IBERIAN MINERALS CORP. - MANAGEMENT’S DISCUSSION AND ANALYSIS

QUARTER ENDED MARCH 31, 2007

Introduction

This management discussion and analysis (“MD&A”) of results, operations and financial
condition of Iberian Minerals Corp. (“Iberian” or the “Company”, and formerly PGM
Ventures Corporation) describes the operating and financial results of the Company for
the quarter ended March 31st, 2007. This MD&A supplements, but does not form part
of, the unaudited consolidated financial statements of the Company, and should be read
in conjunction with Iberian’s unaudited consolidated financial statements and related
notes for the quarter ended March 31st, 2007, as well as the results of fiscal years 2006
and 2005. The Company prepares and files its consolidated financial statements in
accordance with Canadian generally accepted accounting principles (“GAAP”). The
currency referred to in this document is the Canadian Dollar, all holdings in foreign
currencies by Iberian or its subsidiaries have been converted to Canadian Dollars in
accordance with foreign currency translation accounting as disclosed in Note 3(k) of the
annual audited consolidated financial statements

Overview of the First Quarter

During the first quarter of 2007, Iberian Minerals Corp focused on: i) securing the
remaining permits required to construct and operate the Aguas Tenidas mine, ii)
progressing the updated mine plan schedule due to be completed in the second quarter
of 2007, and iii) accelerating the development and construction of the Aguas Tenidas
mine.

In January, the Company announced that it had received the building licence (Licencia
de Obra) required for the construction of the Aguas Tenidas mine including the ore
processing plant, the tailings facility and all surface infrastructure at the mine. Receipt of
this permit allows the mine construction process to proceed as planned. Subsequent to
March 31st, 2007 the Company announced that it had received the permit required to
operate its ore processing plant. This permit is subject to a number of conditions
including the posting of €7 million in bonds.

The Company is still awaiting a permit from the Junta de Andalucia which will allow it to
operate the tailings facility once construction is completed. In this regard, the company
has now supplied all the additional information, plans and reports requested by the
authorities.

Construction at the mine progressed satisfactorily during the first quarter. Construction
of the portal for the new mine access ramp which commenced in January was
completed and the ramp had advanced 239 meters by the end of the quarter. Work on
extending the existing ramp and the investigation gallery had also progressed; the latter,
which will be used for infill and final definition drilling, should be completed during the
second current quarter. Site clearance for the plant and tailings dam sites has been
completed and earth moving was almost completed at the end of the quarter. The new
offices and canteens are now fully operational.
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The Company continues to add steadily to its work force. At the end of the quarter the
company had 41 employees with an additional 147 contractors on site.

As a subsequent event the Company issued a press release dated May 22" 2007
summarizing the results of the almost completed technical optimization process for the
Aguas Tenidas project. This optimization included, amongst other areas, updated
resource and reserve estimates, the design of a new access ramp, a detailed review of
mine development and scheduling, the development of an updated mine plan and the
completion of an updated financial model. While this has resulted in an increase in
project capital and operating costs as expected, a financial analysis confirms continued
strong project economics. The Company will now proceed to finalize arrangements for a
project financing package, which is expected to consist of a combination of equity and
conventional bank project financing. The May 22" press release is available on the
internet on the SEDAR website at www.sedar.com. RGS Global Pty Limited is also
compiling an updated technical report which is expected to be completed shortly and will
be made available on Sedar in due course.

1.1 Date of MD&A
This MD&A was prepared on May 24th, 2007
1.2 Overall Performance

Iberian Minerals Corp. reported a net loss of $508,293 for the three months ended
March 31%, 2007, compared with a net loss of $1,444,441 for the corresponding period
of 2006. The main factors that contributed to the loss in first quarter 2007 were Stock
based compensation of $178,049, Administrative and other $472,083, Convertible
debenture interest and accretion of $449,019 and a Foreign exchange loss of $328,478.
These costs were partially offset by interest income of $919,336. A comparison of the
results for the three months ended March 31% 2007 with those of the corresponding
period 2006 is discussed below.

Stock based compensation totalled $178,049 during the three months ended March 31%
2007, compared to $855,042 for the corresponding period of 2006. This decrease is due
to the timing of the vesting of stock options and their corresponding treatment as an
expense for accounting.

Administrative and other costs amounted to $472,083 for the first quarter of 2007,
compared to $487,374 for the first quarter of 2006. A breakdown of Administrative and
others for these periods is set out in Section 1.15. Within Administration and other,
Accounting and corporate services costs decreased from $51,106 in the first quarter of
2006 to $39,096 in 2007 due primarily to the reduced level of accounting services
required during the first quarter of 2007. Office costs amounted to $15,410 a decrease
of $40,380 from 2006 due mainly to the inclusion of insurance costs in the first quarter of
2006. Professional and consulting fees totalled $234,362 for 2007, compared to
$143,748 for 2006. This increase was mainly due to increased legal and general
consulting fees incurred during the first quarter of 2007. Transfer agents, listings and
filing fees at $38,560 for the first quarter of 2007 were $38,412 below the 2006 level, due
mainly to a decrease in filing fee costs during the quarter as a result of the reduced level
of funding activities by the Company during the first quarter of 2007. Shareholders’
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information decreased from $15,162 in 2006 to $3,158 in the first quarter of 2007. Travel
expenses increased from $48,015 in the first quarter of 2006 to $72,740 in 2007 due to
an increased level of travel related to advancing the Aguas Tenidas project. Advertising,
promotion and public relations amounted to $13,987 in 2007 a decrease of $31,328 over
the first quarter of 2006. This decrease was due mainly to the reduced level of financing
activities during the first quarter of 2007. Occupancy costs totalled $4,770 in 2007
compared to $4,500 for 2006. Capital taxes amounted to $50,000 in the first quarter of
2007 compared to $nil for the corresponding period of 2006.

A flow- through interest penalty of $46,766 was paid in the first quarter of 2006 to the
Canada Revenue Agency and compared with a penalty of $nil for the corresponding
period of 2007. The 2006 charge arose as a result of flow- through funds raised by the
Company in 2004 being spent in 2005. Under the flow- through programme a company
can raise funds in one fiscal year, elect to spend the funds in the second fiscal year and
elect to pay an interest penalty. The Company has spent the funds raised, filed the
appropriate paperwork, and paid the interest penalty required, so the Company therefore
has no further obligations with regard to the flow -through funds raised in 2004.

Interest on the Dundee Resources’ convertible debenture totalled $449,019 for the first
quarter of 2007, compared to $nil for the corresponding period of 2006. The interest is
payable semi-annually on July 26" and January 26" each year and the interest payable
up to and including January 26" 2008 shall be paid in common shares at the prevailing
market price per common share. The interest charge also includes an interest expense
amounting to $79,156, which relates to the accretion of this convertible loan as set out in
Note 5 of the quarterly consolidated financial statements for the three months ended
March 31,2007.

There was a foreign exchange loss of $328,478 during the first quarter of 2007 which
compares with a loss of $107,584 for the first quarter of 2006. These foreign exchange
losses arose primarily from the Company’s exposure to fluctuations in the value of the
Canadian Dollar to the Euro.

Interest income including interest on Funds held in trust totalled $919,336 for the first
quarter compared to $5,559 for the first quarter of 2006. This increase in interest
income reflects from the Company’s increased level of cash holdings in 2007 resulting
from the various financings undertaken during 2006.

Overall the net loss for the three months ended March 31 2007 amounted to $508,293,
compared to a net loss of $1,444,441 for the corresponding period of 2006.

In addition, there is an amount of $142,499 charged to Other Comprehensive Loss
which relates to the unrealized loss on long term investments. Under new standards
issued by the Canadian Institute of Chartered Accountants, as set out in Note 2 and
effective from January 1%, 2007, all financial assets are to be measured at fair value and
this loss is required to be presented outside the net loss of the Company within the
category Other comprehensive loss.

1.3 Selected Annual Information

Not applicable to Quarterly MD&A
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1.4 Results of Operations

2006 Financing Activities

There were no equity financings during the first quarter of 2007. During 2006 Iberian
raised $76,476,540 gross from equity financings. This does not include escrowed
proceeds totaling $22,112,144 which proceeds continue to be held in trust at March
31,2007.

2007 Selected Project Summaries

Project Project Spending
in Period

Aguas Tenidas $12,078,833

Various Investigation $0

Licenses Spain

Sangold $0

Various Venezuela $0

Projects

Aguas Tenidas

During the first quarter of 2007 the company focused on the development and
construction of Aguas Tenidas following the receipt of the building license required for
the construction of the mine in January 2007.

Construction of the portal for the new mine access ramp was completed and
development of the two principal underground haulage ways progressed satisfactorily.
The investigation gallery, which will be used for infill and final definition drilling, was
nearing completion by the end of the quarter. Infill drilling is expected to commence in
the second quarter once the preliminary investigation work on the copper stockworks is
completed.

As a subsequent event the Company issued a press release dated May 22™,2007
releasing the results of the almost completed technical optimization process for the
Aguas Tenidas project including the development of an updated mine plan together with
details of increased capital and operating costs. This press release is available on the
internet at the Sedar website at www.sedar.com. RGS Global Pty Limited is also
compiling an updated technical report which is expected to be completed shortly and will
be made available on Sedar in due course.

Progress on the plant and tailings dam under Aker Kvaerner continued during the
quarter. Site clearance for the plant and tailings dam was completed, and earth works
were almost complete, with the first areas expected to be available for civil works in late
April/learly May. Site roads were also in the process of being upgraded at quarter end.
At the end of March final bids were under review for both the civil works and the
structural steel contracts. Work had also commenced on plant engineering and process
design including the issue of specifications, technical bid analysis and evaluation . The
placing of orders had commenced.
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MATSA continued to strengthen its project team during first quarter of 2007. At the same
time Aker Kvaerner Engineering Services Ltd., whose UK subsidiary is responsible for
plant design, continued to assemble its construction team on site in Spain.

Spending on the Aguas Tenidas project totaled $12,078,833 during the first quarter of
2007. Professional services, investigation, research and development costs including
owners costs totalled $7,203,324 which were capitalized as Intangible fixed assets.
Tangible fixed assets under construction totaled $4,801,110 and included mine
development/ new ramp $3,411,975 and mine offices $624,840. As the project continues
to develop through 2007 the spending levels will continue to increase as the project
demands increase. The construction and underground development of the second
ramp, the advance of the exploration drive, and the construction of the surface facilities
are all capital intensive activities. The Company has focused on funding sources to
meet the budgetary demands of development, but if these sources do not deliver the
funding required, or if further funding is required, the development plans for the project
could be jeopardized.

Various Investigation Licenses in Spain

In the first quarter of 2007 there was no material spending associated with the
Investigation Licenses held by the Company. The Company does intend to evaluate all
of these licenses and filed a 43-101 report on the La Majada property with SEDAR on
January 22, 2007.

Risks and Uncertainties

Iberian Minerals Corp. is a development stage company, and accordingly, is subject to a
number of risks and uncertainties, any of which could have a material effect on its
business, operations or future performance, including but not limited to: permitting risks,
reliance on capital markets in order to meet its funding requirements both to continue as
a going concern as well as to raise the significant amounts of capital required to develop
the Aguas Tenidas project, commodity price and capital market volatility, possible
challenges to the title to its properties, exploration and exploitation risks, country risk,
uninsurable risks, environmental risks, changes in the legal or political environment in
which is operates, currency fluctuations and dilution. A summary of these risks and
uncertainties has been included beginning on page 12 of this document and the reader
is encouraged to read this section carefully.
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1.5 Summary of Quarterly Results

First Fourth Third Second
Quarter Quarter Quarter Quarter
March 31 December 31 | September 30 June 30
2007 2006 2006 2006
Revenue (including interest
income) $919,336 $598,822 $566,291 $26,814
Net income (loss) ($508,293) ($932,492) ($2,965,940) ($1,865,409)
Net income (loss) per share basic $0.00 $0.00 ($0.02) ($0.02)
Net income (loss) per share diluted $0.00 $0.00 ($0.02) ($0.02)
First Fourth Third Second
Quarter Quarter Quarter Quarter
March 31 December 31 | September 30 June 30
2006 2005 2005 2005
Revenue (including interest
income) $5,559 $12,552 $11,058 $13,019
Net income (loss) ($1,444,441) ($3,776,358) ($4,102,487) ($1,628,168)
Net income (loss) per share basic ($0.02) ($0.06) ($0.06) ($0.03)
Net income (loss) per share diluted ($0.02) ($0.06) ($0.06) ($0.03)

Revenue arising from interest on funds on deposit remained relatively stable from the
quarter ended June 30th, 2005 to the quarter ended June 30th 2006. The increased
revenues for the quarters ended September 30th 2006 at $ 566,291, December 31st 2006
$598,822 and March 31st 2007 $919,336 were as a result of interest earned on the higher
cash amounts on deposit following the receipt of funds from the Company’s various
financings during 2006.

In the eight quarters set out above, the company recorded a net loss in each quarter.
These have been increased losses for the third and fourth quarters of 2005 and in the third
quarter of 2006. The loss in the third quarter of 2005 was due mainly to the write down
of mining interests with approximately $ 3 million related to Venezuela. The loss in the
fourth quarter of 2005 was due mainly to the additional write offs of mining interests,
most notably the Nixon Bartleman property and the Company’s remaining Venezuelan
projects together with the loss arising from the sale of the Thierry Mine. The increased
loss during the third quarter of 2006 was due mainly to the write off of the Sangold

property.
The loss of $508,293 in the first quarter of 2007 is discussed in more detail in section 1.2.
1.6 Liquidity

Iberian Minerals Corp. reported a working capital of $69,774,099 at March 31° 2007
compared with a working capital of $80,673,861 at December 31% 2006. The Company
had cash and cash equivalents of $51,792,937 at March 31%'2007 compared to
$61,952,395 at December 3151 2006. The reduction in the cash and working capital
balances of the Company is due to the continued funding of MATSA expenditure during
the quarter.
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There were no equity fundings during the quarter. Funds raised from the exercise of
warrants and options totalled $865,526. During 2006 Iberian raised $76,476,540 gross in
capital from financings. This does not include escrowed proceeds totalling $22,112,144
which continues to be held in trust at March 31% 2007. These funds, which include
accumulated interest, will be released from escrow upon receipt by MATSA of the final
permit for the operation of the tailings management facility. In addition during 2006,
$12,166,792 gross was raised from the exercise of warrants and options.

The Company is continuing its efforts to raise funds for ongoing requirements and to
meet its ongoing obligations as they arise. There is, however, no assurance that the
Company will be successful in its efforts, in which case the Company would not be able
to meet its obligations. The consolidated financial statements have been prepared on a
going concern basis as discussed in Note 1 of the March 31 2007 consolidated
financial statements.

Should the Company be unable to realise on its assets and discharge its liabilities in the
normal course of business the net realisable value of the Company may be materially
less than the amounts recorded on the consolidated balance sheet.

As of March 31% 2007 the Company’s net debt was $31,832,146 consisting of the
following.

Balance Balance
March 31 | December 31
Account 2007 2006
$ $
Accounts payable and accrued liabilities 7,744,960 4,720,367

Convertible debenture (See Note 5 in Financials) | 23,339,240 | 23,260,084

Current portion of long term debt 360,869 623,093
Long term debt (See Note 4 in Financials) 387,077 653,007
Total 31,832,146 | 29,256,551

In common with many junior public companies the Company raises capital for its
activities and projects as and when required. No funds were raised during the first
quarter of 2007.

As a subsequent event the Company issued a press release dated May 22" 2007 which
reported an increased capital cost estimate of US$270 million. The Company expects to
use a combination of equity and conventional bank financing to fund the project to
commercial production. A variety of grants, 'soft' loans and low interest loans are
available from the Spanish Government (at national and provincial level) and from the
European Union. These potential sources of funding are being investigated and the
Company is optimistic that some of them may be made available, thus reducing the
amount of any conventional debt facility.
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1.7 Capital Resources

At March 312007, the Company had the following capital requirements under existing
agreements.

a) Accounts payable in the normal course of business.
b) Convertible Debenture.

c) The Company’s wholly owned subsidiary MATSA has now commenced the
construction phase of the project and will accordingly require funds. The source
of these funds will include those outlined in Section 1.6 Liquidity.

d) The Company’s wholly owned subsidiary MATSA had capital commitments
totalling $35.9 million at March 31° 2007.

1.8 Off-Balance Sheet Arrangements

The Company has no off-balance sheet arrangements.

1.9 Transactions with Related Parties

The Company has the following transactions with related parties:

The Company has management agreements with Peter Miller and Norman Brewster for
their services as President and CEO, and Chairman and Vice President respectively,
whereby each receives annual fees of CDN $240,000.

The fees paid for the three months ended March 31, 2007 to the directors, including the
management agreements, and as disclosed in the financial statements were $52,500
(2006 - $27,500) and were paid to the following parties Peter Miller $13,500 (2005 -
$(4,000)), Norman Brewster $31,500 (2006 - $27,500) and Peter Gleeson $7,500 (2006
- $4,000)

Additionally, the Company paid a total of $117,000 (2006 - $107,500) in consulting fees.
The consulting fees were for services provided to MATSA and the Sangold project and
have been capitalized to mining interests and to property plant and equipment. The
$117,000 was paid as follows: Peter Miller $48,000 (2006 - $54,000), Norman Brewster
$30,000 (2006 — $22,500), Peter Gleeson $24,000 (2006 - $16,000) and Porphyry (a
company in which Michael Newbury holds an interest) $15,000 (2006 - $15,000).

The Company has an agreement with Billiken Management Services Inc. (“Billiken”), to
manage exploration and development of various projects. Billiken employs individuals to
manage programs on behalf of its clients and in turn charges a fee of 10% of expenses
incurred on their behalf. Two of the shareholders of Billiken are the spouses of Peter
Miller and Norman Brewster and if they were to act in conjunction with each other they
would control Billiken, but they do not manage the day to day affairs of Billiken, as the
day to day affairs of Billiken are carried out by the paid management of Billiken. For the
three months ended March 31, 2007 the fees paid to Billiken by the Company totalled
$16,810 (2006 - $11,281). The Company also paid rent in the amount of $4,770 (2006
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$4,500) and consulting fees of $17,550 (2006 - $6,000) to Billiken. These expenses
were recorded in Administrative and other expenses. Due to the Company from Billiken
at March 31, 2007, is an amount of $150,116 ( March 31,2006 $117,408) representing
advances against project costs incurred on behalf of the Company.

The Company paid administrative and compliance fees in the amount of $8,500 (2006 -
$Nil) to a company that is controlled by a family member of a director and were recorded
as administrative and other expenses.

The Company also paid legal fees of $114,253 (2006 - $223,924) to McMillan Binch
Mendelsohn LLP, a firm in which Carmen Diges is a partner. Ms. Diges acts as
corporate secretary of the Company. The increase in legal fees is reflective of the
general increase in project and financing activity of the Company and the requisite
increase in legal activity carried out by Ms. Diges in her capacity as counsel to the
Company.

For the three months ended March 31 2007 director fees totalling $ nil (2006 - $nil) were
paid by the Company.

The Company pays funds to related parties in the course of carrying out the Company’s
business, in exchange for services rendered to the Company. If the Company were not
paying these related parties for these services the Company would still have to pay
individuals or entities in order to obtain these services and to carry out the business of
the Company. These transactions are in the normal course of operations and are
measured at the exchange amount, which is the amount of consideration established
and agreed to by the Company and the related parties

There were no private placements during the first quarter of 2007. During the
corresponding period of 2006 the Company carried out no private placement
transactions in which parties related to Iberian participated.

1.10 Fourth Quarter

Not applicable to Quarterly MD&A

1.11 Proposed Transactions

The Company presently has no planned or proposed business or asset acquisitions or
dispositions.

1.12 Critical Accounting Estimates

Iberian did not rely on any critical accounting estimates in the most recent quarter.
1.13 Changes in Accounting Policies Including Initial Adoption

In light of the receipt by the Company of the positive Feasibility Report in respect of
Aguas Tenidas in January 2006, and its decision to put the project into production, the

Company has adopted Accounting Guideline 11 — Enterprises in the Development
Stage.
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The Company has also adopted the new standards for recognition and measurement of
Financial Instruments effective January 1,2007 as outlined in Note 2 of the Consolidated
Financial Statements. .

1.14 Financial Instruments and Other Instruments

The Company’s current financial instruments consist of cash and cash equivalents,
funds held in trust, mineral property settlement, accounts receivable, accounts payable
and accrued liabilities .The carrying values approximate the fair values of these financial
instruments due to the short-term maturity of these items.

The long-term investment consists of shares of Richview Resources Inc. which the
Company is holding for the long term. The fair value at March 31st 2007 has been
written down to $997,500 which is in compliance with the new standards issued by the
Canadian Institute of Chartered Accountants as set out in Note 2 and effective from
January1,2007 whereby all financial assets are to be measured at fair value. Regardless
of these fluctuations in value the Company considers this to be a long term investment.

The long term debt is related to payments of the Spanish subsidiary. The fair value of
this long-term debt is not readily determinable.

1.15 Other MD&A Requirements

1.15(a)Property, plant and

equipment
Activity for Activity for
Three Three
Months Months
Balance at Ended Balance at Ended
December 31 March 31 March 31 March 31
2006 2007 2007 2006
Property, plant and equipment 65,435,458 4,801,110 70,236,568 251,720
Add: stock options compensation
capitalized 0 74,399 74,399 0
Less: capital grants (5,835,131) 0 (5,835,131) (497,006)
Application of negative goodwill (27,326,207) 0| (27,326,207) 0
Interest income (103,331) 0 (103,331) 0
Amortization 0 0 0 0
MATSA expenditures capitalized 15,878,609 7,203,324 23,081,933 2,076,507
Total 48,049,398 12,078,833 60,128,231 1,831,221
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1.15(b) Administration and other

Three Months Ended
Mar 31 Mar 31
2007 2006
$ % $ %
Accounting and corporate services 39,096 8% 51,106 11%
Office expenses 15,410 3% 55,790 11%
Professional and consulting fees 234,362 50% 143,748 29%
Transfer agent, listing and filing fees 38,560 8% 76,972 16%
Shareholders' information 3,158 1% 15,162 3%
Travel 72,740 15% 48,015 10%
Advertising, promotion and public

relations 13,987 3% 45,315 9%
Occupancy costs 4,770 1% 4,500 1%
Flow-through interest penalty 0 0% 46,766 10%
Director fees 0 0% 0 0%
Capital tax 50,000 11% 0 0%
Totals 472,083 | 100% 487,374 | 100%

Disclosure of Outstanding Share Data

Iberian is traded on the TSX Venture Exchange under the symbol IZN. On May 18",
2007 there were 167,871,103 shares issued, 10,780,000 stock options outstanding
expiring from May 2007 to September 2011, and 486,289 warrants outstanding expiring
in September 2007.

Forward Looking Statements

This MD&A includes certain “Forward-Looking Statements” within the meaning of the
US Private Securities Reform Act of 1995. Other than statements of historical fact, all
statements are “Forward-Looking Statements” that involve such various known and
unknown risks, uncertainties and other factors. There can be no assurance that such
statements will prove accurate. Results and future events could differ materially from
those anticipated in such statements. Readers of this document are cautioned not to
place undue reliance on these “Forward-Looking Statements .

RISKS AND UNCERTAINTIES
The business of Iberian is subject to a number of risks and uncertainties commensurate
with its status as a junior exploration and development company. In addition to

considering the information disclosed in the financial statements and in the other publicly
filed documentation regarding the Company available at www.sedar.com, the reader
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should carefully consider the following information. Any of these risk elements could
have material adverse affects on the business of the Company.

Permitting Requirements

The Company is required to obtain certain permits for the construction and operation of
the Aguas Tenidas project. The first permit to recommence commercial production at
the mine was received May 23rd, 2006 and was press released. This was required in
lieu of an initial production permit due to the previous operations carried out on the
property by its predecessor in interest. The Company received, in January 2007, the
construction licence required in order to build the processing plant, tailings facility and
surface infrastructure. As a subsequent event in April 2007 the Company received the
operating permit for the ore processing plant. The Company has applied for, but not yet
received, the operating permit for the tailings facility. The Company requires formal
receipt of this operating permit in order to release the funds held in trust pursuant to the
terms of subscription receipt financing. The Company advises that, while the Company
expects to receive this permit, there is no guarantee that this permit will be received and
that if and when applicable there is no guarantee that such permit will be renewed if
required.

Additional Funding Requirements

Notwithstanding the $30 million underwritten private placement announced on May 16",
the $25 million financing from Dundee Resources Ltd, the $15 million private placement
with Investec Bank and Trafigura Beheer B.V, the additional funding of $17.4 million as
part of the completion of the US$20 million funding facility with Trafigura Beheer B.V, the
exercise of pre-emptive rights held by Dundee Resources Limited and Trafigura Beheer
B.V to acquire special warrants resulting in an aggregate investment of $4,428,000, the
bank loan arrangement being negotiated with Investec Bank and the potential of the
Company being successful in its grant applications with the relevant Spanish authorities,
the Company does have limited financial resources. There is no assurance that
sufficient additional financing will be available to the Company on acceptable terms or at
all. Failure to obtain such additional financing could result in a delay or the indefinite
postponement of the Aguas Tenidas Project.

Commodity Price Volatility

The price of various commodities which the Company intends to exploit and
subsequently market can fluctuate drastically, and is beyond the Company’s control.

The Company is specifically concerned about the price of Copper and Zinc with Lead,
Silver and Gold providing useful by product revenues. While the Company would benefit
from an increase in the value of these metals, the Company could be adversely affected
by a decrease in the value of these metals. Were the prices of these metals to decline
below the prices used for the determination of the positive feasibility study authored by
SRK the economic viability of the project could be affected. The details of the pricing
used in the Feasibility Report and the effect of fluctuations in commodity prices can be
found in the press release of January 20", 2006.
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Title to Mineral Properties

Acquisition of title to mineral properties is a very detailed and time-consuming process.
Title to, and the area of, mineral properties may be disputed or impugned. Although the
Company has investigated its title to the mineral properties for which it holds
concessions or mineral leases or licenses, there can be no assurance that the Company
has valid title to such mineral properties or that its title thereto will not be challenged or
impugned. For example, mineral properties sometimes contain claims or transfer
histories that examiners cannot verify; and transfers under foreign law often are
complex. The Company does not carry title insurance with respect to its mineral
properties. A successful claim that the Company does not have title to a mineral property
could cause the Company to lose its rights to mine that property, perhaps without
compensation for its prior expenditures relating to the property.

Mineral Exploration and Exploitation

Mineral exploration and exploitation involves a high degree of risk. Few properties that
are explored are ultimately developed into producing mines. Unusual or unexpected
formations, formation pressures, fires, power outages, labour disruptions, flooding,
explosions, tailings impoundment failures, cave-ins, landslides and the inability to obtain
adequate machinery, equipment or labour are some of the risks involved in mineral
exploration and exploitation activities. The Company has relied on and may continue to
rely on consultants and others for mineral exploration and exploitation expertise.
Substantial expenditures are required to i) establish mineral reserves and resources
through drilling, ii) to develop metallurgical processes to extract the metal from the ore
and iii) in the case of some properties, to develop the mining and processing facilities
and infrastructure at any site chosen for mining, or to upgrade existing infrastructure.
There can be no assurance that the funds required to exploit any mineral reserves and
resources discovered by the Company will be obtained on a timely basis or at all. The
economics of exploiting mineral reserves and resources discovered by the Company are
affected by many factors, many outside the control of the Company, including the cost of
operations, variations in the grade of ore mined and metals recovered, price fluctuations
in the metal markets, costs of processing equipment, and other factors such as
government regulations, including regulations relating to royalties, allowable production,
importing and exporting of minerals and environmental protection. There can be no
assurance that the Company’s mineral exploration and exploitation activities will be
successful.

Country Risk
Political and Economic Instability

The Company’s mineral exploration and exploitation activities may be adversely affected
by political instability and legal and economic uncertainty in the countries where the
Company has operations. The risks associated with the Company’s foreign operations
may include political unrest, labour disputes, invalidation of governmental orders and
permits, corruption, war, civil disturbances and terrorist actions, arbitrary changes in
laws, regulations and policies, taxation, price controls, exchange controls, delays in
obtaining or the inability to obtain necessary permits, opposition to mining from
environmental or other non-governmental organizations, limitations on foreign
ownership, limitations on the repatriation of earnings, limitations on mineral exports and
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increased financing costs. These risks may limit or disrupt the Company’s projects or
operations, restrict the movement of funds or result in the deprivation of contractual
rights. The Company presently holds assets in Ontario, which it considers to be
extremely low risk with reference to the above stipulated potential risks, and in Spain, in
which the Company does not foresee country risk as being problematic, but country risk
is out of the control of the Company.

Uninsurable Risks

Mineral exploration and exploitation activities involve numerous risks, including
unexpected or unusual geological operating conditions, rock bursts, cave-ins, fires,
floods, earthquakes and other environmental occurrences and political and social
instability. It is not always possible to obtain insurance against all such risks and the
Company may decide not to insure against certain risks as a result of high premiums or
other reasons. Should such liabilities arise, they could negatively affect the Company’s
profitability and financial position, and the value of the common shares of the Company.
The Company does not maintain insurance against environmental risks.

Environmental Regulation and Liability

The Company’s activities are subject to laws and regulations controlling not only mineral
exploration and exploitation activities themselves but also the possible effects of such
activities upon the environment. Environmental legislation may change and make the
mining and processing of ore uneconomic or result in significant environmental or
reclamation costs. Environmental legislation provides for restrictions and prohibitions on
spills, releases or emissions of various substances produced in association with certain
mineral exploitation activities, such as seepage from tailings disposal areas that could
result in environmental pollution. A breach of environmental legislation may result in the
imposition of fines and penalties or the suspension or closure of operations. In addition,
certain types of operations require the submission of environmental impact statements
and approval thereof by government authorities.

Environmental legislation is evolving in a manner which may mean stricter standards
and enforcement, increased fines and penalties for non-compliance, more stringent
environmental assessments of proposed projects and a heightened degree of
responsibility for companies and their directors, officers and employees. Permits from a
variety of regulatory authorities are required for many aspects of mineral exploitation
activities, including closure and reclamation. Future environmental legislation could
cause additional expense, capital expenditures, restrictions, liabilities and delays in the
development of the Company’s properties, the extent of which cannot be predicted. In
the context of environmental permits, including the approval of closure and reclamation
plans, the Company must comply with standards and laws and regulations which may
entail costs and delays depending on the nature of the activity to be permitted and how
stringently the regulations are implemented by the permitting authority. The Company
does not maintain environmental liability insurance.

Regulations and Permits
The Company’s activities are subject to wide variety of laws and regulations governing

health and worker safety, employment standards, waste disposal, protection of the
environment, protection of historic and archaeological sites, mine development and
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protection of endangered and protected species and other matters. The Company is
required to have a wide variety of permits from governmental and regulatory authorities
to carry out its activities. These permits relate to virtually every aspect of the Company’s
exploration and exploitation activities. Changes in these laws and regulations or changes
in their enforcement or interpretation could result in changes in legal requirements or in
the terms of the Company’s permits that could have a significant adverse impact on the
Company’s existing or future operations or projects. Obtaining permits can be a
complex, time-consuming process. There can be no assurance that the Company will be
able to obtain the necessary permits on acceptable terms, in a timely manner or at all.
The costs and delays associated with obtaining permits and complying with these
permits and applicable laws and regulations could stop or materially delay or restrict the
Company from continuing or proceeding with existing or future operations or projects.
Any failure to comply with permits and applicable laws and regulations, even if
inadvertent, could result in the interruption or closure of operations or material fines,
penalties or other liabilities.

Currency Fluctuations
Currency fluctuations may affect costs at the Company’s operations.
Dependence on Key Employees

The Company’s business and operations are dependent on retaining the services of a
small number of key employees. The success of the Company is, and will continue to
be, to a significant extent, dependent on the expertise and experience of these
employees. The loss of one or more of these employees could have a materially adverse
effect on the Company. The Company does not maintain insurance on any of its key
employees.

Potential Dilution

The issue of common shares of the Company upon the exercise of the options and
warrants will dilute the ownership interest of the Company’s current shareholders. The
Company may also issue additional option and warrants or additional common shares
from time to time in the future. If it does so, the ownership interest of the Company’s
then current shareholders could also be diluted.
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