increase due to our locations,
grade and nature of materialized minerals, or our operating and management skills, our revenues may be
affected. We have to compete with larger companies that have greater assets and financial and human
resources than we do, and which may be able to sustain larger losses than us to develop or continue
business.
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Mineral Reserve and Resource Estimates

Disclosed reserve estimates should not be interpreted as assurances of mine life or of the profitability of
current or future operations. We estimate our mineral reserves in accordance with the requirements of the
applicable Canadian securities regulatory authorities and established mining standards.

Where used by the Company, figures for mineral reserves and mineral resources are estimates and no
assurance can be given that the anticipated tonnages and grades will be achieved or that the indicated
level of recovery will be realized. Market fluctuations in the price of zinc and/or other metals and/or a
fluctuation in currency exchange rates may render certain mineral reserves and mineral resources
uneconomical. Prolonged declines in the market price of zinc may also render mineral reserves and
mineral resources containing relatively lower grades of zinc mineralization uneconomic to exploit. Such
price fluctuations could materially reduce the Company’s reported mineral reserves and mineral
resources. Should such reductions occur, material write-downs of its investment in mining properties or
the discontinuation of development or production might be required, and there could be material delays in
the development of new projects, increased net losses and reduced cash flow. Moreover, short-term
operating factors relating to mineral reserves, such as the need for orderly development of the mineral
deposit or the processing of new or different mineral grades, may cause a mining operation to be
unprofitable in any particular accounting period.

The SEC does not permit mining companies in their filings with the SEC to disclose estimates other than
mineral reserves. However, because we prepare this Annual Information Form in accordance with
Canadian disclosure requirements, we incorporate estimates of mineral resources. Mineral resources are
concentrations or occurrences of minerals that are judged to have reasonable prospects for economic
extraction, but for which the economics of extraction cannot be assessed, whether because of
insufficiency of geological information or lack of feasibility analysis, or for which economic extraction
cannot be justified at the time of reporting. Consequently, mineral resources are of a higher risk and are
less likely to be accurately estimated or recovered than mineral reserves.

Certain of our mineral reserves and resources are estimated by persons who are employees of the
respective operating company for each of our operations under the supervision of our employees. These
individuals are not “independent” for purposes of applicable securities legislation.

Exploration and Development

We must continually replace mining reserves depleted by production to maintain production levels over
the long term. This is done by expanding known mineral reserves or by locating new mineral deposits.
There is, however, a risk that depletion of reserves will not be offset by future discoveries of mineral
reserves. Exploration for minerals is highly speculative in nature and the projects involve many risks.
Many projects are unsuccessful and there are no assurance that current or future exploration programs
will be successful. Further, significant costs are incurred to establish mineral reserves and to construct
mining and processing facilities. Development projects have no operating history upon which to base
estimates of future cash flow and are subject to the successful completion of feasibility studies, obtaining
necessary government permits, obtaining title to or other land rights and availability of financing.

Currency Fluctuations, Foreign Exchange and Interest Rate Risk
The Company operates using the Canadian dollar, the United States dollar and other currencies, and as
such may be negatively affected by fluctuations in foreign exchange rates. Currency fluctuations may

affect the revenues which the Company realizes from its operations, as concentrates are sold in the world
market in United States dollars while a significant percentage of the Company’s expenses are
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denominated in non-US dollars. This exposes the Company to increased volatility in earnings due to
fluctuations in foreign exchange rates. While foreign currencies are generally convertible into Canadian
and US dollars, there is no guarantee that they will continue to be so convertible or that fluctuations in the
value of such currencies will not have an adverse effect on the Company.

Our exposure to changes in interest rates results from investing and borrowing activities undertaken to
manage our liquidity and capital requirements. There can be no assurance that we will not be materially
adversely affected by interest rate changes in the future. In addition, our use of interest rate swaps exposes
us to the risk of default by the counterparties to such arrangements. Any such default could have a
material adverse effect on our business.

Credit Risk

The Company is subject to credit risk through trade receivables. The Company manages this risk through
evaluation and monitoring processes. The Company believes its customers to be established and
creditworthy. Credit risk is further mitigated through the use of provisional payment arrangements and
the use of letters of credit and other financial instruments, where appropriate. Credit risk also relates to
derivative contracts arising from the possibility that a counterparty to an instrument in which the
Company has an unrealized gain fails to perform. The Company transacts only with counterparties it
considers to be highly-rated. The Company does not consider the credit risk associated with these
financial instruments to be significant. Nonetheless there can be no guarantee that all customers of the
Company will be able to fulfill its obligations, which could have an adverse effect on the Company.

Environment, Health and Safety Regulations

Environmental, health and safety legislation affects nearly all aspects of our operations including mine
development, worker safety, waste disposal, emission controls and protection of endangered and
protected species. Compliance with environmental, health and safety legislation can require significant
expenditures and failure to comply with environmental, health and safety legislation may result in the
imposition of fines and penalties, the temporary or permanent suspension of operations, clean-up costs
arising out of contaminated properties, damages and the loss of important permits. Exposure to these
liabilities arises not only from our existing operations, but from operations that have been closed or sold
to third parties. We are required to reclaim properties after mining is completed and specific requirements
vary among jurisdictions. In some cases, we may be required to provide financial assurances as security
for reclamation costs, which may exceed our estimates for such costs. Our historical operations have
generated significant environmental contamination. We could also be held liable for worker exposure to
hazardous substances and for accidents causing injury or death. There can be no assurances that we will
at all times be in compliance with all environmental, health and safety regulations or that steps to achieve
compliance would not materially adversely affect our business.

Environmental, health and safety laws and regulations are evolving in all jurisdictions where we have
activities. We are not able to determine the specific impact that future changes in environmental, health
and safety laws and regulations may have on our operations and activities, and our resulting financial
position; however, we anticipate that capital expenditures and operating expenses will increase in the
future as a result of the implementation of new and increasingly stringent environment, health and safety
regulation. For example, emissions standards are poised to become increasingly stringent as are laws
relating to the use and production of regulated chemical substances. Further changes in environmental,
health and safety laws, new information on existing environmental, health and safety conditions or other
events, including legal proceedings based upon such conditions or an inability to obtain necessary
permits, could require increased financial reserves or compliance expenditures or otherwise have a
material adverse effect on us. Changes in environmental, health and safety legislation could also have a
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material adverse effect on product demand, product quality and methods of production and distribution.
In the event that any of our products were demonstrated to have negative health effects, we could be
exposed to workers compensation and product liability claims which could have a material adverse affect
on our business.

Transportation Risks

Due to the geographical location of our mining properties and locations, we are highly dependent on third
parties for the provision of rail and port services. We negotiate prices for the provision of these services
in circumstances where we may not have viable alternatives to using specific providers, or have access to
regulated rate setting mechanisms. Contractual disputes, demurrage charges, rail and port capacity issues,
availability of vessels and rail cars, weather problems or other factors can have a material adverse effect
on our ability to transport materials according to schedules and contractual commitments.

Aboriginal Title Claims

Recent Canadian jurisprudence requires governments to consult with aboriginal peoples with respect to
grants of mineral rights and the issuance or amendment of project authorizations. This may affect our
ability to acquire, either within a reasonable time frame or at all, effective mineral titles in Canada in
which aboriginal title is claimed. The risk of unforeseen aboriginal title claims also exists in foreign
jurisdictions and also could affect existing operations as well as development projects and future
acquisitions. These legal requirements may affect our ability to expand or transfer existing operations or
to develop new projects.

Foreign Activities

Our business currently operates in Chile, Honduras and Tunisia, and may operate in other foreign
countries in the future, where there are added risks and uncertainties due to the different economic,
cultural and political environments. Some of these risks include nationalization and expropriation, social
unrest and political instability, uncertainties in perfecting mineral titles, trade barriers and exchange
controls and material changes in taxation.

There is no assurance that future political and economic conditions in the countries in which we operate
will not result in their governments adopting different policies respecting foreign development and
ownership of mineral resources. In Honduras, there have been recent political initiatives to amend the
1998 General Mining Act (the “Mining Act”) which is the principal legislation governing mining in
Honduras. As it relates to the Company, these initiatives, if undertaken as presently understood, are most
likely to affect environmental, fiscal and taxation matters and result in increased operating costs. While it
is not expected that these mining law reform initiatives will have a material adverse impact on the
Company’s business, such an impact cannot be ruled out given that developments are not within the
control of the Company.

Any changes in policy may result in changes in laws affecting ownership of assets, taxation, rates of
exchange, concentrate sales, environmental protection, labour relations, repatriation of income and return
of capital, which may affect both the ability of the Company to undertake exploration and development
activities in respect of future properties in the manner then currently contemplated, as well as its ability to
continue to explore, develop and operate those properties in respect of which the Company has obtained
exploration, development and operating rights.

Further, developing country status or an unfavorable political climate may make it difficult for us to
obtain financing for projects in some countries.
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Greenhouse Gas Emissions

The primary source of greenhouse gas emissions in Canada is the use of hydrocarbon energy. Our
operations depend significantly on hydrocarbon energy sources to conduct daily operations, and there are
currently no economic substitutes for these forms of energy. The federal and provincial governments
have not finalized any formal regulatory programs to control greenhouse gases and it is not yet possible to
reasonably estimate the nature, extent, timing and cost of any programs proposed or contemplated, or
their potential effects on operations.

Accounting Policies and Internal Controls

We prepare our financial reports in accordance with accounting policies and methods prescribed by
Canadian generally accepted accounting principles. In preparation of financial reports, management may
need to rely upon assumptions, make estimates or use their best judgment in determining the financial
condition of the Company. Significant accounting policies are described in more detail in our
Consolidated Financial Statements. In order to have a reasonable level of assurance that financial
transactions are properly authorized, assets are safeguarded against unauthorized or improper use and
transactions are properly recorded and reported, we have implemented and continue to analyze our
internal control systems for financial reporting. Although we believe our financial reporting and financial
statements are prepared with reasonable safeguards to ensure reliability, we cannot provide absolute
assurance.

Legal Proceedings

The nature of our business subjects us to numerous regulatory investigations, claims, lawsuits and other
proceedings in the ordinary course of our business. The Company is currently subject to litigation and
may be involved in disputes with other parties in the future which may result in litigation. The outcome
of these legal proceedings cannot be predicted with certainty. There can be no assurances that these
matters will not have a material adverse effect on our business.

Regulatory and Environmental Risks

The Company’s mining, processing operations and exploration activities are subject to various laws and
regulations governing the protection of the environment, exploration, development, production, exports,
taxes, labour standards, occupational health, waste disposal, toxic substances, mine safety and other
matters. New laws and regulations, amendments to existing laws and regulations or more stringent
implementation of existing laws and regulations could have a material adverse impact on the Company,
increase costs, cause a reduction in levels of production and/or delay or prevent the development of new
mining properties. The Company believes it is currently in compliance in all material respects with all
applicable environmental laws and regulations. Such compliance requires significant expenditures and
increases mine development and operating costs.

Mining is subject to potential risks and liabilities associated with pollution of the environment and the
disposal of waste products occurring as a result of mineral exploration and production. Environmental
liability may result from mining activities conducted by others prior to the Company’s ownership of a
property. To the extent the Company is subject to uninsured environmental liabilities, the payment of
such liabilities would reduce the Company’s otherwise available earnings and could have a material
adverse effect on the Company. Should the Company be unable to fully fund the cost of remedying an
environmental problem, it might be required to suspend operations or enter into interim compliance
measures pending completion of the required remedy, which could have a material adverse effect on the
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Company. In addition, the Company does not have coverage for certain environmental losses and other
risks, as such coverage cannot be purchased at a commercially reasonable cost.

Licenses and Permits

The Company’s operations require licenses and permits from various governmental authorities. The
Company believes it holds all material licenses and permits required under applicable laws and
regulations and believes it is presently complying in all material respects with the terms of such licenses
and permits. However, such licenses and permits are subject to change in various circumstances. There
can be no guarantee that the Company will be able to obtain or maintain all necessary licenses and
permits that may be required to explore and develop its properties, commence construction or operation of
mining facilities and properties under exploration or development or to maintain continued operations that
economically justify the cost.

Royalties

The Company’s mining properties are subject to various royalty and land payment agreements. Failure
by the Company to meet its payment obligations under these agreements could result in the loss by the
Company of its related property interests.

Title to Properties

The validity of the mining claims that constitute most of the Company’s property holdings can be
uncertain and may be contested. Although the Company has attempted to acquire satisfactory title to its
properties, some risk exists that such titles, particularly title to undeveloped properties, may be defective.

3.5 Qualified Persons

The effective date of the Company’s mineral reserves and mineral resources estimate is December 31,
2006. The 2006 estimated measured and indicated mineral resource and the estimated inferred mineral
resource were prepared under the supervision of Torben Jensen, P.Eng., who is employed by the
Company as VP, Engineering and who is a qualified person. The qualified person responsible for the
Mpyra Falls mineral reserve and mineral resource estimates is Ken Atkin, P.Geo. (BC), Chief Geologist.
The qualified person responsible for the Langlois mineral reserve and mineral resource estimates for
Zones 3 and 4 is Donald Gervais, member of I’Ordre des géologues du Québec, Chief Geologist. The
qualified person responsible for the Langlois mineral reserve and mineral resource estimates for Zone 97
is Jean-Francois Couture, P.Geo. of SRK Consulting (“SRK”). The qualified person responsible for the
Grevet B mineral resource estimate is Bernard Salmon, Ing. of Scott Wilson RPA. The qualified person
responsible for the El Mochito mineral reserve and mineral resource estimates is Renaud Adams, P.Eng.,
General Manager, El Mochito mine. The qualified person responsible for the El Toqui mineral reserve
and mineral resource estimates is Robert McGuire, P.Eng., General Manager, El Toqui mine.

3.6 Summary of Mineral Reserves and Mineral Resources

The following table summarizes the Company’s mineral reserves and mineral resources estimates as at
December 31, 2006.
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Mineral Reserves and Mineral Resources Table

Proven and Probable Reserves
December 31, 2006

December 31, 2005

Tonnes Zn Pb Cu Ag Au Tonnes Zn Pb Cu Ag Au

(000's) (%) (%) (%) (9/) (9/t) (000's) (%) (%) (%) (9/) (9/t)
Myra Falls 6,134 57 05 1.0 41 12 6,000 64 05 1.1 46 1.3
El Mochito 2,899 6.1 27 - 89 - 2413 66 22 - 87 -
El Toqui 2,869 82 - - - 1.3 2,591 7.8 - - - 2.1
Langlois 3,658  10.1 - 08 49 0.1 3,323 108 - 08 52 0.1
Total 15,560 73 - - - - 14,327 7.7 - - - -
Measured and Indicated Resources*

December 31, 2006 December 31, 2005

Tonnes Zn Pb Cu Ag Au Tonnes Zn Pb Cu Ag Au

(000%s) (%) (%) (%) (9/Y) (a/t) (000%) (%) (%) (%) (9/Y) (9/)
Myra Falls 7,224 72 06 12 55 1.7 8,647 78 0.7 14 64 1.8
El Mochito 3,199 67 28 - 97 - 3,195 82 28 - 1 -
El Toqui 3,597 89 - - - 1.3 3,420 84 - - - 1.9
Langlois 5,699 10.7 - 08 51 0.1 4981 11.1 - 0.8 54 0.1
Total 19,719 84 - - - - 20,243 88 - - - -
* Includes proven and probable reserves but excludes inferred resources
Inferred Resources

December 31, 2006 December 31, 2005

Tonnes Zn Pb Cu Ag Au Tonnes Zn Pb Cu Ag Au

(000's) (%) (%) (%) (9lt) (9/t) (000's) (%) (%) (%) (9l (9/t)
Myra Falls 4,431 69 08 1.0 81 20 2,419 48 0.6 09 45 14
El Mochito 2480 57 23 - 75 - 2,174 72 43 - 131 -
El Toqui 4,626 85 - - - 0.5 3012 79 - - - 0.5
Langlois 1,808 88 - 05 39 0.1 1,255 9.7 - 0.5 40 0.1
Total 13,345 75 - - - - 8,860 7.1 - - - -

Metal Price Assumptions

For the December 31, 2006 mineral reserves estimates, metal prices, including premiums, used to
determine economic viability were US$1.12/1b. zinc, C$/US$ exchange rate of 1.09, US$600/0z. gold,
US$12/0z. silver, US$2.55/Ib. copper and US$0.54/Ib. lead. For Grevet B, the satellite deposit at
Langlois, the metal prices used were US$1.45/lb. zinc, C$/US$ exchange rate of 1.09, US$12/0z. silver
and US$3.27/1b. copper. Higher prices were used on this deposit as it is expected that it will be mined

over the next two years.

For the December 31, 2005 mineral reserves, the following metal price assumptions were used for the

various mineral reserve/mineral resource estimates.
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Mineral reserves and mineral resources at Myra Falls were based on an NSR cut-off of $65/tonne for the
HW deposit and $70/tonne for all other deposits. Prices used for the mineral reserve/mineral resource
estimates were US$0.80/1b. zinc, US$1.80/1b. copper, US$7.50/0z. silver, US$500/0z. gold and a C$/US$
exchange rate of $1.18.

For both El Mochito and El Toqui, long term metal prices and exchange rates were first assigned in 1998.
Prices used for the mineral reserve/mineral resource estimates were US$0.55/Ib. zinc, US$0.25/1b. lead,
US$5/0z. silver, US$275/0z. gold and a C$/US$ exchange rate of $1.43. Prior to 2006, no modification
of these prices had been made since that time. Both operations use a specific cut-off grade which has
been applied annually since that time. Mineral resources at El Mochito are based on a grade cut-off of 3.0
to 5.0% zinc depending on the deposit. Mineral resources at El Toqui are based on a grade cut-off of
4.75% zinc for all deposits.

At Langlois, the NSR values used to outline mineral reserves were based on US$0.50/Ib. zinc US$0.80/1b.
copper, US$5/0z. silver, US$343/0z. gold and a C$/US$ exchange rate of $1.43 for Zone 97 and
US$0.55/1b. zinc, US$0.90/1b. copper, US$5/0z. silver, US$275/0z. gold and a C$/US$ exchange rate of
$1.55 for Zones 3 and 4.

Scientific and Technical Data

The Company is reporting mineral resource and reserve estimates in accordance with the CIM Definition
Standards For Mineral Resources and Mineral Reserves (the “CIM Guidelines™) for the estimation,
classification and reporting of resources and reserves.

The Canadian Securities Administrators’ National Instrument 43-101 (“NI 43-101") requires mining
companies to disclose reserves and resources using the subcategories of “proven” reserves, “probable”
reserves, “measured” resources, “indicated” resources and “inferred” resources in accordance with the
meanings ascribed to those terms in the CIM Guidelines. Mineral resources that are not mineral reserves
do not have demonstrated economic viability.

A mineral reserve is the economically mineable part of a measured or indicated resource demonstrated by
at least a preliminary feasibility study. This study must include adequate information on mining,
processing, metallurgical, economic and other relevant factors that demonstrate, at the time of reporting,
that economic extraction can be justified. A mineral reserve includes diluting materials and allows for
losses that may occur when the material is mined. A proven mineral reserve is the economically mineable
part of a measured mineral resource demonstrated by at least a preliminary feasibility study. This study
must include adequate information on mining, processing, metallurgical, economic, and other relevant
factors that demonstrate, at the time of reporting, that economic extraction is justified.

A mineral resource is a concentration or occurrence of natural, solid, inorganic or fossilized organic
material in or on the earth’s crust in such form and quantity and of such a grade or quality that it has
reasonable prospects for economic extraction. The location, quantity, grade, geological characteristics and
continuity of a mineral resource are known, estimated or interpreted from specific geological evidence
and knowledge.

A measured mineral resource is that part of a mineral resource for which quantity, grade or quality,
densities, shape, physical characteristics, can be estimated with a level of confidence sufficient to allow
the appropriate application of technical and economic parameters, to support production planning and
evaluation of the economic viability of the deposit. The estimate is based on detailed and reliable
exploration, sampling and testing information gathered through appropriate techniques from locations
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such as outcrops, trenches, pits, workings and drill holes that are spaced closely enough to confirm both
geological and grade continuity.

An indicated mineral resource is that part of a mineral resource for which quantity, grade or quality,
densities, shape and physical characteristics can be estimated with a level of confidence sufficient to
allow the appropriate application of technical and economic parameters, to support production planning
and evaluation of the economic viability of the deposit. The estimate is based on detailed and reliable
exploration and testing information gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes that are spaced closely enough for geological and grade
continuity to be reasonably assumed.

An inferred mineral resource is that part of a mineral resource for which quantity and grade or quality can
be estimated on the basis of geological evidence and limited sampling and reasonably assumed, but not
verified, geological and grade continuity. The estimate is based on limited information and sampling
gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings and
drill holes. Mineral resources which are not mineral reserves do not have demonstrated economic
viability.

3.6 Operating Mines
A) MYRA FALLS MINE
Project Description and Location

The Company owns and operates, through its subsidiary, NVI Mining Ltd., the Myra Falls
zinc/copper/lead/gold/silver mine located near Campbell River, British Columbia. Effective July 23,
2004, the Company acquired all of the outstanding shares of Boliden Westmin (Canada) Limited
(“BWCL”), the owner of the Myra Falls mine from Boliden Limited (“Boliden”) for consideration
consisting of 18 million Common Shares and Tradeable Warrants to purchase 5 million Common Shares
at an exercise price of $1.00 expiring on January 28, 2009. Subsequently, the Company changed the
name of BWCL to NVI Mining Ltd.

Accessibility, Climate, Local Resources, Infrastructure and Physiography

The Myra Falls mine is located in Strathcona-Westmin Provincial Park in central Vancouver Island,
British Columbia. The mine is linked by a 90 kilometre paved road to the port of Campbell River on the
east coast of Vancouver Island and also by paved road to the west coast of Vancouver Island via the town
of Gold River. Campbell River is an important local centre, which is connected by road to the provincial
capital, Victoria, and has air links to Vancouver.

The mine and other installations are located on the floor of Myra valley at an elevation of approximately
275 metres above sea level. On both sides of the valley are steep, rugged mountains rising to
approximately 1,850 metres above sea level. The lower slopes are covered by forest composed of fir,
hemlock and cedar. Alpine meadow occurs at higher elevations and the summits are bare rock with local
glacial ice.

Precipitation is high, reaching the equivalent of 2,500 millimetres of rain per year, which may include up
to three metres of snow in winter. The temperature ranges from 28°C in summer to -18°C in winter.

The Myra Falls mine facilities include an underground mine and a conventional milling facility which
produces separate zinc and copper concentrates. Other facilities include a headframe and hoist building,
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which houses the compressors that provide compressed air for the underground mine and ancillary
functions, a hydraulic backfill plant and a concentrate loadout facility located in Campbell River.
Electrical power is provided by two hydro-electric power stations producing 11.2 megawatts. As well,
there is a 12 megawatt diesel generating plant which supplies any additional power required.

The mine property covers 2,209.97 hectares held under mining leases, 317.62 hectares held under
freehold title to minerals and 1,110 hectares held under two post mining claims. The leases are valid for
varying terms and, upon expiry, may be renewed by formal application to the applicable governmental
authorities.

History

1918 James Cross and Associates staked claims in the Myra Falls/Buttle Lake area discovering H-W,
Lynx, Price and Myra mines.

1920’s Following the discovery of the Lynx mineralization, Paramount Mining Co. of Toronto started
first development work in the area but inconclusive findings along with the remoteness of the
area and depressed metal prices resulted in little work being done.

1959 Reynolds Syndicate acquired the claims.

1961  Western Mines Limited acquired the claims.

1966 The Lynx mine started as an open pit operation.

1967 Lynx mine producing 860 tonnes per day and diamond drilling established underground mineral
reserves.

1969 Myra mine deposits discovered.

1972 Myra mine in production. Brascan Resources Ltd. acquired a controlling interest in Western
Mines Limited.

1975 Lynx open pit mine was completed. The Lynx underground mine produced approximately 8,500
tonnes per month.

1976  Aggressive exploration program initiated to offset the decline in the Lynx and Myra mineral
reserves.

1979  Exploration program successful in locating the large massive sulphide deposit now known as the
H-W deposit.

1981 Western Mines Limited merged with Brascan Resources Ltd. to become Westmin Resources Ltd.

1982  Over three years a new tailings disposal facility was installed and commissioned.

1985 Following additional drilling, development and feasibility studies at the new H-W mine, a shaft
and headframe was completed. After completion of a conveyor to the new mill, initial production
averaged 2,700 tonnes per day.

