NO SECURITIES REGULATORY AUTHORITY HAS EXPRESSED AN OPINION ABOUT THESE
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Prospectus
Initial Public Offering September 24, 2004
MAWSON RESOURCESLIMITED

#1305 — 1090 West Georgia Street, Vancouver, BC V6E 3V7
Telephone: (604) 685-9316 Facsimile: (604) 683-1585

3,250,000 Units
and

3,000,000 Common Shares to be issued
on the Exercise of 3,000,000 Specia Warrants

Public Offering of $1,300,000

Mawson Resources Limited (the “Company”) is offering (the “ Offering”) to the public through its agent,
Canaccord Capital Corporation (the “Agent”), on a commercially reasonable efforts bass,
3,250,000 Units of the Company (“Units") at a price of $0.40 per Unit, for gross proceeds of $1,300,000.
Each Unit will consist & one Common Share (a “Share’) and one-haf of a Common Share purchase
warrant (a “Warrant”). Each whole Warrant will entitle the holder to purchase one Common Share (a
“Warrant Share”) for a period of 12 months from the date of Closing at a price of $0.50 per Warrant
Share.

The Company has also granted the Agent an option (the “ Over-dlotment Option™), exercisable in whole
or in part to sell up to 375,000 additional Units (the “Additional Units’) at the offering price set forth
above for further gross proceeds of up to $150,000. This Prospectus qualifies the grant of the Over-
allotment Option and the distribution of Common Shares and Warrants upon the exercise of the Over-
alotment Option.

CANACCORD
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Priceto the Agent’sCommission® Proceeds to the
Public®® Company®@®

Per Unit $0.40 $0.03? $0.37

Offering $1,300,000 $97,5002 @ $1,202,500“

D The offering price of the Units was determined by negotiation between the Company and the Agent.

(2 If the Agent exercises the Over-alotment Option in full, the total Price to the Public will be $1,450,000, the

total Agent’s Commission will be $108,750 and the total Proceeds to the Company will be $1,341,250.

(©)) The Company has agreed to pay the Agent a commission equal to 7.5% of the gross proceeds from the sale
of the Units and any Additional Units sold pursuant to the Offering (the “Commission”). The Agent has
the right to receive up to one-half of the Commission payable from the sale of the Units and the Additional
Units in cash or by the issuance to the Agent of up to 135,937 Units of the Company (the “Agent’s
Commission Units"), assuming full subscription to the Offering and the Agent’s exercise of the Over-
allotment Option in full, at a deemed price of $0.40 per Agent's Commission Unit. The Agent’s
Commission Units will have the same attributes, terms and conditions as the Units being qualified for sale
pursuant to this Prospectus. The Shares and Warrants comprising the Agent’s Commission Units are
qualified by and will be distributed pursuant to this Prospectus. In addition, the Agent will be granted
warrants (the “Agent’s Warrants’) to acquire such number of Common Shares (the “Agent’s Warrant
Shares’) as is equal to 12% of the number of Units and Additional Units sold under the Offering for a
period of 12 months from the date of Closing at an exercise price of $0.40 per Agent's Warrant Share. The
Agent’s Warrants are qualified by and will be distributed pursuant to this Prospectus. The Company has
also paid the Agent $10,000 as an administration fee and will issue to the Agent 150,000 Units (the
“Corporate Finance Units”), having the same attributes, terms and conditions as the Units being qualified
for sale pursuant to this Prospectus, as a corporate finance fee (the “Corporate Finance Fee”). The Shares
and Warrants comprising the Corporate Finance Units are qualified by and will be distributed pursuant to
this Prospectus. (see “Plan of Distribution”).

4 Before deducting remaining estimated expenses of the Offering of $18,659, which, together with the cash
portion of the Commission, will be paid by the Company from the proceeds of the Offering.

The Agent, or registered sub-agents who assist the Agent in the distribution of the Units and Additional
Units, if applicable, conditionally offers on a commercially reasonable efforts basis the Units and
Additiona Units, if applicable, subject to prior sae, if, as and when issued and delivered by the Company
and accepted by the Agent in accordance with the conditions contained in the Agency Agreement,
referred to under “Plan of Digtribution”. Subscriptions will be received subject to rejection or allotment
in whole or in part and the right is reserved to close the subscription books at any time without notice.
Closing for the Offering will occur 10 days after the Offering Date. The Offering Date will be such date
as may be agreed upon by the Company and the Agent, but not later than the date that is 90 days after a
Mutual Reliance Review System decision document is issued for this Prospectus unless an extension to
this date is granted by the applicable regulatory authorities. Certificates representing the Shares and
Warrants forming the Units and Additional Units will be available for delivery to the Agent at Closing.

In addition, this Prospectus also qualifies the distribution of 3,000,000 Common Shares (the “ Specia
Warrant Shares’) in the capital of the Company to be issued, without payment of additional consideration,
upon the exercise or deemed exercise of 3,000,000 previoudy issued specia warrants (the “ Special
Warrants'’) issued pursuant to a private placement completed on May 31, 2004. The Specia Warrants
may be exercised at any time on or before the date (the “Expiry Date”) which isthe earlier of (i) the first
business day following the day which is 36 months from the date of issue of the Specia Warrants on
which the holder of such Specid Warrants gives notice to the Company of its election to exercise the
Special Warrantsinto Special Warrant Shares; and (ii) the fifth business day following the day on which a
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Mutual Reliance Review System decision document for this Prospectus is issued by or on behalf of the
British Columbia, Alberta and Ontario Securities Commissions (the “Commissions’). All unexercised
Specia Warrants will be deemed to be exercised immediately prior to the Expiry Date without any further
action on the part of the holders of such Special Warrants.

IssuePrice Commissons Proceedsto Company

Per Special Warrant” $0.10 Nil $300,000

(D The offering price of the Special Warrants was determined by the Company. See“Prior Sales’.

Certificates representing the Special Warrant Shares will be available for delivery following the exercise
or deemed exercise of the Specia Warrants.

Investments in natural resource issuers involve a significant degree of risk. The degree of risk increases
substantially where the company’ s properties are in the exploration as opposed to the development stage.
All of the properties of the Company are in the exploration or pre-exploration stage and are without a
known body of commercial ore. The proposed exploration programs are exploratory searches for ore.
Investors should not invest any funds in this Offering unless they can afford to lose their entire
investment. For further particulars, see “Risk Factors’.

Thereis no market through which these securities may be sold and purchasers may not be able to
resell securities purchased under this Prospectus. The Company has applied to list its Common
Shares on the TSX Venture Exchange (the “Exchange’). The listing is subject to the Company
fulfilling all of the listing requirements of the Exchange, including prescribed distribution and
financial requirements.

NO PERSON IS AUTHORIZED BY THE COMPANY TO PROVIDE ANY INFORMATION OR TO
MAKE ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED IN THIS PROSPECTUS
IN CONNECTION WITH THE ISSUE AND SALE OF THE SECURITIES OFFERED PURSUANT TO
THISPROSPECTUS.

Agent
CANACCORD CAPITAL CORPORATION
2200— 609 Granville Street
Vancouver, BC V7Y 1H2
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GLOSSARY OF TERMS

The following is a glossary of certain terms used in this Prospectus including the Summary hereof.
Terms and abbreviations used in the financia statements of the Company and in the exhibits to this
Prospectus may be defined separately and the terms and abbreviations defined below may not be used
therein.

General Terms

“Additional Units’ means the up to 375,000 Units of the Company which may be sold by the Agent
upon exercise of the Over-allotment Option;

“Agent” means Canaccord Capital Corporation;

“Agent’s Commission Units’ means the up to 135,937 Units of the Company which may, at the option
of the Agent, be issued in payment of up to one-half of the Agent’s 7.5% commission payable for services
rendered by the Agent to complete the sale of the Units and the Additional Units, each such Agent’s
Commission Unit having the same attributes, terms and conditions as the Units being offered and sold
pursuant to this Prospectus;

“Agent’s Warrant Shares” means the Common Shares to be issued upon the exercise of the Agent’s
Warrants;

“Agent’s Warrants’ means the share purchase warrants to be granted to the Agent equa to 12% of the
number of Units and Additiona Units sold under the Offering and pursuant to the exercise of the Over-
alotment Option, each Agent’s Warrant exercisable for the purchase of one Agent’s Warrant Share for a
period of 12 months from the date of Closing at an exercise price of $0.40 per Agent’s Warrant Share;

“BCA” means the Business Corporations Act (British Columbia), including the regulations promulgated
thereunder;

“Board” means the board of directors of the Company;
“business day” means any day, other than Saturday, Sunday or a statutory holiday;

“Closing” means the closing of the Offering which shall occur on the day which fals 10 days after the
Offering Date, and if such day is not a business day, the first business day theresfter;

“Commission” means the commission payable to the Agent pursuant to the agency agreement dated for
reference September 1, 2004 between the Company and the Agent in connection with the Offering, which
commission is equa to 7.5% of the gross proceeds from the sale of the Units and any Additiona Units;
“Common Shares’ means the common shares of the Company;

“Company” means Mawson Resources Limited;

“Corporate Finance Units’ means the means the 150,000 Units of the Company to be issued to the
Agent as part of the corporate finance fee, each such Corporate Finance Unit having the same attributes,
terms and conditions as the Units being offered and sold pursuant to this Prospectus,

“Escrow Agent” means Computershare Trust Company of Canadain its capacity as escrow agent under
the Escrow Agreement;
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“Escrow Agreements’ means, collectively, an agreement among the Principals, Sandra Henstridge, the
Escrow Agent and the Company with respect to 6,050,000 Common Shares and 30,000 Special Warrant
Shares and an agreement among DNN Investments Ltd., Louis Montpellier, Folke Soderstrom, the
Escrow Agent and the Company with respect to 600,000 Common Shares, all such securities being
deposited into escrow in connection with the Offering;

“Exchange’ means the TSX Venture Exchange;

“Executive Officer” means, depending upon the context, in respect of the Company: (@) the chairman or
any vice-chairman of the board of directors of the Company, as the case may be, where that person
performs the functions of that office on a full-time basis; (b) the president or any vice-president in charge
of aprincipal business unit division or function such as sales, finance or production; or (c) any officer of
the Company or any subsidiary of the Company who performs a policy-making function in respect of the
Company, as the case may be whether or not that individual is aso a director of the Company, as the case
may be, or their respective subsidiaries,

“Geological Report” means, the report entitled “Review of Exploration at Vargbéacken Gold Deposit,
Skellefte Mining District Northern Sveden”, dated August 11, 2004 as prepared by Andregjs Panteleyev,
Ph.D, P.Eng,;

“Insider” means a director or senior officer of the Company; a director or senior officer of a company
that is an insider or subsidiary of the Company, a person that beneficially owns or controls, directly or
indirectly, voting shares carrying more than 10% of the voting rights attached to all outstanding voting
shares of the Company; or the Company itself if it holds any of its own securities;

“Management” means management of the Company;

“Mawson Sweden” means Mawson Sweden AB, a corporation incorporated under the laws of Sweden
that is awholly owned Subsidiary of the Company;

“NAN” means North Atlantic Natural Resources AB;

“Offering” means the offering of 3,250,000 Units at a price of $0.40 per Unit pursuant to the Prospectus;
“Offering Date” means the date which is not later than the day which is 90 days after a Mutua Reliance
Review System decision document has been issued for the Prospectus unless an extension to this date has

been granted by the applicable regulatory authorities;

“Qver-allotment Option” means the option provided by the Company to the Agent, exercisable to sdll
the Additional Units for additional gross proceeds to the Company of $150,000;

“person” means any individual, partnership, association, body corporate, trustee, executor, administrator,
legdl representative, government, regulatory authority or other entity;

“Principals’ means Michagl Hudson, Mark Saxon, David Henstridge, Nick DeMare and Mariana
Bermudez

“Prospectus’ means the preliminary or final prospectus as the case may be;

“Seed Shares’” means the Common Shares of the Company issued pursuant to the private placement
completed on March 31, 2004;
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“SEK” means Swedish kronor, one Swedish kronais equivalent to approximately Cdn$0.18 as at August
31, 2004;

“SGU” Resources Information Office of the Geological Survey of Sweden (Sveriges Geologiska
Undersokning);

“Shareholder s’ means holders of Common Shares, unless the context indicates otherwise;

“Shares’ means the Common Shares forming part of the Units, Additional Units, Agent’s Commission
Units and the Corporate Finance Units;

“Sierra Peru” means Sierra Peru Pty Ltd.;

“Special Warrant Shares’ means the Common Shares issuable upon exercise or deemed exercise of the
Specia Warrants;

“Special Warrants’ means the 3,000,000 special warrants of the Company issued pursuant to the private
placement completed on May 31, 2004, each of which entitles the holder upon exercise or deemed
exercise to receive, at no additional cost, one Special Warrant Share;

“Subsidiary” means, with respect to a specified body corporate, any body corporate of which more than
50% of the outstanding shares ordinarily entitled to elect a mgjority of the board of directors thereof
(whether or not shares of any other class or classes shall or might be entitled to vote upon the happening
of any event or contingency) are at the time owned directly or indirectly by such specified body corporate
and shall include any body corporate in like relation to a Subsidiary;

“Transfer Agent” means Computershare Investor Services Inc. in its capacity as registrar and transfer
agent of the Common Shares,

“Vargbécken Property” means the Vargbacken Mining Permit Area located in the Skellefte Mining
Didtrict of Sweden;

“Warrant Shares’” means the Common Shares issuable upon exercise of the Warrants upon receipt of
the purchase price;

“Warrants’ means the Common Share purchase warrants, one-half of which forms part of each Unit,
Additional Unit, Agent’'s Commission Unit and Corporate Finance Unit, with each whole Warrant being
exercisable for the purchase of a Warrant Share for a period of 12 months from the date of Closing at a
price of $0.50 per Warrant Share; and

“$000s” means thousands of dollars in Canadian currency.

Words importing the singular number only include the plural and vice versa and words importing any
gender include both genders.
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Metric Equivalents

For ease of reference, the following conversion factors are provided:

Imperial Measure Metric Unit Metric Unit Imperial Measure
247 acres 1 hectare 0.4047 hectares 1 acre

3.28 feet 1 metre 0.3048 metres 1 foot

0.62 miles 1 kilometre 1.609 kilometres 1 mile

0.032 troy ounces 1 gram 31.1 grams 1 troy ounce

2.205 pounds 1 kilogram 0.454 kilograms 1 pound

1.102 short tons 1 tonne 0.907 tonnes 1 short ton

0.029 troy ounces/ton 1 gram/tonne 34.28 gramg/tonne 1 troy ouncef/ton

CURRENCY AND EXCHANGE RATE INFORMATION

Unless otherwise indicated, all referencesto “$” or “dollars’ in this Prospectus refer to Canadian dollars.
In this Prospectus, references to SEK are to Swedish Kronor. The accounts of the Company are
maintained in Canadian dollars.

The noon rate of exchange as of August 31, 2004, as reported by the Bank of Canada for conversion of
Canadian dollars into Swedish Kronor was $1.00 equals SEK 5.69.
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Ag

arsenopyrite

As

assay

Au

breccia

cleavage

Cu

deformation

diorite

facies

fault

felsic

foliation

fracture
Ga

galena
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GLOSSARY OF TECHNICAL TERMSAND ABBREVIATIONS

Silver.

amonoclinic mineral, 8[FeAsS]; pseudo-orthorhombic, prismatic, and metallic silver-
white to steel gray; the most common arsenic minera and principa ore of arsenic;
occurs in many sulfide ore deposits, particularly those containing lead, silver, and
gold.; arsenical pyrite; white pyrite; white mundic.

Arsenic.

to andyze the proportions of metals in an ore; to test an ore or minerad for
composition, purity, weight, or other properties of commercia interest.

Gold.

a coarse-grained clastic rock, composed of angular broken rock fragments held
together by amineral cement or in afine-grained matrix.

the breaking of a mineral along its crystallographic planes, thus reflecting crystal
structure.

Copper.

ageneral term for the process of folding, faulting, shearing, compression, or extension
of the rocks as aresult of various Earth forces.

a group of plutonic rocks intermediate in composition between acidic and basic,
characteristically composed of dark-colored amphibole (esp. hornblende), acid
plagioclase (oligoclase, andesing), pyroxene, and sometimes a small amount of
quartz; aso, any rock in that group; the approximate intrusive equivalent of andesite.

aterm of wide application, referring to such aspects of rock units as rock type, mode
of origin, composition, fossil content, or environment of deposition.

afracturein arock across which there has been displacement.

a mnemonic adjective derived from (fe) for feldspar, (1) for lenad or feldspathoid, and
(s) for silica, and applied to light-colored rocks containing an abundance of one or all
of these congtituents.

ageneral term for a planar arrangement of textural or structural featuresin any type of
rock; esp., the planar structure that results from flattening of the constituent grains of
ametamorphic rock. Adj. foliate; foliated.

abreak in arock, usudly aong aflat or gently curved surface.

billions of years before the present.

alead sulphide mineral.
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gneiss

geophysics;
geophysical
survey

grade

granitic
glt
ha
hectare

hydrothermal

induced
polarization

mafic

magnetometer

metavolcanic

migmatite

mineralization

NI 43-101
NSR

ore

a foliated rock formed by regional metamorphism, in which bands or lenticles of
granular minerals alternate with bands or lenticles in which minerals having flaky or
elongate prismatic habits predominate.

a group of techniques that employ instruments to measure electrical, physical,
radiological and other characteristics of rocks in the field, usually in the subsurface.
Examples include induced polarization, €l ectro-magnetics, gravity and many others.
the concentration of an ore metal in arock sample, given either as weight per cent for
base metals (e.g. Cu, Zn, Pb) or in grams per tonne (g/t) or ounces per short ton (0z/t)
for gold, silver, and platinum group metals.

pertaining to or composed of granite.

grams per tonne (metric tonne, 1,000 kilograms).

Hectare.

an areatotalling 10,000 sguare metres, e.g., an area 100 metres by 100 metres.
adjective applied to hot water, usually from an externa source, that interacts with a
body of rock, and to the products of that interaction. In some cases hydrothermal
fluids interacting with a body of rock produce mineraization.

ageophysical survey that involves the application of an electrical current to a body of
rock, via electrodes. The effects of the electrical current are measured and used to
make inferences about the mineralogical and physical characteristics of the rock in the
subsurface. See also “resistivity”.

pertaining to or composed dominantly of the ferromagnesian rock-forming silicates;
said of some igneous rocks and their constituent minerals.

a sensitive instrument for detecting and measuring changes in the Earth’s magnetic
field, used in prospecting to detect magnetic anomalies and magnetic gradients in rock
formations.

said of partly metamorphosed volcanic rock.

a composite rock composed of igneous or igneous-appearing and/or metamorphic
materials that are generaly distinguishable with the unaided eye or a hand lens.

a general term, commonly used to describe minerals of potential value occurring in
rocks.

National Instrument 43-101 “ Standards of Disclosure for Mineral Projects’.
net smelter returns royalty.

anatura occurrence of one or more minerals that may be legally mined and sold at a
profit, or from which some part may be profitably separated.
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orthogonal
outcrop
Pb

ppb

ppm
pyrite
pyrrhotite

quartz

resistivity

silicification

sill
sphalerite

subaerial

subaqueous

tectonic

at right angles.

an exposure of bedrock at the earth’s surface.

Lead.

parts per billion.

parts per million (1 ppm = 1000 ppb = 1 gram/tonne).
amineral composed of iron and sulfur (FeS2).

a monoclinic and hexagona minerd, FeS; invariably deficient in iron; variably
ferrimagnetic; metallic; bronze yellow with iridescent tarnish; in mafic igneous rocks,
contact metamorphic deposits, high-temperature veins, and granite pegmatites.

acommon rock-forming minera (Si02).

a measurement of the resistance of a body of rock to the flow of electrical current;
typicaly this is one of the parameters measured during an induced polarization
urvey.

a deformation resulting from stresses that cause or tend to cause contiguous parts of a
body to dide relatively to each other in a direction parallel to their plane of contact. It
is the mode of failure of a body or mass whereby the portion of the mass on one side
of a plane or surface dlides past the portion on the opposite side. In geologica
literature the term refers almost invariably to strain rather than to stress. It is also used
to refer to surfaces and zones of failure by shear, and to surfaces aong which
differential movement has taken place.

aform of ateration in which quartz or other forms of silicon dioxide are introduced
into arock.

applied in mining to flat-bedded strata of sandstone or similar hard rocks.

azinc sulphide mineral.

said of conditions and processes, such as erosion, that exist or operate in the open air
on or immediately adjacent to the land surface; or of features and materials, such as
eolian deposits, that are formed or situated on the land surface. The term is
sometimes considered to include fluvial.

said of conditions and processes, or of features and deposits, that exist or are situated
in or under water, esp. freshwater, asin alake or stream.

said of or pertaining to the forces involved in, or the resulting structures or features of,
tectonics.
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till dominantly unsorted and undstratified drift, generally unconsolidated, deposited
directly by and underneath a glacier without subsequent reworking by meltwater, and
consisting of a heterogeneous mixture of clay, silt, sand, gravel, and boulders ranging
widely in size and shape; ice-laid drift.

topography the general configuration of aland surface or any part of the Earth’s surface, including
its relief and the position of its natural and manmade features.

vein atabular mineral deposit formed in or adjacent to faults or fractures by the deposition
of minerals from hydrothermal fluids.

Zn Zinc.
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SUMMARY OF PROSPECTUS

Thefollowing isa summary of the principal features of this distribution and should be read together with
mor e detailed information and financial data and statements contained el sewherein this Prospectus.

Company:
Offering:

Over-allotment
Option:

Price:

Conditions;

Special Warrant
Shares:

Listing:

TheBusiness:

Use of Proceeds:

Mawson Resources Limited

3,250,000 Units raising gross proceeds of $1,300,000. The Company has agreed to
pay the Agent the Commission equal to 7.5% of the gross proceeds from the sale of
the Units and any Additional Units. The Agent has the right to receive up to one-
half of the Commission payable from the sale of the Units and any Additional Units
by the issuance to the Agent of Agent’s Commission Units at a deemed price equa

to the price of the Offering.

A maximum of 375,000 Additional Units raising gross proceeds of up to $150,000.

$0.40 per Unit.

The Closing of this Offering is conditional on the receipt of subscriptions for
3,250,000 Units. If the foregoing condition is not met, the Offering will be
discontinued and the Agent will return all amounts received pursuant to this Offering
to investors without interest or deduction (see “Plan of Distribution”).

This Prospectus also qualifies the distribution of 3,000,000 Specia Warrant Shares
to be issued upon the exercise or deemed exercise of 3,000,000 Specia Warrants
previously issued pursuant to a private placement.

The Company has applied to list the Common Shares on the Exchange. Listing will
be subject to the Company fulfilling al of the requirements of the Exchange,
including prescribed distribution and financia requirements.

The Company is a mineral exploration company. The Company currently holds an
option to acquire a mgority interest in the Vargbéacken Property located in Northern
Sweden. The business of the Company consists of the exploration and development
(if warranted) of the properties in which it holds an interest. See “The Business of
the Company” and “ The Property of the Company”.

The Company will receive gross proceeds of $1,300,000 upon completion of the
Offering and a further $150,000 upon the exercise by the Agent of the Over-
alotment Option in full. The Company received gross proceeds of $366,500 from
the prior sales of Seed Shares and Specia Warrants. Of those proceeds, $167,990
was used for the acquisition and exploration of the Vargbécken Property, $72,870
was used for administration and office expenses and management fees and $60,341
was used for share issuance costs related to the private placement of the Seed Shares
and the Special Warrants and the Offering. The working capital of the Company as
at August 31, 2004 was $5,670. The Company intends to use the available funds,
namely the net proceeds of the Offering ($1,202,500) and its current working capital
asat August 31, 2004, as follows:
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Offerin Offering &
Over-
allotment
Option
Available Funds® $1.208170  $1.346,920
Intended Use of Available Funds
To pay the remaining costs of the Offering,? $18,659 $18,659
To conduct the recommended Phasel exploration program $682,000 $682,000
on the Principal Property®
To cover estimated general and administrative expenses for $194,000 $194,000
a 12 month period
To provide general working capital® $313511 $452.261
TOTAL $1.208,170 $1,346,920

(D The Company has agreed to pay the Agent on Closing the Commission equal to
7.5% of the gross proceeds from the sale of the Units and any Additional Units. The
Agent has the right to receive up to one-half of the Commission payable from the
sale of the Unitsand any Additional Units, in cash or by the issuance to the Agent of
up to 135,937 Agent’s Commission Units. If the Agent electsto receive some of the
Commission in Agent’s Commission Units, the additional cash available as a result
of the payment of the Commission in the form of Agent’s Commission Units will be
added to general working capital.

2 Estimated total costs of the Offering are $105,000.
3 See “The Property of the Company” for details.

(4) Part of the general working capital may be used by the Company to fund the Phase 2
exploration programs, if warranted, as set out in “ The Property of the Company”.

See “Use of Proceeds’ and “Risk Factors”.

Risk Factors: The Company and its business and operations will be subject to various risk factors
as set forth under “Risk Factors’.

There is currently no market for the Shares and Warrants comprising the Units.

Investment in the Units should be regarded as highly speculative due to the proposed
nature of the Company’s business and its present stage of development. The
purchase price of the Units exceeds the net tangible book value per Common Share
and accordingly investors will suffer immediate and substantial dilution of their
investment. The Company presently has no producing properties and its Vargbécken
Property is without a known body of ore. There is no assurance that commercial

guantities of minerals will be discovered on the properties nor is there any guarantee
that the Company’s exploration program thereon will yield positive results. The
Company has no source of revenue and currently operates at a loss. Exploration,
development and mining operations involve a high degree of risk that even a
combination of experience, and knowledge and careful evaluation may not be able to
overcome. It will be necessary for the Company to raise additional monies to carry
out exploration or development on the properties and there is no assurance that

V25198\VAN_LAW\ 162112y



- XV -

additional funds can be obtained on terms acceptable to the Company or at all.

Fallure to obtain additional financing could resut in delay or indefinite
postponement of further exploration or development of the properties or loss of
mineral claims. Meta prices have experienced significant price fluctuations over
short periods of time and are affected by numerous factors beyond the control of the
Company. There is no guarantee of title to the Vargbécken Property. The
Company’s activities are subject to regulatory and environmental control by and
require licences, permits and approvals from, governmental bodies over which the
Company has no control. The Company competes with other corporations which
have greater technical and financial resources. Directors and officers associations
with other companies and businesses may give rise to conflicts of interest from time
to time. Following the completion of the Offering and assuming the exercise of the
Over-dlotment Option in full, excluding Common Shares that may be issued upon
the exercise of outstanding stock options, but including Common Shares which
comprise the maximum number of Agent’s Commission Units which may be issued
and Common Shares that may be issued upon the exercise or deemed exercise of the
Specia Warrants, the directors and officers of the Company will own or control,
directly or indirectly, approximately 44.32% of the outstanding Common Shares of
the Company, most of which will be owned by Messrs. Michael Hudson and Mark
Saxon. As aresult, these shareholders, in particular Messrs. Hudson and Saxon will
have the ability to control or influence the outcome of most corporate actions
requiring shareholder approval. A large portion of the historical technical data in
respect of its Vargbécken Property was prepared by previous operators of such
property. There are risks associated with relying on historical data and therefore
such data may be used for reference only and must be verified by the Company
before being relied upon in formulating exploration programs.

Summary of Financial Information:

Period from inception on
10-Mar ch-2004 to 31-July-

2004
(audited)
Net Income (10ss) ($72,870)
Unproven minera interests $167,990
Deferred share issue costs $58,341
Total assets $389,456
Long term liabilities N/A
Shareholder equity (net of deficit) $295,178
Number of Common Shares™ 6,650,000

D

The number of Common Shares represents Common Shares issued and outstanding as at
July 31, 2004. See “Consolidated Capitalization” for information on Common Shares reserved

for future issuance.
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CORPORATE STRUCTURE
Name and | ncor por ation

The Company was incorporated on March 10, 2004 under the Company Act (British Columbia) and on
April 16, 2004, as aresult of the enactment by the British Columbia legislature of the BCA, the Company
transitioned under and became subject to the BCA. The Company’s registered office is Suite 2300,
1055 Dunsmuir Street, Vancouver, BC V7X 1J1 and its head office is Suite 1305 — 1090 West Georgia
Street, Vancouver, BC V6E 3V7.

The Company has one wholly owned Subsidiary, Mawson Sweden, which was incorporated under the
laws of Sweden on April 17, 2004 and has a registered office at Smaragdvégen1 A, 961 46 Boden,
Sweden and its head office at Suite 1305 — 1090 West Georgia Street, Vancouver, BC V6E 3V7.

BUSINESSOF THE COMPANY

General Development of the Business

The Company was incorporated on March 10, 2004. On May 3, 2004, the Company, through its wholly
owned Subsidiary Mawson Sweden, entered into two assignment agreements (the “Assignment
Agreements’) with Sierra Peru. Under the first Assgnment Agreement, the Company acquired all of
Sierra Peru’sright, title and interest in and to a letter of understanding dated April 5, 2004 with NAN (the
“Vargbacken LOU”) in respect of the Vargbacken Mining Permit Area (the “Vargbéacken Property”), a
letter of understanding dated April 5, 2004 with NAN (the “Stenberget LOU”) in respect of the
Stenberget Exploration Permit (the “ Stenberget Property”) and a letter of understanding dated April 5,
2004 with NAN (the “NSR LOU") in respect of an NSR in favour of NAN over the Granselliden nr 1
Exploration Application Area (the “Granselliden Exploration Ared’).

Under the second Assignment Agreement, the Company acquired al of Sierra Peru’s right title and
interest in and to the Granselliden Exploration Area, together with the Vinliden and Langtjarn Exploration
Application Areas (collectively the “Exploration Areas’) made by Sierra Peru and certain bonds (the
“Bonds’) deposited by Sierra Peru in an aggregate amount of SEK 240,607 ($43,309) with the Swedish
Mining Inspectorate for the payment of the second and third year payments on the Exploration Areas (see
“Regulations Related to Mineral Tenure, Exploration and Current Claim Status’ for a discussion of the
payments to be made on exploration permits in Sweden). The Vargbéacken Property and Stenberget
Property are located within the Granselliden Exploration Area. On June 15, 2004 an exploration permit
was granted by the Swedish Mining Inspectorate to Mawson Sweden in respect of the Granselliden
Exploration Area. The Company has aso submitted an application to aquire the Granselliden nr 2
Exploration Permit (the “Granselliden Application Area’) which is located within the Granselliden
Exploration Area and surrounds the Vargbécken Property.

Subsequent to the execution of the Assignment Agreements, Mawson Sweden and NAN executed two
option and joint venture agreements, each dated June 28, 2004, that superseded and replaced the
Vargbacken LOU and Stenberget LOU (the “Option and JV Agreements’). Under each Option and JV
Agreement, Mawson Sweden has the right to acquire from NAN a 51% interest in the Vargbécken
Property or Stenberget Property, as the case may be, by incurring expenditures on such property totalling
not less than SEK 4,000,000 (approximately $720,000) within three years from the date of the Option and
JV Agreement. Upon exercising its option to acquire a 51% interest in a property, under each Option and
JV Agreement, the Company is obligated to incur all expenditures on behalf of the joint venture on the
property until an additional SEK 8,000,000 (approximately $1,440,000) of expenditures has been incurred.
If the additional expenditures of SEK8,000,000 are incurred on or before the fifth anniversary of the date
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of the Option and JV Agreement, the Company will acquire an additional 29% interest in such property.
Upon acquiring an 80% interest on a property, NAN has the option to either participate in the joint
venture or elect to have itsinterest converted to a 2% NSR.

Also subsequent to the execution of the Assignment Agreements, Mawson Sweden and NAN entered into
a Royaty Agreement dated June 28, 2004 that superseded and replaced the NSR LOU. Under the
Royalty Agreement, Mawson Sweden agreed to grant NAN a 2% NSR on all mineral production derived
from the Granselliden Exploration Area and the Granselliden Application Area. The 2% NSR is not
payable, however, in respect of the portion of the Granselliden Exploration Area or Granselliden
Application Area that is contained in either the Vargbécken Property or the Stenberget Property or any
other territory that is or becomes subject to the Option and JV Agreements.

During the spring of 2004, the Company carried out limited exploration programmes, including data
compilation, geochemical sampling and structural analysis on the properties as part of its due diligence
procedures. These expenditures have been accounted for as part of the costs of the Company’s unproven
mineral interests. Currently, the Company intends to finance the further exploration of the Vargbéacken
Property. Asthe mgority of the past exploration has been conducted on the Vargbécken Property it isthe
Company’s principal and only material property.

Acquisitions and Dispositions

Pursuant to each Option and JV Agreement, Mawson Sweden has the right to acquire from NAN up to an
80% interest in the Vargbécken Property or Stenberget Property, as the case may be. For details of the
terms of the Option and JV Agreements, please see the section entitled “General Development of the
Business’.

Trends

The Company is not aware of any trend, commitment, event or uncertainty that can reasonably be
expected to have a materia effect on the Company’s business or financia condition.

Stated Business Objectivesand Milestones

The Company’s primary objective following completion of the Offering is to finance the recommended
exploration program described in the section of this Prospectus entitled “The Property of the Company”.
Phase | will be carried out using the Company’s existing working capital and proceeds of the Offering.
Assuming completion of the Offering it is expected that Phasel will be completed by April 5, 2005. If
the results of the Phase | exploration program prove to be encouraging, the Company will commence
Phase Il of the exploration program. See “The Property of the Company — Recommendations’ for more
detail. The Company will require additional capital to complete the Phasell program or later phases of
exploration work. The additional capital may come from future equity financings. There can be no
assurance that the Company will be able raise such additional capital if and when required. See *Use of
Proceeds’ and “Risk Factors - Requirement for Further Financing”. Management of the Company
believes that the directors and officers of the Company have expertise that will support the Company
through all phases of the currently proposed exploration programs on the Company’s Vargbacken
Property.
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THE PROPERTY OF THE COMPANY
Independent Report on Vargbécken Property

Andrgjs Panteleyev, Ph.D., P.Eng. (“Panteleyev”) was retained by the Company to prepare the Geological
Report on the Vargbécken Property. Mr. Panteleyev is an independent qualified person as defined in
NI 43-101. The Geologica Report is dated August 11, 2004 and deals with the Vargbéacken Property.
The Geological Report is the source of al of the technical disclosure contained in this Prospectus relating
to the Vargbécken Property. The following is a summary derived from information detailed in the
Geologica Report except where noted.

Property Description and L ocation
Location and Description

The Vargbécken Property in the western part of the Skellefte mining district in northern Sweden
(Figure 1) centres on co-ordinates 1,618,459E and 7,225,786N (Swedish Grid Projection, RT90 Datum).
It is in Lycksele municipality (kommun) in the Vasterbotten province (1&n) of Swedish Lappland. The
Vargbacken Roperty is within the bounds of the standard topographic 1:50,000 map sheet Mala 23
northeast. The closest town is Mald, a village with about 2,500 people that serves as the northern base of
the Minera Resources Information Office of the SGU. Maldis about 120 kilometres by road inland from
Skellefted, the nearest large population centre. Skellefted near the Baltic coast is served by daily flights
from Stockholm, and a well-maintained road and rail system connects it to the rest of Sweden and
Norway.

The Vargbacken Property is subject to the Option and JV Agreement between Mawson Sweden and
NAN. The Vargbacken Property is described as follows:

Vargbécken Mining Permit

Name: Vargbéacken K nrl, Claim Number (Dnr): 22-378-2001 Type: Mining
Area: 20.5238 ha, Approved From: 13 October, 2003

Approved to: 13 October 2028 (25 years)

Title Holder: North Atlantic Natural Resources AB

UTM Co-ordinates of property corner points (Swedish Nationa Grid):

1. 1618100 E, 7225545 N 5. 1618820 E, 7225860 N
2. 1618100 E, 7225740 N 6. 1618685 E, 7225740 N
3. 1618485 E, 7225930 N 7. 1618210 E, 7225435 N

4. 1618670 E, 7226040 N

In addition to the Vargbécken Property, the Company aso has the option to acquire the Stenberget
Property under the second Option and JV Agreement. The Stenberget Property description is as follows:

Stenberget Exploration Permit

Name: Stenberget nr 1,  Claim Number (Dnr): 201-528-03  Type: Exploration
Prospect names: ‘ Middagsberget, Féboliden’

Area 645.49 ha

Approved From: August 11, 2003

Approved to: July 03, 2005

Duration: renewed annually, first granted in 1997

Title Holder: North Atlantic Natural Resources AB
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The Company has also acquired title to alarge exploration permit that surrounds the V argbécken Property
and Stenberget Property, the Granselliden Exploration Area. The Company has also made an application
to acquire the Granselliden Application Area which surrounds the Vargbéacken Property and is aso
located within the Vargbécken Exploration Area. The Exploration and Application Areas were assigned
to the Company by Sierra Peru under the Assignment Agreement dated May 3, 2004. The Gransdlliden
Exploration Area and Granselliden Application Area are also subject to the Royalty Agreement under
which Mawson Sweden agreed to grant NAN a 2% NSR on al mineral production derived from the
Gransdliden Exploration Area and Granselliden Application Area, other than areas located within the
Vargbécken Property or Stenberget Property. The Granselliden Exploration Area and Granselliden
Application Area are described as follows:

Gransdlliden nr 1Exploration Permit

Name: Gransellidennr 1 Claim Number (Dnr): 200-193-04
Area 7 806.46 ha

Approved From: June 15, 2004 Approved to: June 15, 2007
Duration: 3 Years

Title Holder: Mawson Sweden AB

Type: Exploration

Gransdlliden nr 2 Exploration Permit Application

Name: Gransdlidennr 2 Claim Number (Dnr): application Type: Exploration
pending

Area: 498.8 ha

Duration: 3 Years on granting

Title Holder: Mawson Sweden AB

UTM Co-ordinates of property corner points (Swedish National Grid):

1. 1618665 E, 7227043 N 10. 1618201 E, 7224435 N
2. 1619049 E, 7226970 N 11 1617830 E, 7224515 N
3. 1619375 E, 7226752 N 12. 1617491 E, 7224747 N
4. 1619579 E, 7226506 N 13. 1617366 E, 7224872 N
5. 1619732 E, 7226257 N 14. 1617169 E, 7225176 N
6. 1619804 E, 7225869 N 15. 1617072 E, 7225668 N
7. 1619732 E, 7225443 N 16. 1617169 E, 7226139 N
8. 1619392 E, 7225041 N 17. 1617391 E, 7226458 N
9. 1618603 E, 7224508 N 18. 1618277 E, 7226967 N

Regulations Related to Mineral Tenure, Exploration and Current Claim Status

Swedish mining laws pertaining to mineral exploration changed profoundly in 1992 when the new
Minerals Act of 1991 (effective July 1, 1992) for the first time allowed foreign ownership of minerd title
in Sweden. The right of the Swedish state to acquire 50 per cent of a mine was repeded a year later.
Further amendments were enacted in 1998 that include the requirement that the results of subsequent
exploration work had to be reported upon surrender of the clams. However, upon request, these
submissions were subject to a confidentiality period of up to four years. As aresult of these changes, there
are little or no exploration data in the public domain on claims that were worked in the years 1992 to
1998.

Exploration permits are granted for specified areas that are judged by the Mining Inspectorate to be of
suitable shape and size that they are capable of being explored in ‘an appropriate manner’. The current
rules do not require annua minimum expenditures on claims, but a land fee is due upon first application
for an exploration permit in the amount of 15 SEK per hectare, covering an initial period of three years. If
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aclam or part of a claim is abandoned within 11 or 23 months of its granting date SEK 13 or SEK 9,
respectively, of the original SEK 15 fee per abandoned hectare become refundable. It is possible to extend
thetimeaclam isheld to atota of 15 years after the date of the origina granting, but the annual fees per
hectare increase substantially: SEK 21 per year and hectare for years four to six, SEK 50 per year and
hectare for years seven to ten, and SEK100 per year and hectare for years eleven to fifteen. No further
extension of minera exploration permits is alowed after year 15. The high fees in the later years
discourage excessive claim holdings deemed to be of little value by the holder.

An exploitation concession (mining permit) can be applied for at any time while a claim is in good
standing and may be granted for a period of up to 25 years.

The Vargbécken Mining Permit, which comprises the Vargbécken Property, is registered in NAN’s name
and is valid until October 13, 2028. The Stenberget Exploration Permit, which comprises the Stenberget
Property, has been renewed annually since 1997 and was most recently renewed on July 3, 2004. The
Gransdliden nr 1 Exploration Permit which comprises the Granselliden Exploration Area has been
approved for three years and is vaid until June 15, 2007. The Granedliden nr 2 Exploration Permit
application for a three-year period has been submitted; approva is pending.

Rules and regulations pertaining to mining exploration in Sweden are clearly outlined in the *Guide to
Mineral Legidation and Regulationsin Sweden’ (2000) available from offices of the SGU or the website
of the SGU (http://www.sgu.se). The Mining Inspectorate of Sweden provides clear directives, available
from the Inspectorate website www.bergsstaten.se, for conducting exploration under four main categories:

1 Official consideration and approval before mining (exploration) may commence
2 Exploration permits

3. (Where) exploration work is not permitted

4 Contact with landowners

The Company has, or will address al requirements under items one and two before undertaking any
exploration activities. The Company has the right to access the properties and no restrictions or
limitations for work on Vargbacken Property are evident as defined under item three. The Company has
the obligation to inform land holders two weeks prior to accessing the properties and to provide
compensation for any ground- disturbing work conducted.

Corporate tax rates are currently 28 per cent and no further additional taxes (including royalties on
mineral production) apply to the mining industry.

The Vargbécken Property has not been legally surveyed as permits and licenses are granted by the Mining
Inspectorate of Sweden on the basis of ‘map staking'.

Accessibility, Climate, L ocal Resour ces, I nfrastructure and Physiography

The Vargbacken Property is 1.5 kilometres east of the small settlement of Vindelgransele, 12 kilometres
west-northwest from the Kristineberg mine and 21 kilometres southwest from the larger town of Mala
An dal weather paved road provides access to the small settlement of Vindelgransele and from there the
discovery trench and the project area are reached by awell maintained gravel logging road over a distance
of 2.9 kilometres.
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The climate is surprisingly mild given its northern location, compared to similar latitudes elsewhere. This
is apparently due to the influence of the Gulf Stream. For short periods of time, winter temperatures may
drop to as low as -30° C, but the median January temperature is closer to -15° C. The snow cover, which
reaches on average from 50 to 75 centimetres, extends from mid-November to mid-April, and spring-like
conditions prevail only briefly. Summer temperatures are pleasant, with the July mean temperature
around +15° C. Precipitation is modest as the area is leeward of the Caledonian mountains to the west.
Summer days are long and, in turn, winter days are short.

Field work in the area involving geochemica sampling and geologica mapping is restricted to the
Swedish summer (May to November) while drilling and geophysica surveying is usually performed over
the snow cover during the winter (January to April). Therefore exploration activities can be carried out
year-round with the exception of a short period during break-up in late April or early May.

There is no human settlement within at least one kilometre from the Vargbacken Property. The principa
land use in the area is forestry. The indigenous inhabitants, the Lapplanders or ‘' Sami’, engage in reindeer
herding and grazing over wide ranging areas. The vegetation of the region is predominately mature stands
of relatively widely and evenly spaced pine, birch and spruce trees.

All societal and industrial needs and services such as accommodation, provisions, supplies,
communications, and so forth, are readily available. They are of high standard, typical of the modern,
industrial advanced democracy of Sweden. The national power grid extends throughout the region; branch
lines provide el ectricity to even the most remote hamlets. Water resources are plentiful. The district hasa
historic and ongoing relationship with mining and fosters a ‘mining culture’. There are a number of
mining-related museums and the still-productive Kristineberg mine which began operating in 1940 is only
12 kilometres distant from Mala

The loca topography is rolling, with a strong glacial influence that has imparted a south easterly grain
that is apparent in the elongated shapes of the lakes and hills. The project area lies between elevations of
365 to 375 metres on the gently northwesterly dipping slopes of Granseliden Mountain. Its peak elevation
at 395 metres is some 45 metres above the level of the Vindel&ven River (Figure 2).

History
Introduction

Copper mning has been recorded from the Lower Proterozoic metavolcanic and metasedimentary rocks
of the Skellefte Didtrict as far back as the early 18th century. More than 52 pyritic massive sulphide
polymetdlic Zn-Cu-Au-Ag deposits, each containing in excess of 100,000 tonnes with a combined
tonnage of 161 million tonnes and average grade of 1.9 g/t Au, 47 g/t Ag, 0.7 per cent Cu, 3.0 per cent
Zn, 0.4 per cent Pb, 0.8 per cent As and 25.6 per cent sulphur have been discovered in the district. The
median deposit sizeis 1.1 million tonnes. The Boliden Mine which operated from 1925 to 1967 gave rise
to a large mining empire of the same name. The Boliden Mine produced about 123 tonnes of gold and
was the largest gold mine in Europe as well as a major base metal producer. The most recent discovery is
the Storliden deposit discovered by NAN in 1998 approximately 10 kilometres northeast of Maa This
mine was brought into production in 2002.

The recently discovered gold-only deposits in this geological environment were first recognized as a
distinct class of deposits only about 15 years ago. Since that time three new gold mines Bjérkdal,
Akerborg and Svartliden have been brought into production, and a number of other projects are in
advanced stages of exploration (see Figure 1).
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The Vargbacken Property is a discovery made by NAN prospectors in September 1997 at a locality with
no prior mining history. Visible gold was recognized in rusty rock fragments derived from bedrock
exposed in a freshly excavated ditch aongside a logging road. Rock chips yielded an assay with 34 g/t
Au. Trenching on the discovery site led to the location of significant gold bearing quartz veins in diorite.
NAN conducted an exploration project over the following period of two years. The Vargbéacken Property
has been tested by surface mapping, trenching, ground geophysics and 31 diamond drill holes for a tota
of 4911.4 metres drilled in three campaigns. NAN ceased exploration of the Vargbécken Property only
because the company discovered the Storliden high grade Cu-Zn massive sulphide deposit in 1998 and al
its resources were redirected towards development of that property. The Vargbécken Property has been
dormant since that time until the present undertaking by Sierra Peru and the Company.

Property Work History

The Vargbacken Property was included in NAN’s original exploration permit ‘Vindelsgransele Nr 104
which covered 960 hectares. Total exploration costs presented by NAN as the officia record of
expenditures from January 1997 to June 2004 (recalculated from Swedish Kronor into 1998 Canadian
dollars) are $747,790. Individua main cost components are:

Drilling: $368,989
Analytical costs (assaying and geochemistry): $ 85415
Other direct exploration costs, including permitting, trenching, till  $157,017
sampling and geophysics:

Personnel costs: $130,550
“Externa’ costs, including head office and others: $ 5819

These exploration expenses include property administration and maintenance expenditures on the
Vargbécken Property during the period June 2001 to June 2004 of $110,000.

A summary of the exploration work performed by NAN is outlined below. The main work conducted in
terms of cost and advancing an understanding of the gold mineralization was the drilling of 31 diamond
drill holes.

A grid was established over the Vargbacken Property but the mgjority of the work was performed in a
region of about two square kilometres covering the area of the discovery showing. Geophysical surveys
employing magnetometer and induced polarization/resistivity with gradient electrode arrays were
conducted over about 42 line kilometres of the grid. The line spacing was 100 metres with stations for
induced polarization readings at 25 metre intervals and magnetometer stations every 12 metres. Both
types of surveys are useful in identifying elongate linear anomalies that mark the diorite/metasedimentary
rock contact. The data was used to interpret subsurface geology, particularly structural dislocations along
the diorite contact that were considered to be the main mineralization-controlling feature. The better
definition of this boundary is provided by magnetometer because a distinct magnetic signature is evident
between the diorite, which has a lower magnetic susceptibility than the pyrrhotite-bearing
metasedimentary rocks. Induced polarization data outline the trend of the host rocks contact but the
distinction between rock types is somewhat blurred due to an overlap of pyrrhotite mineraization on both
rock types and the presence of graphitic layers in the metasedimentary rocks.
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A trenching program was undertaken using a mechanical excavator. The discovery outcrop was stripped
and other trenches were excavated in order to expose the diorite/metasedimentary rock contact and to
trace minerdization into the diorite body. In total, five trenches with a cumulative length of 650 metres
were completed and bedrock was exposed over most of that distance. The trenches were geologically
mapped and sampled with particular attention paid to zones with quartz veins and slicification. All
trenches are now closed except for the original discovery trench.

At least 104 samples were analyzed for gold and many were examined for other geochemica pathfinder
elements. Although many anayses returned substantial gold vales, none surpassed the 34 g/t Au
obtained from the discovery outcrop. Other metals were weakly anomalous, erraticaly distributed or
below analytical detection limit, and these were judged to be of little value for use in exploration. After
about haf of the samples had been analyzed, the analytical laboratory, Chemex Laboratories, North
Vancouver, Canada (“*Chemex”) indicated concerns about a potential ‘nugget effect’. After performing
some check assays the remaining samples were assayed using the metallic screen/fire assay technique on
200 to 250 gram samples.

An orientation program of till sampling was undertaken. Eighty samples of glacial till were collected at
five meter intervals from the walls of trenches from depths ranging from 1.0 to 2.5 metres below surface.
Two to three populations are indicated by the data. The most highly anomalous values above 100 ppb
gold can generally be correlated with mineralized veins and accumulations of ferric oxides. In addition a
light drill capable of taking deep overburden samples was used in an attempt to track the diorite contact;
only five samples were taken.

Drilling programs were conducted in three stages. Drilling was performed by Finnish contractor Oy Kati
AB using standard (non-wireline) core drilling equipment. Core size was ‘T-56', yielding core with a
diameter of approximately 42 millimetres. The drilling in relatively homogenous rock produced good
results with close to 100 per cent core recovery (estimated to be ‘greater than 98 per cent’) and acid dip
tests revealed little deviation from the origina 45-degree dip of the holes.

The first program of six holes, with total length 943.3 metres, was considered to be ‘scout drilling’. The
holes tested what was indicated by geological mapping to be a north-south trend to the larger veins along
the overal north-northeast strike of the diorite/metasedimentary rock contact. The second drilling
program of 2520.7 metres drilled in 15drill holes was delineation drilling of the mineralized zone. The
other holes tested lateral extensions of the discovery zone to the east and west.

The Vargbacken drill core samples (one-haf sawn sections of selected drill cores) were routinely
submitted to Chemex for metallic screen gold fire assay using pulverized samples of approximately
300 grams. Later about 330 previously analyzed samples were re-analyzed using a larger sample size of
one kilogram.

After completion of the first 21 drill holes Mr. Leif Carlson, a Swedish consulting geologist, was engaged
in April 1998 to provide an assessment of the results. His conclusions about the style of gold
mineraization and economic potentia are based largely on only five of the better drill holes from the
central part of the mineralized zone that he chose to consider during afive-day property examination. He
recognized three different types of mineralization:

1. Veintypewith high grade veins, 2-8.3 mwide

2. A wide shear zone, 22-30 m's horizontal width at 110-180 m's depth. This zone is the
most tonnage potential

3. Narrow high grade veins, with 50 % dilution included in 1.5 m' swidth
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Carlson indicated that the density of drilling at Vargbacken was insufficient to enable a resource
calculation to be made and summarized his investigation as follows:

‘A resources estimate at this stage is premature but can be done to motivate further
investments in drilling which is needed to clarify the ore structure to enlarge the
resources

Following Leif Carlson’s review a program of resource definition by drilling ten additional holes and
deepening of one prior hole was completed. This program provided 1705 metres of additional core for a
total of 4911.4 metres drilled at the Vargbéacken Property. Intercepts of economic interest are listed in
Table 1.

In early 2001 NAN proceeded with a mining permit application for trial mining, with the option of future
expansion if warranted. NAN employee, Eur. Ing. Brian Spratley, BSC, CEng, MIMM (“ Spratley”), was
charged with providing a resource estimate using al the available data on hand, now including atotal of
31 diamond drill holes. Spratley expressed reservations about how representative the assay dataare. This
is mainly due to a “nugget effect” in assay samples caused by erratically distributed coarse gold grains
and the limitations of sampling using small diameter drill cores.

With caveats clearly identified Spratley proceeded to draw polygons separating the areas of the
(mineralized) structures into areas of influence of each drill intercept. The area of each polygon between
saven section lines (Figure 5) was measured; intercept lengths were converted to true widths and an
alowance of 0.25 metres was taken each side of the true intercept width for dilution. The resultant
composite assays for the mineralized intercepts, with dilution, were used to calculate tonnage and grade
for areas of influence for each borehole. He qualifies the above estimate with the statement that because
geo-statistical (grade) distributions were not used and higher assay values were not cut, the results shown
probably overstate the resource.

Table 1: Best drill intercepts, gold in grams per tonne

Drill hole Section From To I ntercept Au g/t
(Figureb) in metres
VBN97001 1 136.30 145.10 8.8 4.03
VBN97001 1 136.30 143.10 6.8 5.06
VBN97001 1 136.30 138.10 1.8 17.9
VBN97002 4 not sampled
VBN97003 1 92.30 93.80 15 054
VBN97004 7 52.00 53.60 1.6 211
VBN97005 2 98.40 101.50 31 8.92
VBN97005 2 206.30 241.00 34.7 1.68
VBN97005 2 228.40 231.50 31 9.09
VBN97005 2 228.40 241.00 12.6 3.03
VBN97006 5 143.80 144.80 1.0 261
VBN97006 5 213.10 216.10 3.0 1.2
VBN97006 5 245.10 249.90 4.8 2.24
VBN97007 195.00 197.00 2.0 0.63
VBN97008 242.30 244.30 2.0 0.32
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Table 1 Continued: Best drill intercepts, gold in grams per tonne

Drill hole Section  From To Intercept Au g/t
(Figure5) in metres

VBN97009 6 no significant values
VBN97010 6 98.00 100.00 2.0 116
VBN97010 6 116.00 117.00 1.0 159
VBN97010 130.00 131.00 1.0 4.09
VBN97011 4 36.30 37.30 1.0 5.88
VBN97011 4 47.20 48.20 1.0 1.22
VBN97012 130.90 131.90 1.0 4.73
VBN97012 193.40 194.40 1.0 3.15
VBN97013 190.10 191.20 1.1 1.67
VBN97013 219.20 219.90 0.7 334
VBN98014 55.15 56.15 1.0 117
VBN98014 147.10 148.10 1.0 2.66
VVBN98014 191.10 192.00 0.9 142
VBN98015 2 35.20 36.20 1.0 9.19
VBN98015 2 122.00 123.00 1.0 11.37
VVBN98015 2 140.30 142.30 2.0 4.48
VBN98016 1 46.90 63.70 16.8 5.84
VBN98016 1 46.90 54.20 7.3 12.8
VVBN98016 1 46.90 51.20 4.3 19.34
VBN98017 not sampled
VBN98018 not sampled
VBN98019 not sampled
VBN98020 2 30.60 34.60 4.0 3.05
VBN98020 2 30.60 31.60 1.0 251
VBN98020 2 31.60 32.60 1.0 7.78
VBN98021 3 181.70 206.80 251 121
VBN98021 3 184.10 185.10 1.0 3.48
VBN98021 3 186.10 187.10 1.0 2.92
VBN98021 3 192.10 193.00 0.9 8.89
VBN98021 3 199.10 200.10 1.0 3.28
VBN98021 3 205.10 206.10 1.0 2.59
VBN98022 7 7.15 9.75 2.6 7.29
VBN98022 7 19.80 26.50 6.7 2.09
VBN98023 3 82.10 83.60 15 1.69
VBN98023 3 118.70 124.25 5.6 144
VBN98023 3 122.25 124.25 2.0 2.54
VBN98024 2 9.80 11.40 1.6 2.98
VBN98024 2 75.90 86.65 10.8 192
VBN98024 2 75.90 77.40 15 10.45
VBN98024 2 134.60 136.65 2.1 3.71
VBN98025 2 62.60 63.60 1.0 12.33
VBN98025 2 140.50 186.50 46.0 0.74
VBN98025 2 151.00 155.50 4.5 1.93
VBN98025 2 151.00 152.50 15 2.73
VBN98025 2 182.00 186.50 4.5 3.01
VVBN98025 2 182.00 183.50 15 7.09
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Table 1 Continued: Best drill intercepts, gold in grams per tonne

Drill hole Section  From To Intercept Au g/t
(Figure5) in metres
VBN98026 1 36.65 38.10 15 1.05
VBN98026 1 101.50 103.00 15 137
VBN98026 1 170.95 174.95 4.0 0.88
VBN98027 3 16.25 17.20 0.9 3.7
VBN98027 3 27.45 30.75 3.3 293
VBN98027 3 29.70 30.75 11 7.5
VBN98027 3 43.20 44.40 1.2 1.96
VBN98028 5 19.40 20.40 1.0 219
VBN98028 5 88.40 94.50 6.1 5.76
VBN98028 5 93.50 94.50 1.0 154
VBN98029 4 140.25 145.55 5.3 0.72
VBN98029 4 140.25 141.35 11 141
VBN98029 4 144.05 145.55 15 141
VBN98030 4 38.75 43.40 4.7 149
VBN98030 4 38.75 39.95 1.2 245
VBN98030 4 42.40 43.40 1.0 3.66
VBN98030 4 90.40 93.00 2.6 1.24
VBN98031 2 not sampled

Note: refer to Figure 5
Metres of overburden drilling 140.35
Metres of Coredrilling 4771.05

According to Panteleyev, the resource values Mr. Spratley provides can be considered as inferred
resources under NI 43-101. Although the tonnage and grade are established at alow level of confidence,
there exists a reasonable assurance from the geological, mainly drill hole and trenching data, that the
geological and grade continuity can be determined by additional drilling and other exploration work.
Spratley reported reserves of:

619 000 tonnes @ 3.8 g/t Au using a 1 g/t cut off, with contained ounces 76,000
235 000 tonnes @ 7.0 g/t Au using a 3 g/t cut off, with contained ounces 57,000

A cavesat in Mr. Spratley’s summary in his May 2003 technica report states:

‘The (Vargbacken) resource is considered as a mineralized occurrence as the certainty
of geological continuity and gold distribution is insufficient to warrant classification in
terms of internationally accepted reporting standards. However considerable potential
exists to upgrade the resource by trial [sic] mining and bulk sampling’.

Geological Setting
Regional Setting

The Skellefte Mining District in northern Sweden is somewhat loosely defined as a west-northwest
trending belt approximately 150 by 50 kilometres in size that broadly coincides with the area underlain by
Early Proterozoic or ‘ Paeoproterozic' Skellefte Group volcanic rocks. The region isincluded in the circa
1.95 to 1.80 Ga supracrustal assemblage and associated 1.95 to 1.78 Gaintrusive rocks that are part of the
Fennoscandian ‘terrane€’ or domain, the Precambrian shield region of Finland, Sweden, Norway and

westernmost Russia, previoudly sometimes referred to as the *Baltic Shield'.
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In the Skellefte district the rocks have been subdivided into a lower sequence dominated by subaqueous
volcanic rocks, the Skellefte Group, a highly variable assemblage of mafic and felsic lavas, volcaniclastic
and subvolcanic intrusive rocks, with interspersed sedimentary units. Nearly all the polymetallic massive
sulphide deposits are hosted by these volcanic rocks. Totd thickness of the Skellefte Group is estimated

to be in the order of three kilometres in the Petiktrask area. The overlying Vargfors Group, referred in 23
| Mala map area as the Mala Group, is composed predominantly of shallow water sedimentary and lesser
subaeria volcanic rocks. These rocks are bordered to the north by shallow water to mainly subaeria rocks
of mostly dacitic composition, the Arvidgaur Group. They are similar in age to the rocks of the Vargfors
Group. To the south and east Skellefte Group rocks are flanked by vast areas of strongly metamorphosed
metasedimentary rocks, now mainly gneisses and migmatite, of the Bothnian Group. These supracrustal

sequences are intruded by three suites of granitic rocks. The oldest are 1.95 to 1.85 Ga cak-akaline I-
type syntectonic granitoids referred to as ‘Jorn type’. Younger anatectic Stype granites of circa 1.82 to
1.80 Ga age are caled ‘Skellefte granites and the youngest intrusions are post-volcanic A- and I-type
granitoids emplaced circa 1.80 to 1.78 Gatermed ‘ Revsund granitoids .

Structural studies in the region have been mainly detailed studies generally in small areas of economic
interest. Recent regiona-scale studies and tectonic interpretations, aided by results of regional
geophysica surveys, provide information on the kinematics and timing of deformation. The work outlines
that two phases of folding took place, with attendant development of shear zones. In western parts of
Skellefte digtrict the earlier folds, referred to as D2 structures trend northeasterly. An axia plane cleavage
is developed and shearing along this is common in zones that surround lower strain lenses. The structures
formed in response to oblique convergence from the southeast. Y ounger folds and shear zones, referred
to as D3 structures, formed in response to east-west shortening. They formed coaxia northeast and north-
trending folds accompanied by approximately north striking semi-ductile and brittle deformation zones.
These zones are characterized by retrograde greenschist facies mineral assemblages.

Vargbéacken Property Geology

The Vargbécken Property is covered by athin veneer of glacial till about three metres thick, on average.
A few outcroppings occur to the north and east on the northwesterly slopes of Granseliden Mountain
(Figure 2).

In the Vindelgransele area the Vargfors Group consists of alocalized fine-grained basalt unit, overlain by
a widespread thick sequence of turbiditic greywackes termed the Mala Group. The greywackes of the
Mala Group are intruded by magnesium-rich mafic to ultramafic (‘komatiitic’) sills. A suite of dioritic
intrusions intrudes rocks near the base of this sequence. The Vargbécken diorite, which is the host to gold
mineralization, is a member of this suite.

The Vargbécken diorite forms a sill-like body, 100 to 200 metres wide and at least 1.5 kilometres long
trending in a northeast-southwest orientation, parallel to the trend of the northern limb of an anticlinal
axial trace. The highest density of gold bearing quartz veins is found within the diorite aong the
northwestern diorite-metasedimentary rock contact where visible gold has been observed in drillholes
over a least an 800 metre strike length (Figure 5). The diorite/metagreywacke contact is undulating and
steeply dipping. The contact zone is characterised by intense ateration, including silicification and quartz
veining and brecciation. The highest density of gold bearing structures extends about 40 metres into the
diorite. Due to the different rheologic behaviour, or ‘competencey’ [sic] contrast, during the deformation
and shearing, the more brittle dioritic intrusions are fractured and are the dominant hosts for gold
mineralization. The quartz veins do not continue more than a few metres into the turbiditic greywacke
sediments now extensively recrystallized to fine grained, biotite rich metagreywacke or phyllite.
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Exploration
Exploration conducted by NAN is disclosed under the section of this Prospectus titled “History”.

As the Company has only recently acquired the Vargbéacken Property, it has conducted very little
exploration on it. Panteleyev collected 14 analytical check samples from 12 drill holes deemed to have
intercepts with ranges of gold content that are considered to be representative of the Vargbécken
Property’s gold mineralization. The sampling and anaytical methodology used is reviewed below in the
section of this Prospectus titled “Sampling and Analysis’; analytical results and comparisons with
previoudy analyzed drill cores are discussed under “Data Verification”.

Mineralization

The gold mineralization at the Vargbacken Property forms a series of four complex silicified structures
occupied at least in part by quartz veins, stockworks and matrix in ‘jig-saw’ or mosaic breccia near the
border of a narrow diorite intrusion. The highest density of veins with gold mineralization is found over
an apparent distance of about 300 metres along the north western contact of the diorite body and over a
distance of about 40 metres into the diorite. The veins do not continue more than a few metres into the
metasedimentary country rocks. To date, the gold mineraization has been followed by drilling over an
area roughly 800 metres long by 80 metres wide to atested depth of about 150 metres. From geophysical
data the diorite intrusion occurs over more than 1.5kilometres as a 100 to 200 metre-wide body.
Geological mapping by the Swedish Geological survey indicates the diorite has a strike length of at least
1.75 kilometres.

The diorite has intruded weakly foliated metasedimentary rocks derived from a succession of primarily
thin bedded to laminated wackes and siltstones. The main control for gold mineralization appears to be a
structural disruption, or ‘jog’, aong the diorite contact zone. Quartz veining, slicification and
hydrothermal alteration in this area coincide with flattening dip of the northwest-dipping diorite contact in
the southwest, progressive steepening towards the north and a reverse, or ‘rollover’, to give a steeply
southeast-dipping contact in the northern part of the main mineralized zone.

The gold in the quartz veins at the Vargbécken Property is coarse grained in places and commonly visible
to the naked eye. Quartz in veins varies from dark tranducent to milky and opague. Quartz grains vary
from fine to coarse grained with veins having only rare, or atogether lacking, internal foliations, lamellag,
pressure solution styolites or rock septa. Unlike other occurrences in the Vindelgransele area, where gold
is closely associated with arsenopyrite, the sulphide content at the VVargbécken Property is relatively low.
Pyrrhotite is generally present in small amounts but can be patchy and in rare places reaches 10 per cent.
Other sulphide minerals including chalcopyrite, arsenopyrite, pyrite, sphaerite, molybdenite and galena
are generally below 1 per cent in total abundance; rare native copper has aso been reported. Gold can be
observed in quartz veins that are otherwise barren or have only a small pyrrhotite content. Seemingly only
sphaerite has any correlation with the gold.

The mgjor quartz veins appear to form a conjugate set trending 160 to 180 degrees and 120 degrees.
Sheared vein margins or wallrocks are present on some veins but whether al the larger veins are in
sheared rocks cannot be determined from drill logs. These largest veins may represent oblique extensional
shear-fill veins. Alteration in the narrow envelopes is generally one to a few centimetres in width.
Alteration minerals in the sheared vein margins are mainly fine-grained mica (' sericite’) and chlorite,
commonly with crosscutting fractures containing carbonate minerals. A similar sericite-chlorite-
carbonate-(smectite?) ateration also appears in sheared rocks that surround the silicified mineralized
zones near the diorite contact, and in narrower, metre-wide sheared lenses or bands internally within the

diorite body.
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Smaller quartz veins, or ‘veinlets', generally one to two centimetres wide, are the most common veins
observed. They form several generations of generally planar fracture-fillings and, less commonly, sinuous
or ‘sgmoida’ veins. These extensional veins with granular quartz filling are commonly narrow but can
be tens of centimetres to half a metre wide. The smaller veins cut the core axis in o main trends —
orthogonally about 80 to 90 degrees, and obliquely at about 30 degrees. The narrow extensional veins
either lack altered wallrock envelopes or have abite-quartz intergrowths at their margin. In many of the
veins, especially where pyrrhotite is abundant, a high temperature ateration assemble of a dark mica
(phlogopite ?) and rare amphibole, with or without albite, forms as a vein selvage or in crosscutting
fractures and patches. The mica has a dark brassy brown colour along the basal cleavage but in larger
grain aggregates is distinctly dark green in cross section. Tourmaline has been reported but appears to be
overall rare.

Drilling

Thirty one diamond drill holes drilled by NAN during 1987 and 1988 for atotal distance of 4911.4 metres
tested the main mineralized area down to an average depth of around 115 metres, and maximum depth of
183 metres. Details of such drilling by NAN are discussed under the section of this Prospectus titled
“History”.

Sampling, Analysis and Security

NAN sampled core intercepts from roughly thirty per cent of the total recovered drill core, chiefly from
quartz bearing zones. After the first two drilling campaigns during which 21 drill holes were put down,
concern arose about the reliability of using only 300 gram samples for analysis. This concern led to
commissioning of testing by Lakefield Research Limited, Ontario, Canada. Their recommendation was
that metallic screen fire assays should utilize one kilogram samples and all samples from the third, and
last, drilling stage were analyzed in that manner. In addition approximately 330 previously analyzed
samples were re-anayzed using the recommended larger sample size. An appraisal of al the data by
NAN led to the conclusion that no significant overal increase in grade is indicated by using the larger
sample size but the data obtained from the repeated assays are less variable than that from the previous,
smaller-sized samples.

Geochemica analysis of 1475 core samples by multi-element analysis indicates that gold is evidently the
only useful geochemical indicator of mineralization. Other generaly used pathfinder elements such as
Ag, As, Cu, Pb and Zn are erratically distributed. Other than a persistence of small amounts of Zn, the
other elements are present mainly in a few parts per million (ppm), or are below analytical detection
limits in the majority of the analyses.

Panteleyev selected fourteen samples of sawn drill cores from twelve drill holes that are considered to be
representative of the range of gold concentrations on the Vargbécken Property. These were: greater than
9 g/t, greater than 3 to 9g/t, and between 1 and 3g/t gold. This variety and amount of sampling was
judged to provide afair representation of the gold mineralization at the VVargbécken Property.

The drill core has been stored at the SGU core warehouse since completion of the exploration on the
Varghécken Property by NAN in 1998. All cores in the extensive nationa ore repository containing over
3.5million metres of drill core are under supervision of SGU and are considered to be secure. To
Panteleyev’ s knowledge the Vargbacken core has not been displayed or accessed since it was delivered to
the warehouse after NAN finished their exploration programme. The core from the deposit appears to
have been handled with integrity both by NAN and after its delivery to the SGU core storage warehouse
where it has been kept in safe keeping. Panteleyev has advised that he has reasonable confidence that the
core has not been tampered with or misused in any way.
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The fourteen core (sub)samples sdlected for check assaying by Panteleyev were transported to
Mr. Christer Lundberg at his company’s facility, CL Prospektering AB in Mala, for preparation by
sawing and crushing. The check assay samples were taken from sawn drill core that were sawn again to
provide one quarter of the original drill core for analysis. The remaining one quarter core was replaced in
the core boxes and returned to the SGU warehouse. The collected samples were crushed at the
independent sample processing facility of CL Prospektering AB. Panteleyev was not present during all
this procedure but Mr. Lundberg has a sound, long-established reputation as a provider of reliable sample
preparation, laboratory, sample collection and other services to the mining industry.

NAN used Chemex for the analytical work. Samples were shipped to Stockholm for preparation at a
Chemex facility, and then forwarded to Canada for analysis. The analytical procedure was a standard
metallic screen fire assay for gold utilizing 50 gram pulverized samples. According to the Company
database, atotal of 1475 samples were anadyzed. Of these about 1100 analyses were performed on 300
gram samples. Subsequently about 330 of the origina samples were re-anayzed using one kilogram
samples. There were about 375 additional samples submitted for analysis from the third drill campaign.

The fourteen drill core samples collected for the Report, after crushing in Mala, were transported by
Panteleyev to Acme Analytical Laboratories, Vancouver, Canada. Acme is a full service anaytical
laboratory that is accredited under 1SO 9002 since November, 1996. The analytical procedure applied was
Acme's ‘Group 6 metalic (screen) fire assay utilizing roughly 500 gram samples and 50 gram pulverized
charges from the minus 150-mesh fraction. The analytical determination for gold was made by
inductively couple plasma emission spectroscopy (ICP-ES). An internal standard was added to the
14-sample suite and a second split duplicate was analysed from one of the submitted samples.

The presence of economically significant gold at the Vargbécken Property is confirmed by visual

inspection of cores from three selected drill holes from the group of 31 NAN drill holes stored at the SGU
core storage warehouse. These holes are considered to be representative of the style of mineralization
present. The visibility of gold grains in the examined sawn drill cores, as well as markings by NAN

geologists on the cores and core boxes identifying the presence of visible gold, corresponds well with the
notations in NAN drill logs. It appears that the drill cores have been thoroughly inspected by NAN

geologists for the presence of gold, the work has been done with evident care and the drill log reporting is
accurate. Many of the drill logs were examined by Panteleyev.

Visua inspection of drill cores by NAN geologists guided the selection of which drill cores were to be
sawn for more detailed inspection and which sections of altered and quartz-bearing rock were to be
selected for chemical analysis (assaying). Roughly one third of the drill cores were sawn from the total
4771.05 metres of bedrock drill core. From the sawn sections 1475 assay samples with generaly one
metre-long intercepts were submitted for analysis. The fourteen samples taken for check analyses are
considered to provide fair representation of the range and variation of Vargbacken gold mineralization
tested to date. Comparison of the check analyses from the submitted samples of the quartered cores with
the analytical results obtained from Chemex by NAN from half coresin 1997 and 1998 show that gold is
present in all 14 check samples, similar to previous analytical results. However not al the highest gold
values in the Chemex analyses are fully matched by the check analyses; at least half report lesser amounts
of gold. In contrast, two of the samples reveal much higher gold contents in the check samples than
reported previously. A ssimple comparison of average gold vaues from the two sample suites shows that
specimens of one-quarter core have an average gold content (5.18 g/t) about 85 per cent of that in the
corresponding intervals of previoudy assayed one-haf core samples (6.13 g/t). Results from the two
sample suites, NAN'’s original assays and the check sampling, are both economically significant.
Comparison of the results suggests that the variability results from a pronounced ‘nugget effect’ caused
by the presence of irregularly distributed gold grains in the mineralized quartz veins and their hostrocks.
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It is expected that larger samples will be taken during future drilling programs in order to determine if that
approach will provide more consistent results and a better representation of the gold content. This will
directly address previous worker’s, and current, concerns about estimating an overall representative gold
grade using analytical results from the relatively small diameter drill cores. Future testing using larger-
diameter drilling equipment is intended to repest or ‘twin’ the most significant diamond drill core holes
put down by NAN.

Mineral Resources

Two attempts have been made to estimate minera resources although neither were done in accordance
with NI 43-101. Thefirst in June 1998 relied on information from only five of the 21 diamond drill holes
that was mainly useful in describing the style of gold minerdization and for recommending that
additional drilling should be conducted in order to better describe the mineral resource. The second study
reported in spring 2001, had access to data from al 31 drill holes completed in 1997 and 1998 with a total
of 4771.05 metres drill core.

The resource estimate reported in May 2001 by NAN mining engineer Spratley used information from
21 widely spaced drill holes in the centra part of the mineralized zone (Figure 5). He produced resource
estimates of:

619 000 tonnes @ 3.8 g/t Au using a 1 g/t cut off, with contained ounces 76,000
235 000 tonnes @ 7.0 g/t Au using a 3 g/t cut off, with contained ounces 57,000

Mr. Spratley did not classfy his edtimate ‘in terms of internationally accepted reporting standards,

presumably those in compliance with NI 43-101. He considered the (Vargbécken) resource ‘as a
mineralized occurrence.” Certainly the tonnage and grade are established at alow level of confidence but
there exists a reasonable assurance from the geological, mainly drill hole and trenching data, that some
geological and grade continuity can be determined by additional drilling and other exploration work and
Mr. Spratley’ s estimate can be regarded as inferred mineral resources.

Mining Operations

There are at present no plans for production from the subject properties. All work contemplated at this
time would be purely of an exploration nature.

Adjacent Properties

The Company by way of Mawson Sweden has acquired the Granselliden Exploration Area and made
application for the Granselliden Application Area covering a combined total of 8305 hectares of ground
that surrounds the Vargbécken Property (Figure 2). The western part of the Granselliden Exploration Area
also surrounds the Stenberget Property that contains the Middagsberget and Féboliden deposits, a few
kilometres to the southwest of the Vargbécken Property. These gold prospects are among the larger and
better described occurrences in the district. All the known gold-quartz mineralization in this areais
associated with doritic intrusions, exemplified by Vargbécken Property.

Other Relevant Data and Infor mation

The Swedish government through legidation and able management by the Mining Inspectorate provide an
atractive environment for mining investment. The Skellefte district of northern Sweden maintains along-
standing ‘ mining culture' .
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The SGU is charged with the responsibility of encouraging mining exploration as one of its man
activities. The SGU provides a rich resource of readily available data and information as well as local
expertise and library collections of historical records and drill core. In Skellefte district during 1995 to
2001, and two other districts previoudy, SGU completed a Regional (Information) Synthesis Project,
primarily for the benefit of mineral exploration. Information is available in exploration data packages, as
both digital and printed data sets. These include: bedrock mapping, structural and metamorphic maps,
economic geology maps and various geological compilations from 1:50,000 geology base maps.
Geophysical maps include aeromagnetic, gravity, radiometric and electromagnetic data. Much of the
information is quite detailed. For example, in mining districts it is possible to obtain aeromagnetic data
from helicopter-borne surveys flown with 40 metre line spacing. The data can be obtained through a
licensing agreement for a set period of time. Geochemical surveys with multi-element analyses offer
extensive data bases for glacia tills and boulder train studies. Stream silt surveys are limited to districts
with appropriate topographic, morphological and overburden characteristics.

Recommendations

In the opinion of Panteleyev, the Vargbécken Property is a property of merit for further exploration in its
own right. Potential also exists for locating extensions of the gold bearing zones in the adjoining rocks
within the area of the Gransdlliden Application Area . The Vargbécken Property can be regarded as a
‘Tier 1 Property’, as such term is defined under the policies of the Exchange, on the basis of its evident
geologica merit and the substantial surface exploration conducted to date, including the drilling of
31 diamond core drill holes. A recommendation for a first phase of further exploration with costs in
excess of $600,000, is outlined in the cost estimate (below) and if favourable results are achieved, a
second phase of exploration with even greater expenditures is presented.

Uncertainty about how representative gold assays from the diamond drill cores obtained by NAN, and the
continuity of the gold mineralized zones and structures, has been identified previously by both Messrs.
Carlson and Spratley and others. It is aso indicated by the comparison between the previous and check
assays. Concerns about the gold grade, continuity of mineraization and the effect of scattered high assay
values that carry large assay intervals in tonnage calculations can be ameliorated by obtaining larger and
more closely spaced samples by a program of reverse circulation drilling.

Drilling of about thirty reverse circulation boreholes should be done to repeat testing of best core drill
intercepts in the area of drill sections one to four. Two to three boreholes should be located on each
section, either as closaly-spaced vertical holes or using drill set ups with vertical holes and other holes
drilled at a steep angle. At least one borehole, preferably two, should be put down between the four
sections, and one or two in the area to the east of section 1 and west of section 4, in order to provide
20 metres drill spacing between section lines.

Exploration on the Vargbécken Property will further outline the mineralized zone but work can aso
extend the zone of interest outside the permit boundary where other exploration targets of opportunity can
be tested in the adjoining Granselliden Application Area. One such exploration target is the eastern
intrusive contact of the diorite intrusion and around its terminations in the country rocks to the northeast
and southwest. The other two diorite intrusions that are shown on the Maa geological map to occur east
of the Vargbécken diorite should also be examined.

Trenching by mechanical excavator can be used to determine the locations of the intrusive contacts,
outline mineralized zones and reveal structure and vein geometries. Geochemical soil sampling of near-
surface organic rich material for partial leach extraction analysis can be the main geochemica tool.
Geological mapping, assisted by trenching, should focus on outlining the location of the intrusive contact
and describing the veins and their structural controls. Geological mapping, trenching and spotting of new
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drill holes can be greatly aided by data from detailed magnetometer surveys with closely spaced stations
a ten metre intervals, and possibly closer.

Phase two exploration can proceed if results from the first exploration stage are encouraging. During this
exploration program all core drill holes in the Vargbéacken Property with significant gold-bearing
intercepts not repeated during phase 1 drilling should be tested by reverse circulation drilling. Drilling of
these boreholes should proceed to depths of 200 metres and al the holes of significance from Phase one
drilling should be extended to that depth as well.

A program of limited core drilling can be used to determine structura controls of any ore shoot in the
main mineralized zone to depths beyond those reached by reverse circulation boreholes. Engagement of a
geologist speciaizing in structural geology is advisable. Consideration of reorientation of future core drill
hole directions from the present east-westerly trend to outline ‘ore shoot” dimensions and geometry might
be warranted if sufficient new structural data are gathered and their analysis supports it.

Cost Estimate

Phase 1 is intended to gather more reliable data about the gold content of the mineralized zones, their
dimensions and potential extensions. The program will take place mainly in the Vargbécken Property
area but can fdlow mineralization into the adjoining Grandselliden Application Area. The drilling
program is expected to last about 80 working days. One month is allotted to initiating the program
including negotiations about land access and use permits, environmental permitting and other regulatory
and legd matters. An additional month is dedicated to conducting some geological fieldwork and
providing assessments and a summary of hew data.

The cost estimate of currently conducting exploration in the Vargbacken Property areais asfollows:

Reverse Circulation drilling — 30 boreholes, 4,000 metres at $100/m $ 400,000
(total 15 x 100m depth, 10 x 150m depth and 5 x 200m depth, average
133m deep
Analytical costs - drill samples 107,000
Site geological management 41,000
Field assistants 27,000
Meadls and accommodeation 9,000
Vehiclerental and operating costs 11,000
Heavy equipment: bulldozer, excavator and operators 25,000
Sub Total $ 620,000
Contingencies, Miscellaneous (10 %) 62,000

Phase 1 Total $ 682,000

Phase 2, if warranted on the basis of encouraging Phase 1 results, is mainly reverse circulation drilling
repeats of al remaining core holes of interest, extending some holes to a depth of 200 metres, and follow
up and testing of new exploration targets. A small core drilling program for gathering structural

information and tracing potentia ore shoots to depth may be mounted. Even if the Offering is completed,
the Company will not have sufficient financial resources to complete Phase 2, and as such, completion of
Phase 2 is subject to the Company raising additional funds. Additional funds may not be available on
terms acceptable to the Company or at all.
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Reverse circulation drilling: 20 holes to 200 m, deepening 10 others
Core holes (5) to trace ore shoots to depth (structural data)
Analytical costs— drill samples
Site geological management
Field assistants
Meadls and accommodeation
Vehicle renta and operating costs
Heavy equipment: bulldozer, excavator and operators; new site access and
preparation
Metallurgical testing
Sub Total
Contingencies, Miscellaneous (10 %)

Phase 2 Totd

USE OF PROCEEDS

$ 500,000
125,000
140,000

60,000
35,000
15,000
15,000
30,000

10,000
$ 930,000
93,000

$1,023,000

The Company will receive gross proceeds of $1,300,000 in the event that it completes the Offering and an
additional $150,000 in the event that the Over-alotment Option is exercised in full. The Company

received gross proceeds of $366,500 from the prior sales of common shares and Special Warrants. Of
those proceeds, $167,990 was used for the acquisition and exploration of the Vargbécken Property,

$72,870 was used for administration and office expenses and management fees and $60,341 was used for
share issuance costs related to the private placements of the Seed Shares and the Special Warrants and the
Offering. The working capital of the Company as at August 31, 2004 was approximately $5,670. The
Company intends to use the available funds, namely the net proceeds of the Offering ($1,202,500) and its
working capital as at August 31, 2004, as follows:

1)

Offering Offering &
Over-
alotment
Option
Available Funds®” $1,208,170  $1,346,920
Intended Use of Available Funds:
1. To pay the remaining costs of the Offering'® $18,659 $18,659
2. To conduct the recommended Phasel exploration program on $682,000 $682,000
the Vargbécken Property®
3. To cover estimated general and administrative expenses for a ~ $194,000 $194,000
12 month period
4. To provide general working capital® $313,511 $452.261
TOTAL $1208170  $1.346,920

The Company has agreed to pay the Agent on Closing the Commission equal to 7.5% of the gross proceeds
from the sale of the Units and any Additional Units. The Agent has the right to receive a portion of its
commission, in cash or by the issuance to the Agent of up to one-half of the Commission payable from the
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sale of the Units and the Additional Units, in cash or by the issuance to the Agent of up to 135,937 Agent’s
Commission Units. If the Agent elects to receive some of the Commission in Agent’s Commission Units,
the additional cash available as a result of the payment of a portion of the Commission in the form of
Agent’s Commission Unitswill be added to the general working capital.

2 Estimated total costs of the Offering are $105,000.

3 See “The Property of the Company” for details.

4 Part of the general working capital may be alocated by the Company to fund the Phase2 exploration
programs, if warranted, as set out in “ The Property of the Company”.

The Company intends to spend the funds available to it as stated in this Prospectus. There may be
circumstances, however, where, for sound business reasons, a redlocation of funds may be necessary.
The Company will only redirect the funds to other properties on the basis of a recommendation from a
professional geologist or engineer. If such event occurs during distribution of the securities offered under
this Prospectus an amendment to this Prospectus will be filed.

ADMINISTRATION COSTS
The estimated administration costs of the Company to achieve its stated business objectives for the
12 month period following completion of this Offering are an aggregate of $194,000 with an average
monthly cost of $16,166. An estimated breakdown of these costsiis as follows:

Monthly Yearly

Management fees and salaries $7,666 $92,000
Rent, utilities and office supplies” 3,000 36,000
Travel 1,250 15,000
Investor relations and shareholders: communications 2,500 30,000
Transfer agent and regulatory fees 500 6,000
Professional fees 1,250 15,000
TOTAL $16,166  $194,000
D Includes general office supplies, postage, courier, reproduction, telephone/fax.

PLAN OF DISTRIBUTION

The Offering

Pursuant to an agency agreement dated for reference September 1, 2004, between the Company and the
Agent (the “ Agency Agreement”), the Company has appointed the Agent to offer for sale to the public in
the provinces of British Columbia, Alberta and Ontario up to 3,250,000 Units at a price of $0.40 per Unit,
subject to the terms and conditions of the Agency Agreement. Each Unit consists of one Share and one-
haf of a Warrant, each whole Warrant being exercisable for the purchase of one Warrant Share for a
period of 12 months from the date of Closing at a price of $0.50 per Warrant Share.

The certificates representing the Warrants will, among other things, include provisions for the appropriate
adjustment in the class, number and price of the Warrant Shares to be issued upon exercise of the
Warrants upon the occurrence of certain events, including any subdivision, consolidation or
reclassification of the Company’s common shares, the payment of stock dividends and the amalgamation
of the Company. The Agent has agreed to use commercially reasonable efforts to secure subscriptions for
the Units offered hereby on behalf of the Company and may make co-brokerage arrangements with other
investment dealers at no additiona cost to the Company. The Agent reserves the right, at no additiona
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cost to the Company, to offer selling group participation in the normal course of the brokerage business to
selling groups of other licensed dedlers, brokers and investment dealers who may or may not be offered
part of the Commission or Agent’s Warrants derived from the Offering. The obligations of the Agent
under the Agency Agreement may be terminated at the Agent’s discretion on the basis of its assessment
of the state of the financial markets and upon the occurrence of certain stated events. Subscriptions for
the Units offered hereby will be received subject to rgection or allotment in whole or in part and the right
is reserved to close the subscription books at any time without notice. The Closing of this Offering is
conditiona on the receipt of subscriptions for 3,250,000 Units. Closing of the Offering will occur 10
days after the Offering Date. The Offering Date will be such date as may be agreed upon by the
Company and the Agent, but not later than the date that is 90 days after a Mutual Reliance Review
System decision document is issued for this Prospectus unless an extension to this date is granted by the
applicable regulatory authorities. If the Offering subscriptions are not received on or before the later of
90 days after the date of issue of the Mutual Reliance Review System decision document for this
Prospectus and the expiration date of any extension thereof granted by the applicable authorities (the
“Subscription Deadline”), al subscription funds will be returned to the subscriber promptly without
interest or deduction. Subscription proceeds will be held by the Agent pending Closing. Certificates
evidencing the Shares and Warrants will be available for delivery to the Agent at Closing.

The Company has also granted to the Agent the Over-allotment Option, exercisable in whole or in part at
the sole discretion of the Agent to sdl up to 375,000 Additional Units, having the same terms and
conditions as the Units noted above. The Over-allotment Option is exercisable in whole or in part for the
purpose of covering over-alotments, if any.

Pursuant to the Agency Agreement, the Agent will receive the Commission equa to 7.5% of the gross
proceeds received from the sale of the Units and, if applicable, Additional Units hereunder. The Agent
has the right to receive up to one-half of the Commission from the sale d the Units and the Additional
Unitsin cash or by the issuance of up to 135,937 Agent’s Commission Units assuming completion of the
Offering and full exercise of the Over-allotment Option. The Company has aso paid $10,000 to the
Agent as an administration fee and will issue the Agent 150,000 Corporate Finance Units as a corporate
finance fee. In addition, the Agent will be reimbursed for its legal fees and disbursements incurred in
connection with this Offering up to a maximum of $20,000. The Company will also grant Agent’s
Warrants to the Agent exercisable to purchase such number of Agent’s Warrant Shares asis equal to 12%
of the total number of Units and Additional Units, if any, sold for a period of 12 months from the date of
the Closing a an exercise price of $0.40 per Agent’'s Warrant Share. The Shares and Warrants
comprising the Agent’s Commission Units, if applicable, the Corporate Finance Units and the Agent’s
Warrants are qualified under this Prospectus and therefore may be resold by the Agent (along with any
additional Warrant Shares and Agent’s Warrant Shares acquired by the Agent pursuant to an exercise of
the Warrants comprised in the Agent's Commission Units, Corporate Finance Units and Agent’s
Warrants, respectively) without further qualification.

The Company has granted the Agent a right of first refusal to provide further brokered debt or equity
financing in Canada and Continental Europe for a period of 12 months from the Closing.

The Offering price of the Units offered hereby has been determined by negotiation between the Company
and the Agent.

Distribution of the Special Warrant Shares
This Prospectus qualifies the distribution of 3,000,000 Special Warrant Shares of the Company to be

issued, without payment of additional consideration, upon the exercise or deemed exercise of 3,000,000
Specid Warrants issued pursuant to a private placement completed on May 31, 2004. The Specid
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Warrants were issued at a price of $0.10 each. The issue price of the Special Warrants was determined by
the Company. The Specia Warrants may be exercised at any time on or before the Expiry Date being the
earlier of the first business day which is 36 months from the date of issue of the Specia Warrants and the
fifth business day following the day on which a Mutual Reliance Review System decision document for
this Prospectus is issued by and on behalf of each of the Commissions. All unexercised Specia Warrants
will be deemed to be exercised immediately prior to the Expiry Date without any further action on the
part of the holders of such Special Warrants. Special Warrant Shares issued prior to the issuance of a
Mutual Reliance Review System decision document for the Prospectus on behalf of the Commissions will
be subject to a statutory hold period under the Canadian Securities Administrators’, Multilateral
Instrument 45-102 entitled “Resale of Securities’.

Certificates representing the Special Warrant Shares will be available following the exercise or deemed

exercise of the Special Warrants. The Agent has not and will not receive any commission in connection
with the private placement or the distribution of the Special Warrant Shares.

Qualification
This Prospectus qualifies the issuance of the Shares and Warrants comprised in the Units and Additional

Units, if any, Corporate Finance Units and Agent’s Commission Units, if any, and the Special Warrant
Shares and Agent’s Warrants.

Listing
The Company has applied to list its Common Shares on the Exchange.

SELECTED CONSOLIDATED FINANCIAL INFORMATION
AND MANAGEMENT’S DISCUSSION AND ANALYSIS

Selected Consolidated Financial Information Period from inception on
10-March-2004 to 31-

July-2004
(audited)

Total Revenue Nil

Net Income (10ss) ($72,870)

Net Income per share (10ss) ($0.01)

Unproven mineral interests $167,990

Deferred share issue costs $58,341

Total assets $389,456

Long term liabilities N/A

Shareholders’ equity $295,178

Number of Common Shares ® 6,650,000

D The number of Common Shares represents Common Shares issued and outstanding as at July 31, 2004. See
“Consolidated Capitalization” for information on Common Shares reserved for future issuance.

Management Discussion and Analysis

The following discussion and anadysis of the financial condition and results of operations for the
Company for the period from inception to the fiscal year ended May 31, 2004, and the two month period
ended July 31, 2004 should be read in conjunction with the consolidated financial statements and related
notes therein.
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General

The Company is principally engaged in the acquisition and exploration for precious and base metal
deposits. During the period from incorporation on March 10, 2004 to July 31, 2004, the Company
acquired options and staked claims over mineral permits located in the Skellefte Mining District, Sweden,
encompassing the Vargbécken Project.

The Company’s fiscal year end is May 31.
Results of Operations

The Company was incorporated and commenced operations on March 10, 2004 and, therefore, has no
previous reporting periods to compare with the results of operations discussed herein.

Two Months Ending July 31, 2004

The Company had no revenue during the two month period ending July 31, 2004 and incurred a net |oss
of $58,495, represented by genera and administrative expenses. During the period, the Company
incurred $13,702 for accounting and administrative services, of which $13,152 was charged by Folke
Soderstdm, a director of Mawson Sweden, and $550 by Chase Management Ltd. (“Chase’), a private
corporation controlled by Nick DeMare, then the Chief Financial Officer and currently a director of the
Company. The Company also recorded $3,232 in corporate development for promotional materials,
$16,443 for genera lega costs, $4,708 for housing provided to Michagl Hudson, the President and a
director of the Company, and for Mark Saxon, the Vice-President, Exploration, of the Company and their
respective families near the Vargbacken Project site. The Company incurred $16,168 as a reimbursement
to Sierra Peru for travel costs incurred.

Period from Incorporation (March 10, 2004) to May 31, 2004

The Company had no revenue during the period ending May 31, 2004 and incurred a net loss of $10,827
for the period ending May 31, 2004, represented by general and administrative expenses. Included in this
amount is $2,500 for accounting and administrative services provided by Chase, $5,000 for the audit and
$1,901 for genera lega costs.

The operating losses are a reflection of the Company’s status as a non-revenue producing mineral
company. Asthe Company has no source of income, losses are expected to continue.

Mineral Properties

Expenditures incurred in the period from the date of incorporation to July 31, 2004 on the Vargbécken
Property totalled $167,990, representing the land fees and associated costs for the mineral claims. Of this
amount, $63,262 were costs which had been incurred by Sierra Peru and submitted for reimbursement.
Upon completion of the Offering the Company intends to expend $682,000 on the Vargbécken Property
to complete the recommended Phase | exploration program. See “The Property of the Company — Cost
Estimate”.

Risks
The discovery, development and acquisition of minera properties are in many respects unpredictable

events. Future metal prices, capita equity markets, the success of exploration programs and other
property transactions can have a significant impact on capital requirements. See “Risk Factors’.
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Capital Resourcesand Liquidity

The Company has limited capital resources and has to rely upon the sale of equity and debt securities for
cash required for exploration and development purposes, for acquisitions and to fund the administration
of the Company. Since the Company does not expect to generate any revenues in the near future, it must
continue to rely upon the sales of its equity and debt securities to raise capital. It follows that there can be
no assurance that financing, whether debt or equity, will aways be available to the Company in the
amount required at any particular time or for any period or, if available, that it can be obtained on terms
satisfactory to the Company.

At July 31, 2004, the Company had working capitd of $68,847. From the date of incorporation to July
31, 2004, the Company issued 6,650,000 Seed Shares and 3,000,000 Specia Warrants for gross cash
proceeds of $366,500. Share issue costs totalling $2,000 were incurred for these financings. The
proceeds from the financings were used to fund the acquisition of its mineral properties and for working
capital purposes. The 3,000,000 Special Warrants may be exercised without payment of further
consideration for 3,000,000 Common Shares on the earlier of the date that is the first business day
following the date that is 36 months from the date of issue of the Special Warrants and the fifth business
day following the date that the Company receives a Mutual Reliance Review System decision document
issued by and on behalf of the Commissions. (For additional details see “ Share Capita”).

During the period ending July 31, 2004, the Company signed a letter of intent with the Agent, which has
agreed to act as agent for the Offering. See “Plan of Didtribution”. Asat July 31, 2004, the Company has
incurred $58,341 of share issue costs relating to the Prospectus.

Other than as described under “The Property of the Company” and “Use of Proceeds,” the Company does
not have any commitments for material expenditures over either the near or long term and none are
presently contemplated over normal operating requirements.

The estimated remaining costs of this Offering of $18,659 as of August 31, 2004, and the estimated
general and administrative costs to be incurred during the following twelve months of $194,000, will be
paid from the available working capital as at the date of this Prospectus and proceeds from the Offering.
After giving effect to these expenditures, planned expenditures to advance the minera claims and other
anticipated expenses (see “Use of Proceeds’) totalling $876,000, it is expected that unallocated working
capital of approximately $313,511 ($452,261 if the Offering is completed and the Over-allotment Option
is exercised in full) will be available. The Company was established to acquire and carry out mineral
exploration activities on the Principal Property and such other assets as may be acquired in the future.
During the 2004 field season, the Company intends to complete exploration related work, on the Principal
Property. (See*The Property of the Company” and “Use of Proceeds”’.)

Transactions with Related Parties

Mawson Sweden entered into two assignment agreements with Sierra Peru, a company controlled by the
President and Vice President, Exploration of the Company, with respect to acquiring Sierra Peru’ s interest
in the Vérgbacken Property and the Exploration Areas — see “Business of the Company — General
Development of the Business’.

Additional Disclosure

Pursuant to section 5.3 of Nationa Instrument 51-102 — Continuous Disclosure Obligations (“NI 51-

102"), issuers who are listed on the Exchange who do not have significant revenue from operations are
required to provide additional financial information in their management discussion and analysis section.
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Accordingly, as the Company intends to list its securities on the Exchange upon completion of the
Offering, therefore becoming a venture issuer without significant revenue from operations, the Company
is providing in the table below the information required under section 5.3 of NI 51-102.

Period from inception on
10-March-2004 to 31-July-2004

Capitalized or expensed exploration and development $167,990
costs on the Vargbacken Project:

Expensed research and devel opment costs: Nil
Deferred development costs: Nil
General and administrative expenses: $72,870

Common Shares

SHARE CAPITAL

The Company is authorized to issue an unlimited number of Common Shares without par value, of which,
as a the date hereof 6,650,000 Common Shares are issued and outstanding as fully paid and non-
assessable.  The holders of Common Shares are entitled to dividends, if, as and when declared by the

board of directors, to

one vote per share a meetings of shareholders of the Company and, upon

liquidation, to receive such assets of the Company as are distributable to the holders of the Common

Shares.

In addition to the Common Shares issued and outstanding, a further 10,531,405 Common Shares are
reserved for issue as follows (assuming completion of the Offering and full exercise of the Over-alotment

Option):

(1)
(2)
()

(4)

©)
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Common Shares Reserved Offering
Offering Shares™ 3,625,000
Offering Warrant Shares 1,812,500
Other Shares® 285,937
Other Warrant Shares® 142,968
Special Warrant Shares® 3,000,000
Agent’s Warrant Shares® 435,000
Incentive Stock Option Plan ) 1,230,000
Total: 10,531,405

Forming part of the Units and Additional Units.

To be issued upon exercise of the Warrants forming part of the Units and Additional
Units.

Forming part of: (a) the Agent’s Commission Units, in the event the Agent determinesto
take one-half of the Commission payable from the sale of the Units and Additional Units
in the form of Agent’s Commission Units; and (b) the Corporate Finance Units.

To be issued upon exercise of the Warrants forming part of: (a) the Agent’s Commission
Units, in the event the Agent determines to take one-half of the Commission payable
from the sale of the Units and Additional Units in the form of Agent’s Commission
Units; and (b) the Corporate Finance Units.

To beissued upon the exercise or deemed exercise of the Special Warrants.
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(6) To beissued upon the exercise of the Agent’s Warrants.
@) The Company has granted 1,230,000 stock options to its directors, officers and
consultants.

See “Plan of Distribution” and “Directors and Officers Stock Options’.

Capitalization

The consolidated capitalization of the Company as at July 31, 2004, as at the date of this Prospectus, after
giving effect to the Offering, and after giving effect to the Offering plus full exercise of the Over-

alotment Option is as follows:

Outstanding
After Giving
Effect To The
Outstanding Offering
Outstanding After Giving And The Over-
Outstanding AsAt The Effect To The allotment
AsAt DateHereof®  Offering Option
July 31, 2004 (Unaudited)®®  (Unaudited)®®
Capital Authorized  (Audited) (Unaudited) (Pro-Forma) (Pro-Forma)
Common unlimited $66,500 $66,500 $1,775,250 $1,930,875
Shares (6,650,000 (6,650,000 (13,171,875 (13,560,937
Common Common Common Common
Shares) Shares) Shares) Shares)
Specid N/A $300,000 $300,000 Nil Nil
Warrants 3,000,000 3,000,000
(D Does not include incentive stock options granted by the Company to directors, officers and employees of
the Company to acquire an aggregate of 1,230,000 Common Shares. (See “Directors and Officers Stock
Options’.)
(2 Includes the 3,000,000 Special Warrant Shares issuable upon the exercise or deemed exercise of 3,000,000

Special Warrants, the 121,875 Shares which may be issued as part of the Agent’s Commission Units, at the
election of the Agent and the 150,000 Shares forming part of the Corporate Finance Units. Does not
include the 390,000 Agent’'s Warrant Shares issuable upon exercise d the Agent’'s Warrants or the
1,625,000 Warrant Shares issuable upon exercise of the Warrants. (See “Plan of Distribution”). Also does
not include up to 60,937 Warrant Shares which may be issued to the Agent in respect of any exercise of
Warrants comprising the Agent’s Commission Units or the up to 75,000 Warrant Shares issuable upon
exercise of the Warrants comprising the Corporate Finance Units.

(3 Includes the 3,000,000 Special Warrant Shares issuable upon the exercise or deemed exercise of 3,000,000
Special Warrants, the 135,937 Shares which may be issued as part of the Agent’s Commission Units, at the
election of the Agent and the 150,000 Shares forming part of the Corporate Finance Units. Does not
include the 435,000 Agent’s Warrant Shares issuable upon exercise of the Agent’s Warrants or the
1,812,500 Warrant Shares issuable upon exercise of the Warrants. (See “Plan of Distribution”). Also does
not include up to 67,968 Warrant Shares which may be issued to the Agent in respect of any exercise of
Warrants comprising the Agent’s Commission Units or the up to 75,000 Warrant Shares issuable upon
exercise of the Warrants comprising the Corporate Finance Units.
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Prior Sales

Since the date of incorporation to the date of this Prospectus, the Company has issued, or agreed to issue
in the case of the Special Warrant Shares, the following Common Shares:

Number Date of | ssue Issue Price Purpose of issuance
3,000,000 31-May-2004" $0.10 Private placement
6,650,000 31-Mar-2004 $0.01 Private placement

D Special Warrants were issued on May 31, 2004. Upon exercise or deemed exercise of the Special
Warrants, 3,000,000 Special Warrant Shares will be issued at a deemed value of $0.10 each.

Directors and Officers Stock Options

The Company recently approved, subject D regulatory approval, an incentive stock option plan (the
“Plan”), for the employees, directors, officers, consultants and employees of a person or company which
provides management services to the Company or its associated, affiliated, controlled and subsidiary
companies (the “Participants’), to grant such Participants the right to purchase in aggregate up to
1,356,093 Common Shares representing approximately 10% of the proposed number of the Company’s
issued and outstanding shares after completion of the Offering and full exercise of the Over-allotment
Option.

The following table sets forth information on stock options that the Company has granted to its directors,
officers and consultants, all of which will be exercisable at $0.40 per Common Share for five years from
the date of listing of the Common Shares on the Exchange (“Listing”).

Group Number of Common Sharesunder option
Executive Officers (2) 680,000
Non-Executive Officer (1) 50,000
Directors who are not Executive Officers as agroup (2) 400,000
Consultants (1) 100,000
Total 1,230,000

The options are non-transferable and are exercisable on or before the close of business on the date which
is the fifth anniversary of the Closing, subject to the Exchange four month hold period.

M arket for Securities

The Common Shares of the Company are not listed for trading on any stock exchange. The Company has
applied to list the Common Shares on the Exchange. Listing will be subject to the Company fulfilling all
of the requirements of the Exchange, including prescribed distribution and financia requirements.

Dividend Policy

The Company has paid no dividends on its Common Shares since incorporation. The Board of Directors
may declare dividends in its discretion using funds or assets properly available for distribution.
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DIRECTORS AND OFFICERS

The names, municipality of residence and present and principal occupations of each of the directors,
officers, promoters and principal shareholders of the Company are set forth in the following table. All of
the directors have been appointed for terms expiring on the date of the Company’s next annual genera

mesting.

Name and Municipality
of Residence and Age Position within the Company

Michagl Hudson (Age: 35) President, CEO & Director
Victoria, Augtrdia since March 30, 2004

David Hengtridge (Age: 56) Director since March 30, 2004
Victorig, Australia

Nick DeMare (Age: 49) Director since March 10, 2004

Vancouver, BC

Mark Saxon (Age: 34) Vice President, Exploration

Victoria, Austraia since March 30, 2004

Mariana Bermudez (Age: 29)  Secretary since March 30,
Vancouver, BC 2004
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Present and Principal Occupation
for the Past Five Years

Director, Chief Geologist, Siera
Minerals Ltd., an unlisted Austraian
public mineral company, since 2002;
Project Manager, Lake Resources NL,
an ASX listed minera company from
2001 to 2002; Senior Geologist for
Pasminco Australia Limited, an ASX
listed mining company from 1991 to
2001.

President and CEO, Tumi Resources
Ltd, a TSXV minera exploration
company; President and CEO, Peruvian
Gold Limited, a TSXV company from
1993 to 2001.

President, Chase Management Limited
since 1991, a private company
providing a range of administrative,
management and financial services to
private and public companies,
Chartered Accountant. Mr. DeMare
served as Chief Financia Officer for the
Company from July 22, 2004 to
September 16, 2004.

Director, Sierra Minerds Ltd., an
unlisted Austraian public minera
company, since 2002; Senior Geologist,
Pasminco Australia Ltd., an ASX listed
mining company, from 1992 to 2001.

Secretary, Tumi Resources Limited, a
TSXV listed company; Legal Secretary,
Farris, Vaughan, Wills & Murphy, from
2001 to 2004; Legal Assistant, Morton
& Company, for six months during
2001; Administrator, Peruvian Gold
Limited, a TSXV company from 1994
to 2001.
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Pursuant to the provisions of the BCA, the Company is required to have an audit committee. The genera
function of the audit committee isto review the overall audit plan and the Company’s system of interna
controls, to review the results of the externa audit and to resolve any potential dispute with the
Company’s auditors. The audit committee of the Company currently consists of Michael Hudson, Nick
DeMare and David Henstridge.

As at the date of this Prospectus, the directors and officers as a group beneficially own, directly or
indirectly, or exercise control or direction over 6,010,000 Common Shares of the Company, (including
160,000 Specia Warrant Shares to be issued upon exercise of Special Warrants) representing 62.28% of
the presently issued Common Shares, including the Special Warrant Shares to be issued upon exercise or
deemed exercise of the Special Warrants.

The Company’s directors and officers are not required and do not currently intend to devote all of their
time to the affairs of the Company. The amount of time devoted to the affairs of the Company will be
dependent upon the ability of management to identify natural resource opportunities. For the coming
year, it is anticipated that Michael Hudson will spend approximately 90% of his time on the affairs of the
Company, David Henstridge will spend approximately 30% of his time on the affairs of the Company and
Nick DeMare will spend approximately 30% of his time on the affairs of the Company. For any fied
work carried out by the directors they will be compensated at a rate to be determined by the directors of
the Company at the appropriate time.

None of the directors or senior officers has entered into a norrcompetition or non-disclosure agreement
with the Company.

M anagement
The following isa brief description of the Company’ s management and key personnel:

Michael Robert Hudson is President, CEO and director of the Company and has over 14 years of
experience in mineral exploration in Australia, Asia, Suth America and Europe. He is currently a
director of Sierra Minerals Ltd. an unlisted public mineral exploration company exploring for gold in
Australia and Peru. His past experience includes: Project Manager, for BHP Billiton JV, with Lake
Resources NL, June 2001 to March 2002 and Senior Geologist, Pasminco Ltd. a mineral exploration
company exploring for zinc, silver and gold and listed on the Australian Stock Exchange, 1991 to 2001.
He graduated from the University of Melbourne in 1991 with a B.Sc. (Honours) in Geology and is a
member of both the Australian Institute of Mining and Metallurgy and the Society of Economic
Geologists. He has three years experience in managing publicly traded companies. Mr. Hudson
provides the Company with management expertise and a demonstrated track record in acquiring and
developing quality base and precious metal projects. Mr. Hudson has primary managerial responsibility
for the Company’ s activities.

Nick DeMare is a Chartered Accountant and a director of the Company. He has been a director and
officer of many publicly listed companies in Canada since 1986. Since 1991, as President of Chase
Management Ltd., he has specialized in providing accounting, management, securities regulatory
compliance and corporate secretarial services to companies listed on the Exchange and its predecessors.
Mr. DeMare is currently a director of several Exchange listed companies including Tumi Resources
Limited, Tinka Resources Limited, Lariat Resources Ltd., Kookaburra Resources Ltd., Hilton Resources
Ltd. (of which he is aso President and CEO), Halo Resources Ltd. (of which he is also President),
Goldmarca Limited, Golden Peaks Resources Ltd., Gold Point Exploration Ltd. (of which he is aso
President), GGL Diamond Corp., Baradero Resources Ltd. (formerly California Exploration Ltd.) (of
which he is aso President), Andean American Mining Corp. and Aguila American Resources Ltd. Mr.
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DeMare earned his Bachelor of Commerce from the University of British Columbia in May 1977.
Mr. DeMare’'s responsibilities include accounting, finance and administrative requirements of the

Company.

David Henstridge is a Professonal Geologist and a director of the Company with over 30 years of
experience in mineral exploration overseas. He is currently Resident, CEO and a director of Tumi
Resources Limited and a director of Tinka Resources Limited, both being mineral exploration companies
listed on the Exchange. Mr. Henstridge also acted as a director of Argosy Minerds Inc., a Exchange
listed minera exploration company, from 1999 to 2004. He graduated from the University of Adelaidein
1971 with a B.Sc. (Honours) in Geology and is a member of the Australian Institute of Mining and
Metallurgy and the Australian Institute of Geoscientists and the Geological Society of Australia. He has
20 years experience in managing publicly traded companies.

Mark Saxon is the Vice President, Exploration of the Company. Mr. Saxon graduated from the
University of Melbourne in 1991 with a B. Sc. (Honours) in Geology and is a member of the Austraian
Institute of Mining and Metalurgy. Mr. Saxon is a current director of Sierra Minerals Ltd. an unlisted
Australian public minera exploration company exploring for gold in Australia and Peru. Mr. Saxon was
a Senior Geologist of Pasminco Australia Ltd. from 1992 to 2001 and brings a strong background in
project generation, acquisition and management to the Company.

SECURITIESREGULATORY OR OTHER SANCTIONSAND BANKRUPTCY

Corporate Cease Trade Ordersor Bankruptcies

None of the Company’s directors, officers, promoters or other member of our management or shareholder
holding enough securities to materially affect the control of the Company is, or during the ten years
preceding the date of this prospectus has been, a director, officer or promoter of any issuer that, while the
person was acting in that capacity:

@ was the subject of a cease trade order or similar order that denied such issuer access to
any statutory exemptions for a period of more than 30 consecutive days; or

(b) was declared bankrupt or made a voluntary assignment in bankruptcy, made a proposal
under any legidation relating to bankruptcy or insolvency or was subject to or instituted
any proceedings, arrangement, or compromise with creditors, or had a receiver, receiver
manager, or trustee appointed to hold its assets.

Penaltiesor Sanctions

No director, officer, promoter or other member of management of the Company or shareholder holding
enough securities to materially affect the control of the Company has to its knowledge, been subject to
any penalties or sanctions imposed by a court relating to Canadian securities legidation or by a securities
regulatory authority or has entered into a settlement agreement with a Canadian securities regulatory
authority or been subject to any other penaltiesimposed by a court or regulatory body that would be likely
to be considered important to a reasonable investor making an investment decision.

Per sonal Bankruptcies

During the ten years preceding the date of this prospectus, no director, officer, promoter or other member
of management of the Company or shareholder holding enough securities to materially affect the control
of the Company, or a persona holding company of any such person has, to our knowledge, been declared
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bankrupt or made a voluntary assignment in bankruptcy, made a proposal under any legidation relating to
bankruptcy or insolvency, or been subject to or instituted any proceedings, arrangement or compromise
with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of that

individual.
PRINCIPAL SHAREHOLDERS

To the best of the knowledge of the directors and officers of the Company, as at the date hereof the
following beneficial and recorded owners hold, directly or indirectly, Common Shares of the Company
which carry more than ten percent (10%) of the voting rights attached to al Common Shares of the
Company (on a nortdiluted basis). Upon completion of this Offering, Messrs. Hudson and Saxon will
beneficially own 10% or more of the outstanding Common Shares. See “Risk Factors - Influence of
Management and Principa Shareholders’.

Per centage of
Outstanding
Common
Shares
After
Completion of
Per centage of the Offering
Per centage of Number of Outstanding and full
Currently Common Common exercise of the
Number of Outstanding Shar es after Shares After Over-
Common Common Completion of completion of allotment

Name Shares Shares® the Offering the Offering® Option®

Michael Hudson 1,750,000 18.13% 1,750,000 13.29% 12.90%

Mark Saxon 1,750,000 18.13% 1,750,000 13.29% 12.90%

Nick DeMare 1,240,000° 12.85% 1,240,000 9.41% 9.14%

David Henstridge 1,000,000 10.36% 1,000,000 7.59% 7.37%

(0] Includes 3,000,000 Special Warrant Shares issuable upon exercise of the Special Warrants. Does not
include other Common Shares reserved for future issuance as of the date of this Prospectus. See “Share
Capita”.

(2 Includes the 121,875 Shares comprising the Agent’s Commission Units, if any, together with 150,000
Shares comprising the Corporate Finance Units. Does not include:

@ up to 390,000 Agent’s Warrant Shares which are reserved for issuance upon exercise of the
Agent’s Warrants.

(b) up to 60,937 Warrant Shares which may be issued upon the exercise of the Warrants comprising
the Agent’s Commission Units, if any.

(©) 75,000 Warrant Shares which may be issued upon the exercise of the Warrants comprising the
Corporate Finance Units.

(d) up to 1,625,000 Warrant Shares issuable upon exercise of the Warrants.

(e 1,317,187 Common Shares reserved for issuance under the Stock Option Plan in accordance with
the Offering being achieved.

(3 Includes the 135,937 Shares comprising the Agent’s Commission Units, if any, on completion of the
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Offering and full exercise of the Over-allotment Option together with 150,000 Shares comprising the
Corporate Finance Units. Does not include:

(@ up to 435,000 Agent’s Warrant Shares which are reserved for issuance upon exercise of the
Agent’s Warrants.

(b) up to 67,968 Warrant Shares which may be issued upon the exercise of the Warrants comprising
the Agent’s Commission Units, if any.

(© 75,000 Warrant Shares which may be issued upon the exercise of the Warrants comprising the
Corporate Finance Units.

(d) up to 1,812,500 Warrant Shares issuable upon exercise of the Warrants.

(e 1,356,093 Common Shares reserved for issuance under the Stock Option Plan in accordance with
the Offering being achieved and the Over-allotment Option being exercised in full.

(4 Sierra Peru, the common shares of which are held equally between Michael Hudson and Mark Saxon, holds
20,000 Specia Warrants.

(5) Mr. DeMare holds 700,000 Common Shares directly; exercises control or direction over 400,000 Common
Shares and 20,000 Special Warrants held by DNN Investments Ltd., a private company owned by members
of Mr. DeMare's family who do not live with him; and holds 120,000 Special Warrants indirectly through
Marbella Capital Corp., a private company of which Mr. DeMare holds a 30% interest.

ESCROWED SECURITIESAND RESALE RESTRICTIONS
Escrowed Securities

In accordance with the Canadian Securities Administrators National Policy 46-201 entitled “Escrow for
Initial Public Offerings’ (“NP 46-201") and the Exchange's Palicy 5.4 — Escrow, Vendor Consideration
and Resale Restrictions (“Policy 5.4”) (NP 46-201 and Policy 5.4 are collectively referred to herein as the
“Escrow Regulations’) and pursuant to the Escrow Agreements, atotal of 6,680,000 Common Shares (the
“Escrowed Securities’) (including 30,000 Specia Warrant Shares to be issued upon exercise of the
Specia Warrants) will be deposited into escrow with he Trustee as escrow agent on closing of the
Offering. The Escrowed Securities represent 69.22% of the issued Common Shares as at the date of this
Prospectus assuming the issue of the Specia Warrant Shares upon the exercise of the Special Warrants
and will represent approximately 50.71% of the issued Common Shares after giving effect to the
completion of the Offering and 49.26% if the Over-alotment Option is exercised in full, in both cases
assuming the Agent elects to receive the maximum number of Agent’s Commission Units.

Under the Escrow Regulations, the Company is an “emerging issuer”. An emerging issuer is an issuer
that does not meet the “established issuer” criteria, i.e. an issuer listed on The Toronto Stock Exchangein
its non-exempt category or that meets Tier 1 listing requirements of the Exchange. Based on the
Company being an emerging issuer, the Escrowed Securities will be subject to a three year automatic time
release escrow in equal tranches at 6 month intervals (i.e., 15% of each principal’s holding released in
each tranche) with 10% of each Principal’s holding being exempt from escrow effective on the date the
Company’s Common Shares are listed on the Exchange (the “Listing Date”).

If, within 18 months of the date of issue of a Mutual Reliance Review System decision document for the
Prospectus, the Company meets the established issuer criteria, as set out in the Escrow Regulations, that
number of Escrowed Securities that would to that date have been dligible for release from escrow if the
Company had been an established issuer on the date of the Mutual Reliance Review System decision
document will be immediately released from escrow. After 18 months of the date of the Mutual Reliance
Review System decision document, if the Company meets the established issuer criteria, al the Escrowed
Securities will be immediately released from escrow.
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The Escrowed Securities can generaly not be transferred or otherwise dealt with while in escrow.

Permitted transfers or dealings within escrow would nclude: (i) transfers to continuing or, upon their
appointment, incoming directors and senior officers of the Company or of a material operating subsidiary,
with approva of the Company’s board of directors; (ii) transfers to an RRSP or similar trusteed plan
provided that the only beneficiaries are the transferor or the transferor’s spouse or children; (iii) transfers
upon bankruptcy to the trustee in bankruptcy; and (iv) pledgesto afinancia ingtitution as collateral for a
bona fide loan, provided that yon a redlization the securities remain subject to escrow. Tenders of
Escrowed Securities to a take-over bid would be permitted provided that, if the tenderer is a principal of
the successor issuer upon completion of the take-over bid, securities received in exchange for tendered
Escrowed Securities are substituted in escrow on the basis of the successor issuer’s escrow classification.

Resale Restrictions

Under the securities laws of British Columbia, Alberta and Ontario, al of the Common Shares issued
prior to the date of this Prospectus including Special Warrant Shares issued prior to such date, if any, are
subject to resae restrictions and cannot be traded by the holder unless (a) among other things, the
Company is a “reporting issuer” and at least 4 nonths have elapsed since the distribution date of the
Specid Warrants (May 31, 2004), or (b) an exemption from the prospectus requirement is available in
respect of the trade, or (c)a discretionary order is obtained from the British Columbia Securities
Commission and any other regulatory authority having jurisdiction.

Some of the Specia Warrant Shares, excluding Special Warrant Shares included among the Escrowed
Securities, will be subject to a hold period as aresult of the Exchange' s “ Seed Share Resale Redtrictions’.
These restrictions apply to certain securities issued prior to a company’s initial public offering. The
application of the restrictions and the duration of applicable hold periods depend on when the securities
were issued relative to the date a Mutual Reliance Review System decision document is issued for the
Company’s preliminary prospectus and the price at which the securities were issued relative to the initial
public offering price. In the case of the Company, 2,910,000 of the Special Warrant Shares (the
“Redtricted Shares’) will be subject to a hold period. The hold period will expire in stages according to
the following schedule:

Expiry Date of Hold Period No. of Restricted Shares

Date Offering is completed One-fifth of Restricted Shares
One month from completion of Offering One-fifth of Restricted Shares
Two months from completion of Offering One-fifth of Restricted Shares
Three months from completion of Offering One-fifth of Restricted Shares
Four months from completion of Offering One-fifth of Restricted Shares

The certificates representing the Restricted Shares will be endorsed with a legend reflecting the hold
period.

COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS
Summary Compensation of Executive Officersand Directors

The Company currently has three directors of whom one is an executive officer of the Company. The
Company has two additional officers being the Secretary and Vice-President, Exploration of the

Company.
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Compensation of Executive Officers

During the period ended July 31, 2004, the Company paid or accrued $3,050 in fees to Chase
Management Ltd., a corporation controlled by Nick DeMare, who served as the Chief Financial Officer
during the period and who is also a director of the Company. Mr. DeMare resigned as Chief Financia
Officer on September 16, 2004.

Except for the payments described above and below and for stock option grants set out elsewhere in this
Prospectus, the Company has not paid any compensation (including salaries, director's fees,
commissions, bonuses or fees for services) to any of the officers or directors of the Company since the
Company was incorporated.

Summary of Compensation

The following table sets forth a summary of the annual and long term compensation for services paid
during the fiscal period of the Company from incorporation to July 31, 2004 to Michagl Hudson and Nick
DeMare, being the only executive officers of the Company acting in the capacity of chief executive
officer and chief financia officer, respectively, or being paid over $150,000 during the fiscal period from
incorporation to July 31, 2004 (the “Named Executive Officers’).

Summary Compensation Table

Annual Compensation Long Term Compensation
Awards Payouts
Securities Shares or
Under Units
Option/ Subject to All Other
Nameand Other Annual SARs® Resale LTIP® Compen-
Principal Salary Bonus | Compensation | Granted | Restrictions | Payouts sation
Position Year ($) $) $) # €) 6] %
Michael 2004 $Nil Nil Nil 340,000 N/A N/A Nil®
Hudson,
President &
CEO
Nick DeMare, | 2004%® $Nil @ Nil Nil 75,000 N/A N/A $3,050%
cFo®
D “SAR” or “Stock appreciation right” means a right granted by the Company, as compensation for services

rendered, to receive a payment of cash or an issue or transfer of securities based wholly or in part on
changesin the trading price of publicly traded securities of the Company.

2 “LTIP" or “long term incentive plan” means any plan which provides compensation intended to serve as
incentive for performance to occur over a period longer than one financial year, but does not include option
or stock appreciation right plans or plans for compensation through restricted shares or restricted share
units.

(©)) Fiscal period from incorporation to July 31, 2004.
(4 Management fees accrued or paid to July 31, 2004.
5) Geological consulting fees accrued or paid to July 31, 2004.

(6) Fees paid to Chase Management Ltd. from incorporation to May 31, 2004 - $2,500 and for the two month
period ended July 31, 2004 - $550. Chase Management Ltd. also received options to purchase 75,000
shares of the Company at a price of $0.40 per share until July 15, 2009 or the fifth anniversary of the listing
of the Company’s common shares for trading on the TSX Venture Exchange.

@) Mr. DeMare resigned as Chief Financial Officer on September 16, 2004.
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Option Grants and Options Outstanding

The following stock options were granted to the Company’s Named Executive Officers during the fiscal
period from incorporation to July 31, 2004:

Market Value o
% of Total Securities
Options Granted Exerciseor Base  Underlying Options
Securities Under to Employeesin Price on the Date of
Name Options Granted Fiscal Year® ($/Security) Grant ($/Security) ~ Expiration Date
Michael Hudson 340,000 27.6% $0.40 na 15-Jul-2009®
Nick DeMare 150,000 12.2%® $0.40 na 15-Jul-2009®?
D Percentage of all of the Company’s options granted during the period ended July 31, 2004.
2 Options expire on the later of July 15, 2009 or the date which is the fifth anniversary of the date the Company’s
common shares are listed for trading on the TSX Venture Exchange pursuant to itsinitial public offering.
3 Includes options to purchase 75,000 common shares granted to Chase Management Ltd., a company controlled by Mr.

DeMare.

There were no options exercised by the Named Executive Officers during the fiscal period ended July 31,
2004.

L ong-term Incentive Plans

The Company has not had and does not currently have any long term incentive plans.

Stock Appreciation Rights and Restricted Shares

No stock appreciation rights or restricted shares were granted by the Company to, or exercised by, the
Named Executive Officer of the Company during the fiscal period ended July 31, 2004 or subsequent to
that date.

Stock Option and SAR Repricing

The Company did not make any downward repricing of stock options or stock appreciation rights during
the fiscal period ended July 31, 2004, or subsequent to that date.

Pension and Retirement Plans and Payments made upon Termination of Employment

The Company does not have in place any pension or retirement plan. The Company has not provided
compensation, monetary or otherwise, during the preceding fiscal year, to any person who now acts or has
previoudy acted as an officer of the Company, in connection with or related to the retirement, termination
or resignation of such person and the Company has provided no compensation to such persons as a result
of a change of control of the Company, its subsidiaries or affiliates. The Company is not party to any
compensation plan or arrangement with the Named Executive Officers resulting from the resignation,
retirement or the termination of employment of such person.
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Employment Contracts

There is no employment contract between the Company and any of the Named Executive Officers and no
compensatory plan or arrangement with respect to the Named Executive Officers that results or will result
from the resignation, retirement or any other termination of employment of such officer’s employment
with the Company from a change of control of the Company or a change in the Named Executive
Officers responsibilities following a change in control together with the amount involved.

Compensation of Directors

The Company does not compensate its directors in their capacities as such, athough directors of the
Company will be reimbursed for their expenses incurred in connection with their service as directors and
may be issued stock options from time to time at the discretion of the board. See “Share Capital -
Directors and Officers Stock Options”.

Proposed Compensation - Executive Officers and Directors

The Company estimates that $36,000 will be paid to Michael Hudson, President of the Company and
$36,000 will be paid to Mark Saxon, Vice President, Exploration of the Company during the 12 months
following the Offering. During the 12 months following the Offering, none of the remaining directors
and officers will paid any monies, other than for professional fees, if any, for any field work described
herein. See “Directors and Officers’.

CONFLICTS OF INTEREST

Certain directors and officers of the Company are directors, officers and/or shareholders of other private
and publicly listed companies, including companies engaged in mineral exploration. To the extent that
such other companies may be interested or participate in or be affected by opportunities or transactions
involving the Company, these directors and officers of the Company may have conflicting interests in
negotiating and settling terms of such transactions. Conflicts of interest affecting the directors and
officers of the Company will be governed by the BCA and other applicable laws. In the event that such a
conflict of interest arises at a meeting of the Board of Directors of the Company, a director who has such
a conflict must disclose the nature and extent of his interest and abstain from voting for or against matters
concerning the venture.

INDEBTEDNESS OF DIRECTORS AND OFFICERS

Other than routine indebtedness (expenses and advances) in the ordinary course of business, no director,
Executive Officer, or any other member of management of the Company nor any of their respective
associates or affiliatesis or has been at any time during the last completed fiscal year or at any time since
the beginning of the most recently completed fiscal year indebted to the Company or the subject of a
guarantee, support agreement, letter of credit or other smilar arrangement provided by the Company.

INTEREST OF MANAGEMENT AND OTHERSIN MATERIAL TRANSACTIONS

Michael Hudson, the President of the Company and Mark Saxon, the Vice President, Exploration of the
Company, jointly own Sierra Peru as to 50% each and therefore they have an interest in the Company’s
acquisition of the right, title and interest in the Vargbécken Property.

Other than as noted above and set forth under the headings “Information Concerning The Company -
Prior Sales’, “Directors And Officers Stock Options’ and “The Property of the Company”, the Company
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is not aware of any material transaction involving any director or Executive Officer or any Shareholder
who holds more than 10% of the voting rights attached to the Common Shares or any associate or affiliate
of any of the foregoing, which has been entered into since the commencement of the Company’s last
completed financial period or in any proposed transaction which, in either case, has materially affected or
will materialy affect the Company or any of its subsidiaries, in the last three years.

PROMOTERS
Michael Hudson, a director and officer of the Company may be considered to be the promoter of the
Company as he took the initiative with respect to organizing the Company (see “Principal Shareholders’,
“Directors and Officers’ and “Interest of Management and Othersin Material Transactions”).

It is anticipated that following the Offering the Company will enter into an investor relations agreement
with Nick Nicolaas, an individual currently providing consulting services to the Company. The details of
the terms and conditions of the investor relations agreement will be publicly disseminated by way of a
news release once such agreement is executed by both parties.

AUDITORS, TRANSFER AGENT AND REGISTRAR

The auditor of the Company is D & H Group, Chartered Accountants, 10" Floor, 1333 West Broadway,
Vancouver, BC V6H 4C1.

The transfer agent and registrar of the Common Shares is Computershare Trust Company of Canada, of
3 Floor, 510 Burrard Street, Vancouver, BC V6C 3B9.

LEGAL PROCEEDINGS

Management of the Company is not currently aware of any materia legal proceeding, actud,
contemplated or threatened, to which the Company is party or of which any of its properties is the subject.

MATERIAL CONTRACTS

Other than contracts entered into in the ordinary course of business, the following are the only contracts
materia to the Company that have been entered into within two years prior to the date of this Prospectus:

1 Agency Agreement, dated for reference September 1, 2004, between the Agent and the Company
(see “Plan of Digtribution”);

2. Option and Joint Venture Agreement dated June 28, 2004 with NAN (Vargbécken) (see “The
Property of the Company”);

3. Option and Joint Venture Agreement dated June 28, 2004 with NAN (Stenberget) (see “The
Property of the Company”);

4. Royalty Agreement, dated June 28, 2004 with NAN (see “ The Property of the Company”);

5. Escrow Agreements dated August 23, 2004 with respect to the escrow of an aggregate 6,680,000
Common Shares of the Company (See “Escrowed Securities and Resale Restrictions’);

6. Stock Option Plan dated July 15, 2004. (See“Directors and Officers Stock Options);

7. Stock Option Agreements dated July 15, 2004 (See “Directors and Officers' Stock Options); and
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8. Specia Warrant Subscription Agreements (see “Prior Sales’).

Copies of the material contracts may be inspected at the registered office of the Company at #1305 — 1090
West Georgia Street, Vancouver, British Columbia during norma business hours while the securities
offered by this Prospectus are in the course of distribution and for a period of 30 days thereafter.

RISK FACTORS

The Units should be considered highly speculative due to the nature of the Company’s business and the
present stage of its development. In evaluating the Company and its business, investors should carefully
consider, in addition to the other information contained in this Prospectus, the following risk factors.
These risk factors are not a definitive list of al risk factors associated with an investment in the Company
or in connection with the Company’ s operations.

Natureof Mineral Exploration

Resource exploration and development is a speculative business and involves a high degree of risk which
even a combination of experience, knowledge and careful evaluation may not be able to overcome. The
properties in which the Company holds an interest are without a known resource. Each of the proposed
programs on the propertiesis an exploratory search for resources. There is no assurance that commercial
quantities of resources will be discovered. Thereis aso no assurance that even if commercia quantities
of resources are discovered, a minera property will be brought into commercia production. The
discovery of mineral depositsis dependent upon a number of factors not the least of which is the technical
skill of the exploration personnel involved. The commercial viability of a minera deposit once
discovered is also dependent upon a number of factors, some of which are the particular attributes of the
deposit, such as size, grade and proximity to infrastructure, metal prices and government regulations,
including regulations relating to royalties, allowable production, importing and exporting of minerals, and
environmental protection. Most of the above factors are beyond the control of the Company.

Requirement for Further Financing

The Company does not have sufficient financial resources to undertake al of its currently planned
exploration programs. The further exploration of the various mineral properties in which it holds interests
depends upon the Company’s ability to obtain financing through joint ventures of projects, debt
financing, equity financing or other means. There can be no assurance that the Company will be able to
raise the balance of the financing required or that such financing can be obtained without substantial
dilution to shareholders. Failure to obtain additional financing on a timely basis could cause the
Company to reduce or terminate its operations or lose its interest in its properties. In order to acquire the
Vargbécken Property, the Company must incur expenditures of SEK 4 million (approximately $720,000)
by June 28, 2007. If these expenditures are not incurred the Company will acquire no interest in its
principal property. To acquire an 80% interest it must incur an additional SEK 8 million (approximately
$1,400,000) by June 28, 2009. The Company must meet the same obligations in respect of the Stenberget
Property.

Dilution

The purchase price of the Units exceeds the net tangible book value per Common Share and accordingly
investors will suffer immediate and substantia dilution of their investment.
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Fluctuation in Mineral Prices

The mining industry in genera is intensely competitive and there is no assurance that, even if commercia
guantities of mineral resource are discovered, a profitable market will exist for the sale of same or that
mineral prices will be such that the Company’s properties can be mined at a profit. Factors beyond the
control of the Company may affect the ability of the Company to attract investors and receive further
funds for exploration. Meta prices have experienced volatile and significant price movements over short
periods of time, and are affected by numerous factors beyond the control of the Company, including
international economic and political trends, expectations of inflation, currency exchange fluctuations
(specifically, the Swedish Krona relative to other currencies), interest rates and globa or regiona
consumption patterns, speculative activities and increased production due to improved mining and
production methods. In particular, the supply of and demand for gold are affected by, among other
factors, political events, economic conditions and production costs in major gold producing regions, and
governmenta or central bank policies with respect to gold holdings.

Uninsurable Risks

In the course of exploration of mineral properties, certain detrimental events and, in particular,
unexpected or unusua geological conditions including rock bursts, cave-ins, fires, flooding, and
earthquakes, may occur. It isnot aways possible to fully insure against such risks and the Company may
decide not to take out insurance against such risks as aresult of high premiums or for other reasons. The
Company currently does not yet have insurance coverage in conforming to industry standards. Should
such liabilities arise, they could reduce or eiminate any future profitability and result in increasing costs
and a decline in the value of the securities of the Company.

No Assurance of Titlesor Boundaries

The Company has obtained a lega opinion from its Swedish legal counsel with respect to title to al of its
mineral properties but this should not be construed as a guarantee of title. Other parties may dispute title
to any of the Company’s minera properties and any of the Company’s properties may be subject to prior
unregistered agreements or transfers and title may be affected by undetected encumbrances or defects or
governmental actions.

Environmental and Other Regulatory Requirements

All phases of the Company’s operations are subject to environmental regulation. Environmental
legidation is evolving in a manner which will require stricter standards and enforcement, increased fines
and pendlties for non-compliance, more stringent environmental assessments of proposed projects and a
heightened degree of responsibility for companies and their officers, directors and employees. Thereis
no assurance that future changes in environmental regulation, will not adversely affect the Company’s
activities. Environmental hazards may exist on the properties in which the Company holds interests
which are unknown to the Company at present which have been caused by previous or existing owners or
operators of the properties. Government approvas and permits are currently, and may in the future be,
required in connection with the Company’s activities. To the extent such approvals are required and not
obtained, the Company may be restricted or prohibited from proceeding with planned exploration of
mineral properties. Failure to comply with applicable laws, regulations and permitting requirements may
result in enforcement actions thereunder, including orders issued by regulatory or judicia authorities
causing activities to cease or be curtailed, and may include corrective measures requiring capital
expenditures, installation of additional equipment, or remedial actions. Parties engaged in exploration
may be required to compensate those suffering loss or damage by reason of such activities and may have
civil or criminal fines or penalties imposed for violations of applicable laws or regulations. Amendments
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to current laws, regulations and permits governing operations and activities of exploration companies, or
more stringent implementation of existing laws, could have a material adverse impact on the Company
and cause increases in capital expenditures or production costs or reduction in levels of production at
producing properties or require abandonment or delays in development of new exploration properties.

Conflictsof Interest

Certain directors and officers of the Company are aso directors, officers, or shareholders of other
companies that are similarly engaged in the business of acquiring, developing, and exploiting natural
resource properties. Such associations may give rise to conflicts of interest from time to time. The
directors of the Company are required by law to act honestly and in good faith with a view to the best
interests of the Company and to disclose any interest which they may have in any project or opportunity
of the Company. If a conflict of interest arises at a meeting of the board of directors, any director in a
conflict will disclose his interest and abstain from voting on such matter. In determining whether or not
the Company will participate in any project or opportunity, the directors will primarily consider the
degree of risk to which the Company may be exposed and its financial position at the time.

Dependence on Key M anagement Employees

The Company’s development to date has depended, and in the future will continue to depend on the
efforts of key management employees, namely Michael Hudson (President and Chief Executive Officer)
and Michael Saxon (Vice President, Exploration). Loss of any of these people could have a material
adverse effect on the Company.

I nfluence of Management and Principal Shareholders

Following the completion of the Maximum Offering, excluding Common Shares that may be issued upon
the exercise of outstanding warrants and stock options, the directors and officers of the Company will
own or hold control or direction over approximately 44.32% of the outstanding Common Shares of the
Company, most of which will be owned by Messrs. Michael Hudson and Mark Saxon. As aresult, these
shareholders, in particular Messrs. Hudson and Saxon, will have the ability to control or influence the
outcome of most corporate actions requiring shareholder approval, including the election of directors of
the Company and the approva of certain corporate transactions. The concentration of ownership of the
Company may aso have the effect of delaying or preventing a change in control of the Company.

Foreign Currency Fluctuations

The Company’s current and proposed exploration operations in Sweden render it subject to foreign
currency fluctuations, which may materially affect its financial position and results. The most important
exchange rate for the Company is currently the rate between the Canadian dollar and the Swedish Krona.
While the Company is funding work in Sweden, the Company’s results could be impaired if the Canadian
dollar weskens relative to the Krona

Foreign Operations

The Vargbacken Property is located in Sweden where minera exploration and mining activities may be
affected in varying degrees changes in government regulations such as tax laws, business laws,
environmental laws and mining laws, affecting the Company’s business in that country. Any changesin
regulations or shifts in political conditions are beyond the control of the Company and may adversely
affect it business, or if significant enough, may make it impossible to continue to operate in the country.
Operations may be affected in varying degrees by government regulations with respect to restrictions on
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production, price controls, foreign exchange restrictions, export controls, income taxes, expropriation of
property, environmental legidation and mine safety.

UnreiableHistorical Data

The Company has compiled technical datain respect of the VVargbécken Property, much of which was not
prepared by the Company. While the data represents a useful resource for the Company, much of it must
be verified by the Company before being relied upon in formulating exploration programs.

Competition

The Company will compete with other exploration companies which have greater financial resources and
technical facilities for the acquisition of mineral concessions, claims, leases and other mineral interests as
well as for the recruitment and retention of qualified employees.

Limited Operating History: L osses

The Company has no history of generating revenue or profits. There can be no assurance that it will
generate profits in the future.

Dividend Policy

The Company has paid no dividends on its Common Shares since incorporation. The Board of Directors
may declare dividends in its discretion using funds or assets properly available for distribution.

EXPERTS

The consolidated financial statements made up to July 31, 2004, included in this Prospectus have been
audited by D & H Group, Chartered Accountants, as stated in their report appearing in this Prospectus and
are included in reliance upon such reports given upon the authority of such firm as experts in accounting
and auditing.

The technical information with respect to the Vargbécken Property has been included in this Prospectusin
reliance on the Geological Report prepared by Andrejs Panteleyev, Ph.D., P. Eng., Consulting Geologist.

OTHER MATERIAL FACTS

There are no other material facts relating to the securities being qualified for distribution hereunder which
have not been disclosed elsewhere in this Prospectus.

PURCHASERS STATUTORY RIGHTS

Securities legidation in the provinces of British Columbia, Alberta and Ontario provide purchasers with
the right to withdraw from an agreement to purchase securities. This right may be exercised within two
business days after receipt or deemed receipt of a prospectus and any amendment. In the provinces of
British Columbia, Alberta and Ontario, the securities legidation further provides a purchaser with
remedies for rescission or damages if the prospectus and any amendment contains a misrepresentation or
is not delivered to the purchaser, provided that the remedies for rescission or damages are exercised by
the purchaser within the time limit prescribed by the securities legidation of the purchaser’s province.

The purchaser should refer to any applicable provisions of the securities legidation of the purchaser’'s
province for the particulars of these rights or consult alegal adviser.
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AUDITORS CONSENT LETTER
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CONSOLIDATED FINANCIAL STATEMENTS
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CERTIFICATE OF THE COMPANY
DATED: September 24, 2004
The foregoing congtitutes full, true and plain disclosure of all material facts relating to the securities

offered by this Prospectus dated September 24, 2004 as required by Part 9 of the Securities Act (Alberta),
Part 9 of the Securities Act (British Columbia) and Part 15 of the Securities Act (Ontario) and the

respective regulations thereunder.

(Signed) Michael Hudson, (Signed) Nick DeMare
Chief Executive Officer/Promoter as chief financial officer

ON BEHALF OF THE BOARD OF DIRECTORS

(Signed) (Signed)
Nick DeMare, Director David Henstridge, Director
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CERTIFICATE OF THE AGENT
DATED: September 24, 2004
To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain
disclosure of all material facts relating to the securities offered by this Prospectus dated September 24,

2004 as required by Part 9 of the Securities Act (Alberta), Part 9 of the Securities Act (British Columbia)
and Part 15 of the Securities Act (Ontario) and the respective regulations thereunder.

CANACCORD CAPITAL CORPORATION
Per:

(Signed) Michadl G. Greenwood,
President & Chief Operating Officer
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