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A copy of this preliminare und amended and restated preliminary prospectus has been filed with the securities regulatory authorities in each of the provinees and
territories of Canada but hus nt vet become final for the purpose of the sale of seewrities, Information contained in this preliminary and amended and restated
prelimingry prospectus may ot be complete and inay have to be amended. The securities may not be sold until « receipt for the prospectus is obtained from the
securities regulatory authorities.

No securities regulatory authority has expressed an opinion about these securities and it is an offence to elaim otherwise. This prospectus constitutes a public offering
of these securities only in those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell these securities. The sceurities
affered by this prospectus have not been, and will not be, registered under the United States Securiies Act of 1933, as amended (the “U.S. Securities Act”), or any
applicable state securities laws and may not be offered or sold within the United States unless registered under the U.S. Securities Act and applicable state sceurities
laws or an exemption front such registration requirements is available. See “Plan of Distribution™.

This document has not been filed with, or approved by, the Financial Services Awtharity (the “FSA™yas a prospectus under Section 87A of the FSMA (us defined below)
und dues noi constitute u prospectus wnder section 85(1) of the FSMA. It is not required to be an approved prospectus for the purposes of the FSMA or the Prospectus

Rules published by the FSA implementing the Enropean Prospectus Directive (2003/7 I/EC). This document also has not been approved by a person authorized under
the FSMA.
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This prospectus gualifies the distribution {the "Offering™} of up to ® common shares (“Common Shnres")r_djf Zazu Metals
Corporation (the “Company™ ata price of Cdn.$ @  per Common Share (the “Offering Price™). The Company is a Canadian-based
exploration company that currently has a 50% interest in a zine, lead and silver exploration property, known as the LIK property. located
in Alaska. See “Mineral Project”. The Company was recently incorporated to acquire its interest in the LIK property and s focused on
developing and bringing the LIK property into production, This high grade, advanced stage exploration property is located in Alaska’s
Red Dog mine district, which contains the world™s largest known zine deposits.

The Common Shares are being offered pursuant to an agency agreement dated @, 2007 (the “Agency Agreement”) between the
Company and Raymond James Ltd., Dundee Securities Corporation. Paradigm Capital Inc. und Cormark Securities Inc. (collectively. the
“Agents”}. In connection with the Oftering, the Agents may over-allot or effect fransactions that stabilize or maintain the market price of
the Common Shares at levels other than those which otherwise might prevail on the open market. See “Plan of Distribution™.
There is currently no market through which the Commen Shares may be sold and purchasers may not be able to resetl Common
Shares purchased under this prospectus. An investment in the Common Shares is subject to a nunmber of risks thut should be
carefully considered by a prospective purchaser. See “Risk Factors™.

Price: Cdn.$ @ per Common Share

Price to Agents® Net proceeds to
the Public!!! Fee™ the Company'"?

Per Common Share ... .. .. . e e e Cdn.5@ Cdn.5@ Cdn.5@

Total Offering ™ ) Cdn.$5®  Cdn.S@ Cdn.$®

Notes:

th)  The Offering Price was determined by negotiation between the Company and the Agents.

(2)  The Agents” Fee is 7% of the upgrepute gross proceeds of the Mfering. See “Plan of DMstribution™.

(3)  Before deducting the expenses of the Offering, estimated o be Cdn3 - @ | which expenses, together with the Agents” Fee, will be paid out of the gross proceeds
of the Otfering.

(4 The Company has granted o the Agents an over-allotment option (the “Over-Allotment Option™), exercisable for a period of 30 days from the date of the closing of
the Offering (the "Closing Duate™), 1o purchase at the Oftering Price additional Common Shares equal to up to 15% of the Common Shares sold pursuam to the
Offering solely w cover over-allotments, if any, mvd for marken stabilization purposes,

(5) M the Over-Allotment Option i exercised in Jull, the total “Price 1o the Public”, “Agents™ Fee™ and "Net Proceeds 1o the Company™ will be Cdn.S @

CdnS ® andCdn3 @ . respectively. 'This prospectus alse qualifies the distribution of the Over- Allstment Option and the distribution of any Common
Sharex issuable upen exercise of the Over-Allotment Option. See “Plan of Distribution™.

The Agents, as agents, cenditionally offer the Common Shares (including any Common Shares issuable upon the exercise of the Over-Allotment Option)
on o best efforts basis. subject to prior sale if. as and when issucd by the Company and accepted by the Agents in accordance with the conditions
contained in the Agency Agreement referred to under “Plan of Distribumion™ and subject to the approval of certain legal matters on behall of the
Company by Fasken Martineau DuMoulin LLP, Canadian legal counsel to the Company. and on hehalf of the Agents by MeCarthy Tétrault LLP,
Canadion legal counsel to the Agents. Subscriptions for Common Shares will be received subject to rejection or allotment in whale or in part and the
right is reserved to close the subseription books at any time without notice. Itis expected that the Closing Date willbe @ . 2007 or such other date
as the Company aml the Agents mayv agree, but no later than ® 2007, and that certificates representing the Common Shares will be issued on the
Closing Date. See “Plan of Distribution™.

With respect to the United Kingdom, this prospeetus is only being and may only be distributed and directed at (i) persons outside the United Kingdom; or
(it} persons in the United Kingdom who are (a) a *Qualified investor”™ within the meaning of Section 86(7) of the United Kingdom Financial Services and
Markets Act 2000 (“FSMA™) and (b) within the categories of persons referred to in Article 19 (Tnvestment professionals) or Article 49 (High net worth
companics, unincorporated associations, cte.y of the FSMA (Financial Promotion) Ovder 2005 (the “Financial Promotion Order™) (all such persons
together being referred to as “U.K. Relevant Persons™). The sccuritics being offered hereunder are only available to, and any invitation, offer or
agrecment 1o subscribe, purchase or otherwise acquire such securitics witl be engaged in only with, UK. Relevant Persons, Any person in the United
Kingdom who is not a UK. Relevant Person should not act or rely on this prospectus or any of its contents, See “Plan of Distribution™.
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PROSPECTUS SUMMARY

The following is a summary of the principal feainres of the Offering and should be read together with the more
deratiled information and financial statements and data contained elsewhere in this prospectus. This summary is qualified
in its entirety by the more detailed information contained herein and readers are cawtioned 10 review carefully this
prospectus in its entivety. Certain technical rterms which are used but not defined in this “Prospectus Swnmary™ have the
ineanings ascribed to them in the “Technical Glossary™.

The Company

The Company is a Canadian-based exploration company incorporated on November 29. 2006 under the Canada
Business Corporations Act (the “CBCA™) to acquire an interest in i zine, lead und silver exploration property, known as
the LIK property, located in Alaska,

Through its wholly-owned subsidiary, Zazu Metals (Alaska) Corporation (“Zazu Aluska”). the Company holds a
50% interest in the LIK property (the other 50% interest is held by a subsidiary of Teck Cominco Limited) and has the
right to earn up to a further 309 interest in such property. This high grade. advanced stage exploration property is located
in Alaska’s Red Dog mine district, which contains the world’s largest known zine deposits. In addition, the LIK property
abuts the Su property (which hosts an extension ot the LIK property mineralizazion) held by a subsidiary of Teck Cominco
Limited and is 22 km north of the Red Dog mine (which is operated by a subsidiary of Teck Cominco Limited), the world’s
largest zinc producing mine. See “Business of the Company™ and “Mineral Project™

Objectives and Growth Strategy

The Company is currently focused on identifying and developing zine projects. The Company will pursue a growth
strategy that takes advantage of the strengths of its existing management team, particulurly with respect to management’s
experience in resource project management. The Company’s primary near term objective is 1o advance the LIK property
towards development through the definition of a resource and commencement of a formal feasibility study. The Company
also intends o pursue a strategy of evaluating and porentially acquiring interests in other attractive mineral properties
(which may be focused on zinc or other minerals) that the Company believes will be accretive to its overall growth
strategy.

Strengths and Advantages

The Company believes it can successfully implement its growth strategy and achieve its objectives because ot its key
strengths and advantages. which include the following:

*  Advanced Exploration Property: The LIK deposit represents an advanced stage exploration property on which
substantial drilling has been conducted to date. and also consists of a large land area of 2,225 ha for continued
exploration. Assay results of eight of the eleven holes drilled during the 2007 drilling program are set out under
“Mineral Project — Drilling” and under “Mineral Project” in this summary.

« Attractive Economics:  As a result of strong zinc prices and a robust commaodities market, the Company is
determined to pursue an aggressive exploration program with the objective of maximizing the mineral resource at the
LIK property and bringing it into production. The LIK property was not previously put inte production for two main
reasons: (i) historically low zinc prices provided untavourable market conditions; und (ii) the previous owners of the
LIK property were two large U.S. public compunies with strategic priorities other than mineral production on the LIK
praperty.

+ Established Mining District: The LIK property is located inn the highly prospective Red Dog mine district of
Alaska, located approximately 22 km from the Red Dog mine, and abutting Teck Cominco Limited’s Su property. This
district contains the world’s largest known zinc deposits.

*  Managenment Experience: The Company’s directors and senior management team have signiftcant mining
industry experience, including having held positions with mining companies such as Glamis Gold Inc.. Homestake
Mining Company. Ivanhoe Mines Ltd, and Teck Cominco Limited. among others. Gil Atzmon, the Company’s
founder and Chief Executive Officer, has over 20 years™ experience in the minerai resource sector. His career has
included positions as a mining executive, investment banker, mining fund manager and geologist. Mr. Atzmon has
participated in many glohal exploration and mining projects and has successfully arranged financing for the
exploration and development of several mineral properties. In addition, Joe M. Britton, Vice-President Exploration,




has extensive knowledge of the LIK deposit, having been involved with the LIK property and its historical exploration
since 1978. See “Directors and Executive Officers”.

+ Existing Infrastructure: The LIK property is proximate to well-developed infrastructure and is based in an area
where there has been a long-standing history of. and support for, mining activities.

* Low Political Risk: The LIK property is located in the State of Alaska which has a history of supporting and
fostering mining activities.

Mineral Project

LIK Property

The LIK property comprises a contiguous group of 296 unpatented federal mining claims located in northern Alaska,
United States. The claims cover an area of 2,225 ha, and have historically been divided into four groups: the LIK, Silk. Y
and Z claim groups.

Pursuant to an agreement entered into with GCO Minerals Company (“GCO™) dated May 31. 2007 (the “GCO
Assignment Agreement”), the Company purchased GCO’s 50% ownership interest in the LIK property (and GCQO’s 50%
interest in the joint venture agreement with Teck Cominco American, [nc. (“Teck American”™). a wholly owned subsidiary
of Teck Cominco Limited, which governs the project) om June 28, 2007 for US$20,000.000 and the grant of a 2% net
proceeds interest payable by the Company only. The Company’s interest is also subject to a pro rata portion of a 1% net
profit interest retained by GCO (as assignee of WGM Inc. ("WGM™)). As a result, the Company currently owns a 30%
equity interest in the LIK property, with the remaining ownership interest currently held by Teck American.

Under the joint venture agreement which governs the interests of the Company and Teck American in the LIK
property. the Company {(as successor to GCO) may earn a further 30% equity interest from Teck American (which would
result in the Company having an 80% equity interest) by incurring qualifying expenditures prior to 2018 that are to be
adjusted for inflation indexing and escalations. The adjusted amount of qualifving expenditures is currently estimated to
be approximately US$40,000.000. Should the Company earn such further equity interest. Teck American would hold the
remaining 20% interest in the property, but has a one-time oplion to convert such remaining 20% interest o a 2% net
smelter royalty on any minerals produced and sold trom the property. See “Business of the Company — LIK Block
Agreement with Teck American™.

The LIK property was drill tested in the late 1970s and early 1980s and sporadically through the early 1990s. The
Company comnpleted a program of eleven dinmond drill holes during the 2007 tield season. The purpose of this work by
the Company was to (i) confirm the previous work on the LIK propeny and upgrade mineral resources to be compliant
with National [nstrument 43-101 of the Canadian Securities Administrators (NI 43-1017), (i1) provide material for
metallurgical testing, and (iti) commence the process of in-fill drilling that will be required to develop a mine (assay
results of eight of eleven holes are set out below in this summary and under “Mineral Project — Drilling™). The property is
divided by fauiting into two parts, LIK South and LIK North. Much of the LIK South deposit is shallow and considered to
be umenable to open pit mining. The LIK North deposit is relatively deeper. Several feasibility studies have been carried
out on the LIK deposit, but they are considered to be out of date.

Several estimates of mineral resources have been completed on the LIK property for its two different zones of
mineralization. The historical mineral resource estimates determined to be most reliable for the LIK South deposit were
those prepared by GCO in 1984 and the mineral resource estimates prepared by Neranda Exploration, Inc. (“Noranda™) in
1985, which are presented in the following table, These estimates are historical and were prepared prior to the
enactment of, and are not compliant with, NI 43-101.

HISTORICAL ESTIMATES OF MINERAL RESOURCES FOR THE LIK SOUTH DEPOSIT

Density
Estimated hy Year Cut=-odT Grade Tonnes (Milllonst n% Th% Ag pit t/m’
GCO .. 1984 5% Pbh+Zn 22.04 388 3.08 49 3.21
Noranda .. ... oo 1985 7% Pb+Zn 1.85 10.51 342 n.a. 37

b~




The most recent estimates of mineral resources for the LIK Nonh deposit were prepared by Noranda following the
completion of the 1985 diamond drilling campaign, und are presented in the following table, These estimates are
historical and were prepared prior to the enactment of, and are not compliant with, NI 43-101.

HISTORICAL ESTIMATES OF MINERAL RESOURCES FOR THE LIK NORTH DEPOSIT

Density
Fatimated by Yeur Cut.off Grude Tonrnes (Millions) n% m A it tim”
Noranda ........................... 1985 7% Pb+Zn 473 10,59 35 33 3.21

No metal prices or exchange rates were specified for either of the GCO or Noranda estimates. The GCO estimate was
prepared using polygonal methods, while the Noranda estimates were prepared using sectional methods. Both of these
estimates are considered 10 be historical estimates and are thought to be reliable at the current drilling density and are
considered to be relevant as they provide an estimate of the approximate size of the two parts of the LIK deposit, However,
both the GCO and Noranda mineral resource estimates pre-date NT 43-101 requirements and were not carried out or
certified by a “qualified person” for purposes of NT 43-101, As a result, these estimates remain unclassified pending
further work.

The Company completed a program of diamond drilling during the 2007 summer field season comprising eleven
drill holes with an aggregate depth of approximately 1,394m. Of the eleven holes drilled by the Company, assay results of
eight holes currently are available. No samples were collected in one of the three remaining holes because no sulphides or
black shale were recognized in the hole. The currenily available results ol the 2007 drilling program are set out in the table
below:

AVAILABLE 2007 DIAMOND DRILLING RESULTS

Length
Down True
Hole Thickness

Hole 1D From {(m) To (m) (m) (m} Zn %) Ph (%)
DDH-136. . .. . e e e 64.62 69.19 4.57 3.96 4.35 6.04
82.30 93,10  12.80 11.09 9.78 1.61

including .. ... . L 84.43 90.53 6.10 5.28 13.20 1.90
including .. ... L e 34.43 83.95 1.52 1.32 18.70 11§
DDH-137 . 4.88 16.92 12.04 11.12 338 7.72
3414 76.50 4236 35.14 6.49 1.67

inchuding .. ... . 46.02 68.58 2256 20.84 8.39 2.35
including .. ... ... 64.92 68.58 3.66 31.38 15.49 1.63
including . ... .. . . L 71.63 76.50 4.87 4.50 7.52 1.36
DDH-138 . . . e 7.01 3261 2560 2320 8.20 2.44
including . ... ... ... L 28.50 32.61 4.11 in 17.57 5.28
DDH-130 . .. 29.57 46.02 16.45 14.25 8.95 213
including .. ... .. o 31.09 35.36 4.27 3.70 11.90 528
DDH-140. .. . 5347 58.22 2.75 2.38 4.65 1.55
DDH-141 . e 79.25 86.72 7.47 6.47 5.69 1.23
DDH-142 e 117.96 131.98 14.02 12.14 8.46 3.84
meluding ... e e 125.88 128.92 3.05 2.64 15.59 3.82
DDH-143 . e 77.72 93.57 1585 14,36 14,03 9.41
meluding ..o . e 71.72 82,9t 5.19 4.70 19.10 14.90

Note:

(1) A natural cut-uft was applied. It essentiully corresponds to about 56 Ph+Zn.




Proposed Work Program

In order 10 seek 10 achieve the Company's abjectives, the proposed work program for the LIK propeny 1o the end of
2008 is as tollows:

*  Metallurgical Drifling: complete up to 5.000 feet of diamond drilling in addition to the metallurgical holes, including
twinning of previous holes and in-fill drilling.

« In-Fill Drilling: drill 20,000 to 25,000 feet with the goal of increasing the resource base and defining proven and
probable reserves.

» Environmental Work: carry out environmental work. including the commencement of an environmental impact
study, to obtain all necessary land use and operating permits for the LIK property.

= Review Geophysical Work: review previous geophysical duta 1o formulate 4 localized program to extend current
mineralization laterally and at depth and to establish the initial stages of 4 regionul program.

+ Additional Surveys: commence regional induced polarization and gravity geophysical surveys to extend known
mineralization and search for additional mineralization at depth and 10 the north of the LIK deposit.

Company personnel have prepured a proposed program of exploration based on two summer field seasons, The
program includes a significant amount of diamond drilling, as well as metallurgical studies. geophysics und database
development. This project requires the development of u geographical information system database and digitization of
carlier data. Of the approximately Cdn.$ @ million of the net proceeds of the Oftering which are to be put towards
the costs of the Company’s work program described above, the estimated cost of Stages 1 and 2 of the proposed program
is approximately US$8.t million, The Stage 1 work is currently under way. The diamond drill program included in the
Stage 1 work is now completed and the metallurgical studies have commenced. Scott Wilson Roscoe Postle Associates
Inc. (“Scott Wilson RPA”) reviewed Stages |1 and 2 of the proposed program and budget and believes them to be
reasonable. See “Mineral Project — Proposed Work Program™ and “Mineral Project — Exploration and Development”.




Issuer:
Offering:
Price to the Public:

Over-Allotment Option:

Use of Proceeds:

Risk Factors:

The Offering
Zazu Metals Corporation
Cdnt @ ( @ Common Shares)
Cdn$ @  per Common Share

The Company has granted to the Agents an Over-Allotment Option.
exercisable for a period of 30 days from the closing of the Offering, to
purchase at the Offering Price additional Common Shares equal to up to 15%
of the Common Shares sold pursuant to the Otfering solely 10 cover over-
allotments, i any. and for market stabilization purposes. If the Agents
exercise the Over-Allotment Option in full, the totul net proceeds, after
deducting the Agents’” fee but before deducting the expenses of the Offering,
will be Cdn.§ @ . See “Plan of Distribution™.

The net proceeds of the Offering are expected to be Cdn.$ @ | after
payment of the Agents” fee and expenses of the Offering estimated 1o be
Cdn$ @ but before piving effect to the exercise of the Over-
Allotment Option. The following tuable provides an estimated breakdown
of the proposed application of the net proceeds of the Offering (ull figures
are approximate):

Use Amount
(Cdn.Smillion)
Exploration program for the LIK Property including
metallurgy, drilling and tunneling . .. .. ... ......... ®
General corporate and working capital purposes .. ... ... ®

While the Company intends to use the funds available to it as stated above,
there may be circumstances where, for sound business reasons, a re-
allocation of funds may be necessary or advisable.

An investment in Common Shares is speculative and subject to risk and
uncertainttes. A prospective investor should carefully consider the risks
summarized below and all other information contained in this prospectus
before investing in the Common Shares, including, without linvitation, the
historical financial statements and accompanying notes included in this
prospectus and the information contained in the section entitled “Cautionary
Statements Regarding Forward-Looking Information™. The occurrence of
any one or more of these risks could have a material adverse effect on the
vulue of any investment in the Compuany and the business, prospects,
financial position, financial condition or operating results of the Company,
The risks noted below do not necessarily comprise ull those faced by the
Company.

The risks and uncertainties involved in an investment in the Common Shares
include risks related to: (i) exploration stage operations: (i) exploration and
operation risks; (iii) mineral resources being imprecise estimates;
(iv) additional funding and dilution: (v} permits and government regulation;
{vi) property interests: (vin) acquisition of additional mineral properties;
{viil) limited operating history: (ix) environmental regulation; (x) key
management; (xi) conflicts of interest; (xii) title to  properties;
{xiil} infrastructure; (xiv) foreign political risk; (xv) uninsurable risks;
(xvi) commodity prices; (xvii) competition: (xviii) discretion in the use
of net proceeds; (xix) expected continued operating losses; (xx) no history of
dividends: (xxi} litigation risk: (xxii) foreign currency risk; and (xxiii) the
lack of trading history ot the Common Shares.

See “Risk Factors”,




SELECTED FINANCIAL INFORMATION

The summary presented below sets out selected financial information of the Company for the perinds, and as at the
dates, indicated and is derived from, and should be read in conjunction with the Company’s annual audited consolidated
financial statements as at December 31, 2006 and the period then ended as well as the interim unaudited consolidated
financial statements as at June 30, 2007 and the period then ended and the respective notes thereto. “Consolidated
Capitalization” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ included
elsewhere in this prospectus. The financial information presented below is based on consolidated financial statements
prepared in accordance with Canadian generally accepted accounting principles ("GAAP™),

Six Months Ended Perind Ended
June 30, 2007 Dee. 31, 2006
(US dullars)

Statement of Loss

et IS8 o e e (17,995) (157,446)
Balance Sheet

Cash and cash equivalents . .. ... . .. 7.244,520 10,511,517

oAl B88RLS . . o L o e e e 27.754 913 10,571,579

Working capital. . . .. L e 7,160,222 10,156,012

Longlermdebl .. ... ... nil nil

Shareholder's equity .. ... .. . e 27.495,133 10,216,012

PIVIDEND POLICY

There are no restrictions in the Company's constating documents that would restrict or prevent the Company {from
paying dividends. However, it is not contemplated that any dividends will be paid on the Common Shares in the
foreseeable future, as it is anticipated that all available funds will be reinvested in the Company to finance the exploration
and development of the LIK property and the overall growth of its business. Any decision to pay dividends on Common
Shares in the future will be made by the board of directors of the Company on the basis of the eamings, financial
requiremients and other conditions existing at such time and will be subject to any restrictions imposed by the terms of any
debt facilities or other contractual obligations of the Company.




CURRENCY AND EXCHANGE RATES

Unless otherwise indicated, references in this prospectus to “Cdn.§" and “"Canadian dollars™ are to the lawful
currency of Canada, and references to *US$” and “United States dollurs” ure to the lawtul currency of the United Siates of
America.

On Qctober 26, 2007, the noon rate of exchange for one Canadian doliar in United Stutes dollars as reported by the
Bank of Canada was Cdn.$1.00 = US$1.0396.

The Company prepares its consolidated financial statements in United States dollars, The following table sets forth,
for each period indicated, the average exchange rate for United States dollars expressed in Canadian dotlars on each
business day during such period, and the exchange rate at the end of such period, based upon the noon rate of exchange on
each business day as reported by the Bank of Canada:

From Novemher 29, 2006 Six Months

{Date of Incorperation) to Ended

December 31, 2006 June 30, 2007
USH/Cdn$ Period End Rate . . .. .. ... o 0.8381 0.9404
US$/Cdnf Average Rate ... ... ... 0.8683 0.8812

HISTORICAL ZINC PRICES

The following table shows the average zinc prices during each of the calendar yeuars noted below us reported by
Bloomberg:

Year Average Zinc Price
{USS/tonne)
2002 . e e e e e e e e e e e e e $ 77885
2003 . e e ¥ 828.67
200 . L e e e e e s $1,048.10
L $1,380.32
7 $3,263.85
2007 (January Tto Seplember 30) . . .o oo e e $3.456.31

ELIGIBILITY FOR INVESTMENT

In the opinion of Fasken Manineau DuMoulin LLP and McCarthy Tétrault LLP, counsel to the Company and the
Agents, respectively. provided the Common Shares are listed on a prescribed stock exchange as defined in the regulations
to the frneome Tux Act (Canada) (the “Tax Act”). which includes the Toronto Stock Exchange (the *“TS5X™), the Coinimon
Shares would, if issued on the date hereol, be qualified invesunents under the Tax Act and the regulations thereunder for
trusts governed by registered retirement suvings plans, registered retirement income funds, deferved profit sharing plins
and registered educution savings plans.

CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING INFORMATION

This prospectus contains “forward-looking information”™ which may include. but is not limited to, statements with
respect to the tuture financial and operating performance of the Company, its subsidiaries and affiliated companies, its
mining project, the future prices of zing, lead and silver. the estimation of mineral reserves and mtineral resources, the
realization of mineral reserve and resource estimates. operating and exploration expenditures, costs and timing of the
development of new deposits. costs and timing of future exploration, requirements for additional capital. governmental
regulation of mining operations and exploration operations. timing and receipt of approvals. consents and permits under
applicable mineral legislation. environmental risks, title disputes or claims. limitations of insurance coverage and
regulatory matters. Often, but not always. forward-looking statements can be identitied by the use of words such as
“plans”, “expects”, “estimates”, “intends”. “targets”, “anticipates™ or “believes” or variations {including negative
variations) of such words and phrases, or may be identified by statements to the effect that certain actions, events or
results “may”, “could”, “would”, “should™, “might™ or “will” be taken, occur or be achieved. Forward-looking statements
involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or
achievements of the Company and/or its subsidiaries to be materially difterent from any future results. performance or
achievements expressed or implied by the forward-looking statements, Such factors include. among others, future prices
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of zine, lead and silver: general business, economic, competitive, political and social uncentainties; the actual results of
current exploration activities; conclusions of economic evaluations and studies; fluctuations in the value of the United
States dollar relative 1o the Canadiun dollar; changes in project parameters as plans continue to be refined: possible
variations of ore grade or projecied recovery rates; accidents, labour disputes and other risks of the mining industry;
political instability or insurrection or war: labour force availability and turnover: the availability of suitable road and port
facilities:; delays in oblaining financing or governmental approvals or in the completion of exploration and development
activities; as well as those factors discussed in the section entitled “Risk Factors” in this prospectus. Although the
Company has attempted to identity important factors that could cause actual actions, events or results to differ matenally
from those described in forward-looking statements, there may be other factors that cause actions, events or results to
differ from those anticipated, estimated or intended. Forward-looking statements contained herein are made as of the date
of this prospectus and the Company disclaims any obligation to update any forward-locking statements, whether as a
result of new information. future events or results or otherwise. There can be no assurance that forward-looking
statements will prove to be accurate. as actual results and future events could difter materially from those anticipated in
such statements, Accordingly, readers should not place undue reliance on forward-looking statements due to the inherent
uncertainty therein. Subject to applicable law, the Company assumes no obligation to update or revise any forward-
looking statement, whether as a result of new information, future events or any other reason.

BASIS OF PRESENTATION

For the meanings of certain technical terms used and not otherwise defined in this prospectus, see the “Technical
Glossary”™. Where applicable, terms with a technical meaning related to mineral matters are defined by the Canadian
Institute of Mining, Mewllurgy and Petroleum — Definitions Adopted by CIM Council.

All references to mineral resources are references to the gross mineral resources on the LIK property, unless
reference is made to “attributable” mineral resources which refers only to the Company’s attributable portion of the
mineral reserves and mineral resources on the LIK property. All information with respect to mineral resources is
historical, and is not compliant with N[ 43-101 and the CIM Standards.

Unless otherwise indicated. the disclosure contained in this prospectus assumes that the Over-Allotment Option has
not been exercised and does not give effect to the conversion of the special warrants (the "Special Warrants™) and broker
special warrants (the "Broker Special Warrants”) us referred to under “Prior Sales of Common Shares — Special Warrant
Financings™.

Unless otherwise indicated, all references to the Company include a reference to the subsidiary of the Company,
Zazu Alaska, ’

TECHNICAL GLOSSARY
“Ag” means silver.
“CIM™ means the Canadian Institute of Mining, Metallurgy and Petroleum.

“CIM Standards” means the Mineral Resources and Reserves Definitions and Guidelines adopted by the CIM Council
on August 20, 2000, us those definitions may be amended from time to time by the CIM.

“em” means centimetre.

“g" means grams.

“gft” means grams per metric tonne.
“ha"™ means hectares.

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

“kg” means kilogram.

“km™ meuns kilometer.




“Ib” means one pound and is equal to 454 g,
“m’” means metre.

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

“minecral resource” means a concentration or occwrrence of natural, solid, inorganic or fossilized organic material in or
on the Eanh’s crust in such form and quantity and of such a grade or quality that it has reasonable prospects for economic
extraction. The location, quantity, grade, geological charucteristics and continuity of a mineral resource are known,
estimated or interpreted from specific geological evidence and knowledge.

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

“mineralization” means the concentration of minerals in a body of rock.
“Pb” means lead.

s

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

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

“t/m™ means tonnes per cubic metre.
“t” or “tonne” is a measure of weight equal to 1,000 kg or 2,204 1bs,

“Zn" means zinc,
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THE COMPANY

Background

The Company was incorporated under the CBCA on November 29, 2006 as a holding company in order to acquire,
through its wholly-owned subsidiary, Zazu Alaska. an option 10 acquire part of GCO's ownership and joint venture
interests in the zinc, lead and silver exploration property known as the LIK property in Alaska. Under the joint venture
agreement which governs the LIK property (the “LIK Block Agreement™), GCO held a 50% interest, and the right to
increase its interest to up to 80%. as more fully described below. In order to exercise such option, the Company was
required to incur specified levels of eligible expenses for work programs contemplated under the LIK Block Agreement.
After successfully completing the equity financing required (see “Prior Sales of Common Shares — Special Warrant
Financings™), such option was acquired from GCO in February 2007,

The LIK property is located in Alaska’s Red Dog mine district, which contains the world’s largest known zinc
deposits, In addition, the LIK property abuts the Su property (which hosts an extension of the LIK property
mineralization)} held by a subsidiary of Teck Cominco Limited and ts approximately 22 km north of the Red Dog mine
(which is operated by a subsidiary ot Teck Cominco Limited). the world’s largest zinc producing mine, As more fully
described below (see "Mineral Project — History™), significant exploration work has previously been done on the LIK
property.

Based on the Company’s understanding of changes in GCO's strategic direction. and having determined that it would
be in the Company’s best interests 1o do so, in the second guarter of 2007 the Company’s management entered into
negotiations with GCO to acquire GCO's entire ownership interest in the LIK property and the LIK Block Agreement.
After successfully completing the equity financing required (see “Prior Sales of Common Shares — Special Warrant
Financings™). the Company acquired GCO's entire ownership interest. thereby becoming (through Zazu Alaska) the
direct owner of a 50% interest in the LIK property and a 50% joint venture interest under the LIK Block Agreement. and
with the further right to earn up to an additional 30% interest.

As more fully described under “Mineral Project”, the Company engaged Scott Wilson RPA to prepare an N1 43-101
technical report on the LIK property. including a review of the first two stages of the Company’s proposed 2007 and 2008
work program and budget for the LIK property.

The Company’s registered and head office is located at 120 Adelaide Street West, Suite 2500. Toronto, Ontario,
MSH ITI.

Corporate Structure

The Company has one wholly-owned subsidiary, Zazu Alaska, which is incorporated under the laws of the State of
Alaska.

BUSINESS OF THE COMPANY

Objectives and Growth Strategy

The Company is currently focused on identifying and developing zinc projects. The Company will pursue a growth
strotegy that takes advantage of the strengths of its existing management team, particularly with respect to management’s
experience in resource project management. The Compuny’s primary near term objective is to advance the LIK property
towards development through the definition of a resource and commencement ot a formal feasibility study. The Company
also intends to pursue a strategy of evaluating and potentially acquiring interests in other attructive mineral properties
(which may be focused on zine or other minerals) that the Company believes will be accretive to its overall growth
strategy.

Strengths and Advantages

The Company believes it can successfully implement its growth strategy and achieve its objectives because of its key
strengths and advantages. which include the following:

« Advanced Exploration Property: The LIK deposit represents an advanced stage exploration property on which
substantial drilling has been conducted to date, and also consists of a large land area of 2,225 ha for continued
exploration. Assay results of eight holes drilled during the 2007 drilling progrant are set out under “Mineral Project —
Drilling”.
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« Attractive Economics:  As a result of strong zinc prices and a robust commodities market, the Company is
determined (o pursue an aggressive exploration program with the objective of maximizing the mineral resource at the
LIK property and bringing it into production. The LIK property was not previously put into production for two main
reasons: {i} historically low zinc prices provided unfavourable market conditions; and (ii) the previous owners of the
LIK property were two large U.S. public compunies with strategic priorities other than mineral production on the LIK
property.

= Established Mining District: The LIK property is located in the highly prospective Red Dog mine district of
Alaska, located approximately 22 ki from the Red Dog mine, and abutting Teck Cominco Limited's Su property. This
district contains the world's fargest known zinc deposits.

+ Management Experience: The Company's directors and senior management team have significant mining
industry experience, including having held positions with mining companies such as Glamis Gold Inc., Homestake
Mining Company, Ivanhoe Mines Lid. and Teck Cominco Limited. among others. Gil Atzmon, the Company’s
founder and Chief Executive Officer. has over 20 years' experience in the mineral resource sector. His career has
inciuded positions as a mining executive, investment banker, mining fund manager and geologist. Mr. Atzmon has
participated in many global exploration and mining projects and has successfully arranged financing for the
exploration and development of several mineral properties. In addition, Joe M, Britton, Vice-President Exploration,
has exiensive knowledge of the LIK deposit. having been involved with the LIK property and its historical exploration
since 1978. See “Directors and Executive Officers™.

+ Existing Infrastructure: The LIK property is proximate to well-developed infrastructure and is based in an area
where there has been a long-standing history of, and support for, mining activities.

« Low Political Risk: The LIK property is located in the State of Alaska which has a history of supporting and
fostering mining activities.

LIK Block Agreement with Teck American

The Company is participating in the exploration and possible development of the LIK property through a joint
venture with Teck American. The terms of the joint venture are governed by the LIK Block Agreement, made as of
January 27, 1983, between Houston Oif & Minerals Exploration Company ("HOMEX") and GCO, a wholly owned
subsidiary of the International Paper Company. a U.S. publicly listed corporation based in Memphis, Tennessee. HOMEX
assigned its interest in the LIK Block Agreement to Echo Bay Mines Lid., which, in turn, assigned such interest to Teck
American.

The Company obtained its current 50% interest in the LIK property and rights under the LIK Block Agreement
pursuant to the GCO Assignment Agreement through an assignment on June 28, 2007, by which GCO assigned to the
Company GCO’s entire ownership interest in the LIK property and LIK Block Agreement in consideration for a cash
payment by the Company of US$20.000,000 and the grant of a 2% net proceeds interest payable by the Company only.
GCO also retained a 19 net profits interest in the LIK property, as originally conveyed to it by WGM on April 7. 1997,

The Company (s assignee of GCO's interest} holds the further right to earn up to 60% of the 50% interest held by
Teck American, provided that the Company spends the required expenditure amount, currently estimated to be
approximately US$40,000.000 (after adjustment for mflation indexing and escalations) (the "Required Expenditure
Amount”). by Junuary 27, 2018.

Upon receiving a final accounting of costs and expenses from the Company stating that it has spent or caused to be
spent the full Required Expenditure Amount by January 27, 2018, the Company will have eamed 60% of Teck American’s
50% interest, or an additional 30% interest in the LIK property. and Teck American will have a one-time election either to
retain an undivided 20% participating interest in the LIK property or to convey to the Company all of Teck American’s
interest inn the mining claims and ether mineral rights included in the LIK property by reserving to Teck American a 2%
net smelter return royalty interest in any minerals produced and sold from the LIK property.

[f the Company fatls to spend or cause to be spent the full Required Expenditure Amount by January 27, 2018, the
LIK Block Agreement will terminate, Teck American will retain its 30% participating interest in the LIK property, and
Teck American and the Company will execute a joint operating agreement governing all further operations relating to the
LIK property. Under such joint operating agreement, the Company. as successor to GCO, would he the operator and would
have full and exclusive control of the LIK property. its facilities and production as well as of the exploration. development
and mining undertaken pursuant to the LIK Block Agreement.
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Atany time prior to January 27, 2018, the Company may give natice to Teck American of its intention 1o commence
construction of a mine on the LIK property within one yeur (a “Mine Construction Notice™). In that instance, Teck
American will also have the one-time election described above. I, at the time of such Mine Construction Notice, the
Company has not spent the full Required Expenditure Amount, Teck American’s election will be contingent upon (i) the
Company having entered into a mining agreement with a third party andfor having executed contracts for mining
equipment and other major capital expenditures 1o construct the mine within one year of the Mine Construction Notice
and (ii} the Company having spent or causing to be spent the remainder ol the Required Expenditure Amiount within
two years of the Mine Construction Notice,

If, in response to such a Mine Construction Notice. Teck American elects to retain its undivided 20% participating
interest, a joint operating agreement, as described above, will be executed by the Company and Teck American, and the
Company will be responsible tor 1009 of all costs and expenses to be incurred under such joint operating agreement until
the remainder of the Required Expenditure Amount is incurred. Failure by the Company to satisly either of its obligations
described in the preceding paragraph will nullify Teck American's original election and will permit Teck American to
make a new one-time election.

Prior to the voluntary abandonment, surrender or release of any mining claim included in the LIK property, the
Company 1s obligated to advise Teck American and to convey to Teck American all of its right, title and interest in such
mining claim or claims. The LIK property thereatter will be redefined to exclude such mining claim.

Drilling Agreement between the Company and Frontier Exploration, LLC

On August 2, 2007, the Company entered into a drilling agreement with Frontier Exploration, LLC (“Frontier™).
pursuant to which Frontier agreed to (i) complete a minimum of 30,000 feet of drilling on certain claims Jocated on the
LIK property, and (ii} drill and maintain holes, move equipment, build pads and conduct related activities as directed by
the Company and in accordance with agreed-upon rates.

Under the terms of the drilling agreement, the Company is responsible for the purchase of a diamond drill rig and the
ancillary equipment to be used by Frontier to complete the anticipated diamond drill work program, and is also
responsible for various payments (including, among other things. payments relating to equipment rentals, mobilization
costs, hole stabilization, fuel, the remuneration of the drilling crew, traveling time und board and lodging). The Company
turther agreed to pay operating field costs and non-operating field costs. in the respective amounts of US$185 and US$175
per hour. in addition 1o non-operating standby payments for drill idle months and to pay drilling costs per foot in the
amount of US$34.50 to US$40.50.

The drlling agreement also provides that the work program was to cormmence on or about August 1. 2007 and that
Frontier was to receive a contract bonus in the wmount of US$100,000, plus an additional award bonus amount equal to
US$5,000 per week, to a maximum of US$25,000, for every weck prior to September 5. 2007 that Frontier began the work
program on site. Frontier commenced work on August 1. 2007 and. as a result. was paid a total bonus of US$125.000.

MINERAL PROJECT
Overview
For an explanation of certain of the technical terms used in this prospectus, please see “Technical Glossary™.

Unless otherwise stated. the information in this section in respect of the LIK property is based upon the “Amended
Technical Report on the LIK Deposit, Northern Alaska. U.S.A.” dated August 20, 2007 as amended October 29, 2007 (the
“Technical Report”) prepared by Scott Wilson RPA. The author of the Technical Report is a “qualified person™ for
purposes of N1 43-101. Scott Wilson RPA is independent of the Company, within the meuning of NI 43-101, as is the
author of the Technical Report.

The Technical Report has been filed with the Canadian securities regulatory authorities pursuant to NI 43-101 and is
available for review on the System for Electronic Document Analysis and Retrieval datubase on the Internet at
www.sedarcom.

Property Description and Location

The LIK property comprises a contiguous group of 296 unpatented tederal mining claims located in the sections

listed in the table below.
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LLOCATIONS OF THE LIK CLAIMS

Section Description

SN 30 L i e e e e e T.33N., R20W., K.R.M.
Sections 3l and 32 . . ... e e e e T.33N.. R.I9W,, K.R.M,
Sections 1-4, 9-16, and 22-24 . e T.32N.. R20W., K.R. M.
BT 415 { < P T.32N., R.I9W., KR.M.

The geographical coordinates of the LIK deposit are about 163" 12° Wand 68" 10" N, The following figure illustrates
the location of the LIK property:
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The LIK property federal claims cover an area of 2,225 ha, and have historically been divided into four groups: the
LIK. Silk, Y und Z claim groups. Because the LIK property was selected by the State of Alaska subsequent to the staking
of the federal claims, GCO (the entity from which the Company acquired its interest in the LIK property) also stuked state
claims over the entire federal package. The Company and its joint venture partner have the option of relinquishing the
federal claims and holding mineral rights under the state claims at some [uture date, it they so choose. Most of the property
boundaries have been surveyed to avoid potential propenty conflicts with adjacent properties. The federal claims do not
expire unless the Company fails to make certain rental payments discussed below,

The LIK property claims lie within an area of Alaska State selected land. White the Company retains federal title to
the claims, the surface rights owner to the LIK property is the United States government. Should the Company convert its
ownership from federal claims to state claims, surface ownership would pass 1w the Alaska State povernment.

To retain the federal ¢laims. the Company is required to make annual payments ot US$125/federal ctaim. Thus the
annual payment to cover the federal claims is US$37,000/year. State claims also require the payment of an annual rental.
For state claims, the rental is USS$23 for the first five years, US$55 for the second five years and US$130 for all subsequent
years for each 40 acre claim and four times those amounts for each 160 acre claim. Property holders are also required to
perform assessment work with the amount dependent on the areu of the State claims. Assessment credits may be carried
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forward for a maximum of four years, If required, payments may be made in lieu of work 1o allow retention of the
propenty.

Accessibility, Climate, Local Resources, Infrastructure and Physiography

Access to the LIXK property is by air to an airstrip located on the property. The airstrip is capable of handling large.
multi-engine planes. Charter flights may be arranged from a number of sites in northwestern Alaska. The town of
Kotzebue, which is located about 145 km from the deposit. is a seaport and is serviced by a regular air service from
Anchorage. Kotzebue is the centre for access to the nearby Red Dog mine opersted by u subsidiary of Teck Cominco
Limited,

The nearest location tor which climatic data is available is the wown of Kotzebue. The average unnual temperature at
Kotzebue is -5.8°C. although this may not be entirely reliable as an indicator for conditions near the LIK property.
Seasonal extremes probably range between 25°C in summer to -30°C in winter, There is an average of 22.8 cm of rain per
year and a snowfall of 1.2 m per year. Snow falls are not extreme. but blowing snow may form significant drifts, Strong
winds are common in most parts of Alaska. Currently, diamond drilling is possible at the LIK property between June 1 and
October 1. The existing constraint is waler, since the drills and the camp currently utilize surface water.

There are no local resources adjacent to the LIK property. The Red Dog mine, operated by a subsidiary of Teck
Cominco Limited, is located about 22 km southeast of the deposit. Potentially, concentrates might be moved along the
access road from the Red Dog mine to the port on the Chukchi Sea. This road is owned by the State of Alaska and is
available for use by industrial users. The port has a shipping season of about 100 days. The current concentrate storage at
the port site is at capacity and further storage facilities would have to be constructed if the LIK property comes into
production.

There is a camp located on the LEK property. The camp has been used periodically over the 1ast ten years and requires
refurbishment when exploration recommences on the LIK property. The supply of electric power and workforce
accommaodation will have to be developed.

The exposures of the LIK property are located at about 245 m above sea level. West of the deposit, the land rises
steeply to peaks about 700 m above sea level. To the southeast, the land slopes down to the Wulik River where the bottom
of the valley is about 215 m above sea level. There is suffictent space for tailings and waste rock disposal, and sufficient
water is expected to be available for any proposed processing. Locally. there is vegetation on the property consisting of
tundra, grasses and low brush made up of willow, dwarfl birch. and alder.

The Company intends to petition the State of Alaska to construct a 13 mile road from the Red Dog road to the LIK
property. The Company also plans to commence negotiations with NANA Regional Corporation, Inc. ("NANA™). an
Alaskan native corporation, to secure land near the port tucilities for concentrate storage.

History

The Red Dog ore deposit was originally discovered in 1970 by a geologist undertaking mapping in the De Long
Mountains area on behalt of the United States Geological Survey.

GCO, in joint venture with New Jersey Zinc Company and WGM. carried out stream geochemical sampling and
reconnaissance for colour anomalies. Claims were staked in July 1976 to protect a streamn geochemical anomaly on LIK
Creek, HOMEX replaced New Jersey Zine Company in the joint venture in 1976/1977.

Diamond drilling on the LIK property commenced in 1977 and targeted a gossan with a coincident soil and
electromagnetic anomaly. The first hole encountered massive lead-zinc-stlver-bearing sulphides. By the end of 1977, the
joint venture had completed 40 line-kilometres of ground geophysics, a soil sampling program, and ten diamond drill
holes with an aggregate depth of 1,603 m, In 1978, further geological, geochemical and geophysical surveys were carried
out. together with the drilling of another 79 diamond drill holes aggregating 10,680 m. A further 14 diamond drill holes
with a total depth of 4.931 m were completed in 1979 and a mineral resource was estimated.

The joint venture continued to work in the district in the period 198010 1983. As the joint venture held a large number
of cluims outside the existing LIK property. work was concentrated on other targets in some of those years, However,
limited diamond drilling activity continved on the LIK property. The LIK Block Agreement was signed in 1984.

In 1984, Noranda optioned the LIK property. Much of Noranda's activity was concentrated in the LIK North Area
where ten diamond drill holes with an aggregate depth of 4,180 m were completed on four sections. Noranda also drilled
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holes in the LIK South deposit to better define “mineuable high grade reserves”, Noranda released its interest in the LIK
property after a re-organization of its holdings in the United States.

Moneta Porcupine Mines Inc. (“Moneta™) optioned the property in 1990 and wgether with GCO completed three
diamond drill holes aggregating 263 m. The purpose of the Moneta drilling was to obtain metallurgical samples. but there
are no records of any significant metallurgical work having been completed by Moneta. GCO drilled two additional
diamond drill holes in 992, but until the Company commenced its recent work program. there had been no additional
drilling since.

All of the diamond drill campaigns prior to the 2007 drilling campaign are summarized in the table below.

HISTORICAL DIAMOND DRILLING CAMPAIGNS

Yeur Number of Holes  Aggregate Depth (m) Company
P 10 1.603.3  Managed by WGM
1978 79 10,680.2  Managed by WGM
L7 e 14 4.931.1  Managed by GCO
9RO L o 3 202.1  Managed by GCO
FOB3 ] 835.2  Managed by GCO
1984 ... 6 1.643.5  Managed by GCO
198BS 1] 4.883.1  Managed by Noranda
1987 e 1 696.5  Managed by GCO
1990 . . 3 2634  Managed by Moneta
1992 _2 2835  Managed by GCO
Totals . ... ... ... ... 133 26,236.6

The initial ten diamond drill holes of the pre-2007 drilling were B-wireline and essentially all subsequent drill holes
were N-wireline. Core recoveries were typically high within the massive sulphides. but lower. more variable recoveries
were obtained in the unmineralized and weakly mineralized sections.

The entire core obtuined from the LEK deposit was logged on site at the LIK camp. All of the core containing
sulphide mineralization was sawn using diamond saws and half of the core was sent for assay. Reference samples were not
included in the sample stream. The unused core for all but the first ten holes is stored on site. The core for the initial ien
holes is stored in a warehouse in Anchorage.

An examination of diamond drill logs indicates that sample lengths in massive sulphides were typically from 0.6m o
0.9 m, Occasionally. sample lengths in massive sulphides were up to {.83 m, Sample lengths up to 2.44m and 2.74m were
present. Sample lengths were probubly controlled by geology and the location of depth murkers in the core boxes.
According to Scott Wilson RPA, sampling appears to have been completed diligently.

Most of the samples were assayed by Bondar Clegg Laboratory Group ("Bondar Clegg”™) of Vancouver. At various
times. the laboratory maintained preparation facilities in Alaska. Anchorage and Fairbanks. In the initial years, when the
bulk of the drilling was completed. it is believed that sample preparation and analysis were carried out in Vancouver.
Bondar Clegg was not a registered laboratory at that time. However, Bondar Clegg was a recognized. reputable luboratory
and was experienced in the use of atomic absorption spectromeiry.

As the entire core was Jogged and sampled in an isolated field camp, security was not a major concern hecause access
to the camip was closely controlled. Tt is noted that four different companies (WGM, GCO, Noranda and Moneta} have
completed drilling programs at the LIK property and all of them have obtained consistent results. Scott Wilson RPA
considers that the work to date was completed to industry standards in use at the time of the work. Sample preparation was
completed in the assay laboratory. No sample prepuration was completed onsite.

Several estimates of mineral resources have been completed on the LIK property for two different zones of
mineralization known as the LIK South deposit and the LIK North deposit. The historical estimates determined by Scott
Wilson RPA to be most reliable for the LIK South deposit were those mineral resources prepared by GCO in 1984 and by
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Noranda in 1983, which are presented in the table below. These estimates are historical and were prepared prior to the
enactment of, and are not compliant with, NI 43-101,

HISTORICAL ESTIMATES OF MINERAL RESOURCES FOR THE LIK SOUTH DEPOSIT

Tonnes Density
Estimuted by Yeur Cut-oft Gracle (Millinns) in'% Ph% Ag ght Ty
GO e 1984 5% Ph+Zn 22.04 3.88 3.08 49 321
Noranda ... ... . 1985 7% Pbh+Zn 10.85 1151 342 na. 377

The most recent estimates of mineral resources for the LIK North deposit were prepared by Noranda following the
completion of the 1985 diamond drilling campaign and are presented in the table below. These estimates are historical
and were prepared prior to the enactment of, and are not compliant with, NI 43-101.

HISTORICAL ESTIMATES OF MINERAL RESOURCES FOR THE LIK NORTH DEPOSIT

Tonnes Density
Estimated by Year Cut-oft Grade (Milliens) in% Ph% Ap it T/m®
Noranda. .. ..o e 1985 7% Pb+Zn 4,73 10589 335 53 3.2

No metal prices or exchange rates were specified tor either of the GCO or Noranda estimates. The GCO estimate was
prepared using polygonal methods, while the Noranda estimates were prepared using sectional miethods. Both of these
estimates are considered to be historical estimates and are thought to be reliable at the current drilling density and are
considered to be relevant as they provide an estimate of the approximate size of the two parts of the LIK deposit. However,
both the GCO and Noranda mineral resource estimates pre-date NI 43-101 requirements and were not carried out or
certified by a “qualified person™ for purposes of NI 43-101. As a result, these estimates remain unclassified pending
turther work.

[n 1983, Pincock, Allen & Holt, Inc. (“PAH”) completed a teasibility study. The 1983 mineral resource estimate by
PAH is not considered relevant by Scott Wilson RPA. The feasibility study was updated in 1989, but the resource
statement was not revised at that time.

Geological Setting

Regional Setting.  The regional geology of the Western Brooks Range area is structurally complex. The
sedimentary rocks of the area have been disrupted by thrust sheets or allochthons. The term “allochthon’ describes
an assemblage of stratigraphically related rocks that overlies a large displacement thrust tauli. The LIK property and the
other zinc-lead deposits of the Brooks Range, including Red Dog, are hosted in the Kuna Formation ol the Lisburne
Group. In the Western Brooks Range, the Lisburne Group includes both deep and shallow water sedimentary facies and
local volcanic rocks. The rocks have been extensively disrupted by thrusting. The deep water facies of the Lisburne
Group. the Kuna Formation, are exposed chiefly in the Endicott Mountains and the structurally higher Picnic Creek
allochthons,

In the Red Dog plate of the Endicott Mountains ullochthon. the Kuna Formation is divided inmo two units, the Kivilina
Unit and the Ikalukrok Unit, and consists of at least 122 m of thinly interbedded calcareous shale, calcareous spiculite and
bioclastic supportstone overlain by 30 m to 240 m of siliceous shale, mudstone, calcarcous radiolarite and calcareous
lithic turbidite. The Tkalukrok Unit in the Red Dog plate hosis all of the massive sulphide deposits in the area.

Local Geology. The LIK property is hosted in the Red Dog plate of the Endicott Mountains allochthon. The
stratigraphically lowest rocks within the Red Dog plate belong to the Kayak Shale. The top of the Kayak Shale is
interbedded with rocks of the Kuna Formation.

In a district sense. the Kivalina Unit is up to 122 m thick and may have been deposited in a local fault-bounded
depression. It includes laminated, black calcareous shale and thick-bedded, grey micritic limestone, grainstone and
packstone, The lkalukrok Unit varies in thickness across the district from 29 m to greater than 240 m. The unit has been
divided into a lower laminated black shale sub-unit and an upper medium- to thick-bedded black chert sub-unit.

Property Geology.  The LIK property is hosted in the upper part of the Tkalukrok Unit of the Kuna Formation. At the
LIK property. the immediate host rocks are carbonaceous and siliceous black shale, with subordinate black chert and fine-
grained limestone. These rocks strike broadly north-south and dip at about 25" to 40" 1o the west. The massive sulphides
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are overlain conformably by rocks of the Siksikpuk Formation. The sequence is overridden by allochthonous rocks that
form high hills north and west of the depuosits.

The mineralized sequence is cut by a number of taults. The most significant disruption is the Main Break Fault,
which drops the northern end of the LIK deposit down about 150 m. It is unclear whether there is 4 change in strike north
of the fault, or whether the change is more apparent due to topography. The Main Break Fault strikes cast-west and dips
north at about 6(0°, There is another group of steeper faults that tend to strike northerly or northwesterly and which are
interpreted as being bath normal and reverse with throws of up to 100 m.

Exploration

The LIK property was drill tested in the late 1970s and early 1980s und sporadically through the early 19905, Details
of these historical drilling campaigns are discussed above under the heading “Mineral Project — History™.

The Company completed a program of eleven diamond drill holes during 2007 field season. The purpose of this work
by the Company was to (i) confirm the previous work on the LIK property and upgrade mineral resources to be compliant
with NT43-101, (i) provide material for metallurgical testing, and (iii) commence the process of in-fill drilling that will be
required to develop a mine. The details of this program, and the results of the work. wre discussed below under “Mineral
Project — Drilling”.

Mineralization

The LIK deposit is a stratiform zinc-lead-silver deposit. The deposit ts continuous outside the LIK property onto the
adjacent Teck Cominco Limited property to the south. The southern continuation of the LIK deposit is referred to as the Su
deposit, lying on the Su property.

Within the LIK property, the deposit is divided into two parts by the Main Break Fault. The wmain part of the deposit
within the existing claims is referred to as the LIK South deposit. As presently tested, the LIK South deposit is about
[.100 m long and about 600 m wide. It hus been tested down dip to a depth of about 150 m to 200 m. North of the Main
Break Fault, the LIK Notth deposit s about 700 m long and about 350 m wide, It has been tested down dip to a depth of
about 300 m.

The deposits strike broadly northerly and dip westerly at about 25" to 40, The mineralization comprises irregular,
stratiform lenses, The mineralogy of the sulphides is simple and comprises pyrite, marcasite, sphalerite, and galena, with
rare tetrahedrite. bournonite and boulangerite. Cangue minerals include quartz (as chert), clay minerals. carbonate and
barite. Noranda recognized six different ore types in its logging of drill core. Typical grades ot mineralized intersections
within the LIK deposit are listed in the table below:

TYPICAL MINERALIZED INTERSECTIONS

Haole No. From {m} To tm) Length (m) in% Pb% Agght
S 54.56 78.79 2423 1972 627 1265
16 e 80.16 94,49 14,33 2167  T7.41 230.4
0 129.54 135.33 579 7.07 1.88 3.6
. 40.87 50.14 9.27 11.09 144 51.1
3 21.4%9 34.75 13.26 9.07  2.69 6.9
38 e e e 45.90 63.76 17.86 813 180 48.0
3 e e 70.53 87.75 17.22 392 208 28.8
L 35.66 40.69 5.03 1766 362 8.6
O 60.90 80.28 19.32 9.07 249 477
A3 e e 34.73 91.04 6.31 21.07 595 1.4
o 114.0 125.88 11.89 8.15 242 2057
08 32.31 53.43 2112 1334 285 56.9
7 15.85 3133 15.48 9.14 266 37.0

Previous work by GCO determined that sulphides were deposited in four distinct cycles. The cycles are better
developed close to the likely hydrothermal source of the mineralizing fluids. Individual cycles may be quite thin near the
margins of the deposit and the thickest accumulation in a single cycle noted to date is about [ 3.7 m. The base of a sulphide
cycle hegins abruptly with the deposition of sphalerite, galena and pyrite. Typically. the highest grades are found at or
within a few metres of the base ot a sulphide cycle. Massive or finely bedded zinc- and galena-rich sulphides decrease in
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erade upward within a cycle. Pyrite increases relative to sphalerite and galena. forming bands of massive or colloform
pyritic sulphides. Higher in the cycle, pyrite decreases and forms nodular or colloform semi-massive pyrite layers
interbedded with black chert or strongly silicified black claystone, The taps of the cycles generally contain the highest
marcasite concentrations. Locally, another cycle begins before the earlier cycle is finished, Lateral variations appear to
mimic the vertical variations. While brecciated sulphides are common in high-grade areas, they do not form a large
percentage of the overall sulphide mass. Individual breccia zones vary in thickness from a few centimetres to u few metres.

Drilling

The LIK property was drill tested in the late 1970s and carly 19805 und sporadically through the early 19905, Details
of these historical drilling campaigns are discussed above under the heading “Mineral Project — History™.

The Company completed a program of diasmond drilling during the 2007 summer field scason comprising eleven
drill holes with an aggregate depth of approximately 1.394m. In order to tacilitate this work, the Company purchased a
diamond drill rig and contracted with its independent diamond driller, Frontier, 1o man and maintain the drill rig.

The purpose of this work by the Compuany was to (i) confirm the previous work on the LIK property and upgrade
mineral resources to be compliant with NI 43-101, (i) provide material for metallurgical testing. and (iit) commence the
process of in-fill drilling that will be required 1o develop a mine.

Of the eleven holes drilled by the Company, assay results of eight holes currently are available. No samples were
collected in one of the three remaining holes because no sulphides or black shale were recognized in the hole. The
currently available results of the 2007 drilling program are sct out in the table below:

AVAILABLE 2007 DIAMOND DRILLING RESULTS

Length
Down True
Hole ‘Fhickness

Hole 1D From (m} To (i) {m} {m) In (T I'b (%)
DDH-136. .. e 64.62 69.19 4.57 3.96 4,35 6.04
82.30 95.10 1280 11.09 9.78 1.61

including . ... L 34.43 90.53 6.10 5.28 13.20 190
including . ... e 34.43 85.95 1.52 1.32 18.70 115
DDH-137 . 4,88 1692  12.04 1512 3.38 7.72
34.14 76.50 42.36 39.14 6.49 1.67

including . ... ... . . 46.02 68.58 2156 20,84 8.59 2.35
including ... .. ... 64.92 68.58 .66 3.38 15.49 1.63
including ... .o 71.63 76.50 4.87 4.50 7.52 1.36
DDH-138 . . 7.01 32.61 25.60 23.20 8.20 2.44
including ... ... ... 28.50 32.61 4.11 372 17.57 5.28
DDH-139, . 29.57 46.02 16.45 14.25 8.95 2.13
including .. ... L 31.09 35.36 4.27 370 11.80 5.28
DDH-140. .. . 5547 58.22 275 2.38 4.65 1.55
DDH-141, . 79.25 86.72 7.47 .47 5.69 1.23
DDBH-142 . . 117.96 13198 14.02 12.14 8.46 3.84
including . ... ... . . 125.88 128,93 3.05 2.64 15.59 3.82
DDH-143 . ... e 77.72 93.57 15.85 14.36 14.05 9.41
including ... e e 71.72 82.91 5.19 4.70 19.10 14.90

Note:
(1) A natara) cut-off was applied. Teessentially corcesponds w about 3% Pb+Zn.
Sampling, Analysis and Secuarity of Samples

The core obtained from the LIK property during the 2007 drilling campaign was logged on site at the LIK camp. The
entire core containing sulphide mineralization was sawn using diamond saws and halt of the core was sent for assay.
Sulphide mineralization oxidizes rapidly breaking up the core and rendering samples inappropriate for metallurgical
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testing. Accordingly, once core was placed in the sample bags, the air was evacuated and replaced with nitrogen. The
samples were sent 1o Kotzebue by charter and then by licensed carrier 10 Anchorage. The samples were siored in
Anchorage until the end of the drilling campaign, Finally. the samples were dispatched to G & T Metallurgical Services
Lid, ("G & T7) of Kamloops. British Columbia. G & T is an ISO 9001 2000 certified laboratory for precious metals and
base metals. G & T has completed analyses for lead and zinc. Analyses for silver are not yet completed. As well as
completing metallurgical testing, G & T crushed and analyzed the samples.

Core was murked for sumpling depending on visual grade estimates. Minecalization 13 coarse enough and of high
enough grade that mineralization can be recognized visually. Thus visual methods were used (o select sumple boundaries
and lengths. Short samples were noted adjacent to areas where grade changed sharply. The shortest sample was a one-foot
sample. In areas where the grade appeared to be uniform, core was typically divided inmto five-foot (1.52 m) lengths. In
final logs a few sumples were longer than five feet, including one seven-foot (2,13 m) sample and two six-foot (1.83
m) samples. These samples fell with longer areas of higher grade mineralization. Scott Wilson RPA considered that the
mineralization at LIK is appropriately logged and sampled and that that there was no evidence that logging or sampling
led to any bias in the sample results. Recovery was typically excellent in core seen on site by Scott Wilsen RPA. An
examination of logging showed that core recovery in sulphide areas was generally very high.

The Company will transfer pulps from G & T to ALS Cheniex in Vancouver for check analysis as part of the quality
control/quality assurance (“QA/QC™). This work is in progress. The Company is not responsible for any part of the sample
preparation or analysis.

G & T prepared the Company samples using a preparation method that involved the following major steps: samples
were received, identified and labeled: samples were passed through a jaw crusher: samples were passed through a cone
crusher; samples were ritfled to cut a sample of about 300g; this material was treated in a ring pulverizer; and a pulp of
250g was sent for analysis. The material was then analyzed using induced coupled plasma (ICP) analysis.

Other QA/QC procedures employed by the Company included the use of blanks (unmineralized core from outside of
the mineralized zone) and quartered duplicates. The Company was unable to obtain acceptable reference samples for the
2007 field season. Scott Wilson RPA recommends in the Techntcal Report that further attempts be made to find acceptable
reference material for the planned 2008 field season. As the analytical work is incomplete, a full assessment of the results
of the QA/QC work is not possible. However, a preliminary assessment of the QA/QC resulis indicates that:

¢ blank values are typically low indicating the intersample contwmination was not a problem in the G & T
laboratory: and

= quartered duplicates appear to be giving acceptable reproducibility.

Scott Wilson RPA is of the opinion that the analytical work completed and planned will give a reliable indication of
the grades of mineralization tested in the 2007 drilling.
Proposed Work Program

[ order to seek to achieve the Company’s objectives, the proposed work program for the LIK property to the end of
2008 is as follows:

«  Metallurgical Drilling: complete up to 5,000 feet of diamond drilling in addition 0 the metallurgical holes.
including twinning of previous holes and in-fill drilling.

+  In-Fill Drilling: drill 20.000 to 25.000 feet with the goal of increasing the resource base and defining proven and
probable reserves.

+  Environmental Work: carry out environmental work. including the commencement of an environmental impact
study. to obtain all necessary land use and operating permits for the LIK property.

«  Review Geophysical Work: review previous geophysical duta to formulate a localized program to extend current
mineralization laterally and at depth and to establish the initial stages of a regional program.

«  Additional Surveys: commence regional induced polarization and gravity geophysical surveys to extend known
mineralization and search for additional mineralization at depth and to the north of the LIK deposit.
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Exploration and Development

Compuny personne! have prepared a proposed program of exploration based on two summer field seasons. The
program includes a significant amount of diamond drilling, as well as metallurgical studies, geophysics and database
development. This project requires the development of a geographical information system database and digitization of
carlier data. Of the approximately Cdn.$3 @ million of the net proceeds of the Offering which are 1o be put towards
the costs of the Company’s work program described above, the estimated cost of Stages 1 and 2 of the proposed program is
approximately US$8.1 million, as set out in the following table.

RECOMMENDED EXPLORATION PROGRAM AND COSTS

Item US$
Stage 1
}. Personnel (total includes Project Manager, Camp Manager, two labourers, cook, and four diamond

a1 3 2201000
2.Camp CONSITUCHION . .. . ot it et e e e 16(1,000
3. Diumond drill purchase. . .. ... e 280,000
A Trave]l COBIS . o L e e 20,000
5. Tools and supplies © . ... L 90,000
O, FUEE . o o e e e e 107,000
7. Freight and hautlage . . .o e e s 90,000
3. Metallurgical studies. . .. ... 300,000
9. Database development. . ... L e e 100,000
10. Diamond drilling (3500 m at $E65/m). ..o .o o e 578,000
Ll A Y L oottt e e e e e e e e 15,000
12, Environmental studies . . ... L e 50,000
SUbtOtal . L e 2,010,000
ContingenCy (100} . .o ot et e e e e e e 201,000
Stage 1 Total . .. e e e 2,211,000
Stage 2
1. Digmond drilling (20.000 m @ $190/m) . .. .. e 3.800,000
2 HelCOPIET SUPPOTL L .t s e e e et e e e 750,000
B SIS Lt e e e 50,000
4. Geophysical SUrVeYs « . L .o e e 60,000
5. Environmental Stdies . . . ... e e 63,000
6. Feasibility study . ... e 600,000
SUDIOAL . L o e e 5.365,000
Contingency (10%) . . . .. e e e e 537,000
Stage 2 Total . . . L e e e 5,892 000
Total Stages Land 2 ... . ... e 8,103,000

The Stage | work invalves the collection and testing of metallurgical samples. The Stage 1 work is currently under
way. The diamond drill program included in the Stage 1 work is now completed and the metallurgical studies have
commenced. Stage 2 work consists of follow-up drilling of the deposit and is intended to be complementary to the results
of the Stage 1 work. Scott Wilson RPA reviewed the proposed program and budget and believes them to be reasonable,
See “Use of Proceeds™ for additional detail regarding the manner in which the Compuny intends 1o use the net proceeds of
the Offering.

MINING IN ALASKA

Overview

Mining is reemerging as & significant contributor to the Alaskan economy. Newly developed Alaskan metal and coal
deposits are making positive contributions to the United States’ balance of trade. Locally, mines are providing a
significant economic base for Alaskan communities and sources of jobs tor Alaskans. Additionally. new mining projects
are providing the catalyst to improve and expand infrastructure.
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The LIK property abuts Teck Cominco Limited's Su deposit. which is approximately 22 km north of the Red Dog
mine, the world's largest zinc producing mine. The Red Dog mine is owned by NANA, an Alaskan native corporation. and
operated by a subsidiary of Teck Cominco Limited. Full preduction at the Red Dog mine commenced in 1990. Bused on
publicly available information, in 2006 Teck Cominco Limited's subsidiary produced approximately 557,500 tonnes of
zinc and 123,500 tonnes of lead from the Red Dog mine.

Regulation of Mining

The Company’s activities in the United States are subject to various federal, state, and local laws and regulations
governing, among other things, prospecting, exploration, labour standards, occupational health and mine safety. control of
toxic substances, and other matters involving environmental protection and 1axation. It is possible that future changes in
these laws or regulations could have a significant impact on the Company’s business, causing those activities o be
economically re-evaluated at that time,

The majority of the Company’s interests in propertics located in the United States are unpatented mining lode claims.
Unputented mining claims are located on public lands owned by the United States government and administrated through
the Bureau of Land Management (the “BLM”). Lode claims cover classic veins or lodes having well defined boundaries
and include other rock in-place bearing valuable mineral deposits and are limited by federal law to o maximum of
},500 feet in length along the vein and a maximum of 600 feet in width, 300 feet on either side of the centreline of the vein,
Any United States citizen (including & corporation organized under a Stute law) may locate and hold 4 mining claim. A
valid unpatented mining claim is an interest in real property that can be bought, sold. mortgaged. devised. leased and
taxed, but it is always subject to the paramount title of the government and the rights of third parties 10 use the surface of
the cluim in a manner that does not unreasonably interfere with the claimant’s activities. Unpatenied mining claims are
mining claims located and staked on available federal public domain land in accordance with the United Swtes General
Mining Law of 1872. The process for locating an unpatented mining claim is initinted by the locator and can be staked
without any invitation from or grant by the federal govermment or any state government. A valid unpatented mining claim
must include a discovery of valuable minerals. Prior to such a discovery, however, @ mining claimant has a possessory
right to conduct mineral exploration and development activities on the claim. The locator of a valid unpatented mining
claim has the right to explore for. develop and mine minerals discovered on the claim, subject to compliance with the
annual maintenance requirements of the United States Federal Land Policy and Management Act of 1976, which currently
requires timely payment of an annual maintenance fee of US$E23 per claim in order to maintain an unpatented mining
claim.

Some of the Company’s unpatented mining claims in the United States have been located on “Stock Raising
Homestead Lands”™. This refers to split estate lands where the surface was patented under the Homestead Act and the
mineral estaie remains reserved to the United States federal government. There are specific procedures for locating
mineral claims on these lands. Anyone wishing to explore these lands for the purpose of staking a mining claim is required
to first file a Notice ot Intent to Locate o Mining Claim with the appropriate BLLM state oftice and with the surface owner.
The location, recording and maintenance of mining claims on Stock Raising Homestead Lands are the same as for other
open public domain lands.

Unpatented mining claims are generally considered o be subject to greater title risk than private real property
interests because the validity of unpatented mining claims is often uncentain. This uncenainty arises. in part, out of the
complex federal and state taws and regulations that supplement the General Mining Law of 1872, Unpatented mining
claims are also subject to possible challenges by third parties or contests by the United States government, The validity of
an unpatented mining claim, in terms of both its location and its maintenance, is dependent on strict compliance with this
complex body of federal and state law.

In past years, the United States Congress has considered a number of proposed ammendments to the General Mining
Law of 1872, If udopted, such amendments could, umong other things. substantially increase the cost of holding
unpatented mining claims, impair the ability of companties to develop mineral resources on unpatented mining claims and
impose royalties on production from unpatented mining claims. Pending such possible reform of the General Mining Law
of 1872, the United States Congress has put in place a moratorium which prohibits acceplance or processing of most
mineral patent applications.

The State of Alaska maintains a “single window™ system to permit exploration that covers all of the permits required
for exploration. The Company has all of the necessary permits to carry out the proposed exploration programs.
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ZINC INDUSTRY
The Zinc Market

The Company is focused on the development of the zine, lead and silver LIK property in the State of Alaska, Zinc
provides the most cost effective and environmentally efficient method of protecting steel ugainst corrosion through the
galvanization process. Zinc plays an invaluable role by prolonging the life of sieel and thereby extending the life of steel
goods and capital investments in steel structures such as homes, bridges, port facilities. power lines. water distribution,
telecommunications and transportation intrastructure. Zine also aids in the conservation of natural resources such as iron
ore due 10 its ability to prolong the life of steel goods.

Supply and demand are the key determinants for the price of zinc. Demand is generally correlated to the cycle of
global industrial production while metal supply follows investment trends in the base metal industry and can be subject to
phases of very rapid expansion or contraction. The metal-demand cycle is usually the initiator of the metal-price cycle,
whereas supply responses to price changes come afier time lags. For example, the price of zine increased S5% in 2005 and
increased a further 120% in 2006, These prices have been driven by several factors, including positive supply/demand
fundamentals. a shortage of zinc concentrates, a decrease in available stockpiles and investment flows into base metals.
The demand for zinc from Asia, including China, India and other developing countries has grown dramatically. Whereas
in 1990, China accounted for only 8% of the global zinc demand, in 2007 it uccounted for 27%. Industry experts expect
that the strong demand for zinc will continue for at least the next eight years. Higher zinc prices are encouraging the
development of new mines 0 create new sources of zinc supply in order to meet growing demand. The LIK property is
ideally situated to provide zinc concentrate to the Pacific Rim region.

USE OF PROCEEDS

The net proceeds of the Offering are expected o be Cdn.$ @ | after payment of the Agents™ fee and deducting
expenses of the Offering estimated tobe Cdn.$ @ but before giving effect to the exercise of the Over-Allotment
Option. The following tuble provides an estimated breakdown of the proposed application of the net proceeds of the
Offering (2ll figures are approximate):

Use Amount
(Cdn.Smilliom)

Exploration program for the LIK property including metallurgy. drilling and woneling ... ... .. ... L 4
General corporate and working capital purposes ... .. ottt i e e e L

While the Company intends to use the funds available to it as stated above, there may be circumstances where, for
sound business reasons, a re-allocation of funds may be necessary or advisable.
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SELECTED FINANCIAL INFORMATION

The summary presented below sets out selected financial information of the Company for the periods. and as at the
dates, indicated and is derived trom, and should be read in conjunction with, the Company s annual audited consolidated
financial siatements as at December 31, 2006 and the period then ended as well as the interim unaudited consolidated
financial statements as at June 30. 2007 and the period then ended and the respective notes thereto, “Consolidated
Capitalization™ and “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ included
elsewhere in this prospectus. All of the financial information presented below is prepared in accordance with Canadian
GAAP.

Six Months Ended Period Ended
June 30, 2007 December 31, 2006
(US dollars)

Statement of Loss

O L85 L ottt (17.995) (157.446)
Balance Sheet

Cush and cash equivalents. ... ... ... . e 7,244,520 10,511,517
Total a85€15 . . . . 27,754.913 10,571.579
Working capital ... ... .. e 7,160.222 10,156.012
Longtermdebt. . ... . nil nil
Shareholder’s equity . ... ... ... . L 27495133 13,216,012
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Munagement's Discussion and Analysis of Financial Condition and Results of Operations { “MD&A”) is as of
October 17, 2007 and showld be read i confuncrion with the Companv's consolidated financial statements and the
corresponding noles included elsewhere in this prospectus. Certain statements comtained in the MD&A are forward-
fooking statementys that involve risks and uncertainiies. The forward-looking statements wre not historical fucts, but vather
are bused on the current plans, objectives, godls, strategies, estimates, assumptions ond projections about the Company's
industry, business and future financial results. Actual results could differ materially frons the results contemplated by these
Jorward-looking siatements due to a number of fuctors, including those discussed elsewhere in this prospectus. See
“Caurionary Statements Regarding Forward-looking Information” und “Risk Factors™.

Basis of Presentation

The Company’s financial statements are prepared in accordance with Canadian GAAP. All amounts are expressed in
U.S. dollars unless otherwise indicated.

The Company's financial statements have been prepared on a going concern basis, which presumes the realization of
assets and discharge of Habilities in the normal course of business for the foresecable future. The Company is currently an
exploration company and does not have any operations which generate revenues or profits. Further, there can be no
assurance that the Company will either achieve or maintain profitability in the future. The Company requires additional
financing to fund its continuing exploration and development efforts. In this regard, the Company is seeking funds through
the Offering. Additional financing by way of private placement or through other offerings may also be required in the
future.

The Company’s ability to continve as a going concern is dependent on raising additional financing, the outcome of

which cannot be predicted at this time. The financial statements do not include any adjustments or reclassifications of
assets and liabilities which might be necessary if the Company is unable to continue its planned exploration activities.

[ncorporation

The Company was incorporated by Articles of Incorporation on November 29, 2006 under the CBCA f{or the purpose
of acquiring an interest in the LIK property. As at December 31, 2006, the Company had no significant assets other than
cash generated by its initial private placement, but had settled terms with GCO to acquire an interest in the LIK property.
On June 28, 2007, the Company acquired its interest in the LIK Property, See “Business of the Company — LIK Block
Agreement with Teck American”.

Review of Overall Performance
The Company is in the development stage and has no revenue. The Company has reported losses since its inception
resulting from costs related to evaluating the LIK property and administrative overheads.
Results of Operations
Six months ended June 30, 2007
During the six monshs ended June 30. 2007, the Company reported a net loss of $17,995 (nil per Comumon Share).

Expenses incurred during the six months ended June 30, 2007 were US$263,107 and include salaries of US$67.073,
consulting fees of US$60.000, professional fees of US$63.886. travel expenses of US$21.979, investor and shareholder
relations fees in the amount of US$28,321, and an office administration expense of US$10,644. The Company also
incurred regulatory fees of US$3,662, US$5,875 in insurance costs and US$3,103 in rent during the six months ended
June 30, 2007.

From incorporation date of November 29, 2006 to December 31, 2006

During the fiscal period trom incorporation to December 31, 2006. the Company reported a net loss of $137.446
{US$0.03 per Common Share).

Expenses during the fiscal period were US$170,383 and include salaries of US350.000, consuliing fees of
USS100.000, professional fees of US$10,000. travel expenses of USSS,6(08. investor and shareholder relations fees
in the amount of US$722 and incorporation costs of US$1.000.
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The Company incurred deferred costs of US$60,000 during the fiscal period ended December 31, 2006 consisting of
costs related to evaluating the LIK property subsequent to the period end. These costs were charged to mineral properties
ai the time the LIK property was acquired. which occurred during the six menths ended June 30, 2007,

Capital Expenditures
Six months ended June 30, 2007

The Company signed an exploration and option agreement with GCO on February 26. 2007 (the “Exploration and
Option Agreement”) to acquire up to 62.5% of GCO’s interest in the LIK property and under the LIK Block Agreement,
Subsequently. the Exploration and Option Agreement was terminated and the Company obtained its current 50%
ownership interest in the LIK property and LIK Block Agreement through an assignment on June 28, 2007 pursuant to the
GCO Assignment Agreement of GCO's interest in the LIK property and LIK Block Agreement in consideration for a cash
payment of US$20.000.000 and the grant of a 2% net proceeds interest payable by the Company only. See “Business of the
Company — LIK Block Agreement with Teck American™,

During the six month period ended June 30, 2007. the Company incurred an aggregate of US$20,334.911 in mineral
property costs consisting of US$20,248.519 with respect to the acquisition of GCO’s interests in the LIK property and the
LIK Block Agreement. and a total of US$86.393 in deferred exploration costs attributable to geological, mapping. site
administration and charter aircraft. The acquisition cost of the LIK property and the LIK Block Agreement in the amount
of US$20.248.519 consists of the purchase price of US$20.000,000. plus US$130,000 paid to GCO pursuant to
predecessor agreements and US$ 118,519 attributable to management salaries, professional fees and certain out-of-pocket
expenses attributable to the effort and costs incurred in completing the acquisition.

Incorporation date of November 29, 2006 to December 31, 2006

The Company did not incur any amounts for exploration spending during the fiscal period from incorporation to
December 31, 2006. During this period the Company was focused on acquiring its interest in the LIK property under the
Exploration and Option Agreement.

Financing Activities

The Company completed a founder’s private placement on December 18, 2006. The Company issued 5.000,000
Common Shares at US$0.001 per share for total proceeds of 35000,

The Company completed a private placement on December 20, 2006, issuing a total of 11,400,000 special warrants
(the 2006 Special Warrants™) at US51.00 per special warrant for gross proceeds of US$11.400,000. The Company also
issued a total of 906,400 broker special warrants with a fair value of US$319,983 (the “2006 Broker Special Warrants™)
and paid an 8% commission (US$906,400) to the agent and US$125,142 in legal fees for total cash offering costs of
US$1.031,542 and net proceeds of US$10,368.458.

On February 18, 2007, the Company issued 100,000 Common Shares on a non-brokered basis. at a subscription price
of US$1.00 per share for gross proceeds of US$100,000.

The Company completed the first tranche of a private placement on June 28, 2007, issuing 10,654,400 special
warrants {the 2007 Special Warrants™) at US$1.75 per special warrant for gross proceeds of US$18.645,200. The
Company also issued 532,720 broker special warrants with a fair value of US$329.112 (the 2007 Broker Special
Warrants™) and paid a 7% commission in the amount of US$1.305,164 to the agent, US$142,920 in legal fees and other
costs for total cush offering costs of US$1.448,084 and net proceeds of US$17,197.116,

The Company completed the second tranche of the private placement on July 5. 2007, issuing an additional 821,500
2007 Special Warrants at US$1.75 per special warrant for gross proceeds of US$ 1,437,625 and an additionai 41,075 2007
Broker Special Warrants with a fair value of US$71,882. [n respect of such tranche, the Company paid a further 7%
commission in the amount of US$100,634 and US$2,500 in legal fees for total cash offering costs of US$103.134 and net
proceeds of US$1,334.491, See “Prior Sales of Common Shares — Special Warrant Financings™.

Subsequent to June 30, 2007, the Company issued 151,571 Common Shares at US$1.75 per share for gross proceeds
of US$265,249.
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Summary of Results

Six Months Ended Period Ended
June 30, 2007 December 31, 2006
(US dollims)
Total FeVENUES . o e e nil nil
Deferred exploration CosIS ... .. ... $ 86.393 —
Nl OSS L vt e e e e e e e $(17.995) $(157.446)
Net loss per Common Share (Basic and diluted) ... ... oo nil $ (003

Liquidity and Capital Resources

The Company’s aggregate operating, investing and financing activities during the six months ended June 30, 2007
resulted in a net cash outfllow of US$3.266,997, As at June 30, 2007, the Company had a cash bulance of US$7,244.520
(December 31, 2006 — US$10,511,517) and working capital of US$7.160,222 (December 31, 2006 — US$H10,156.012).

The Company is not in commercial production on the LIK property and. accordingly. it does not generate cash from
operations. In order to fund turther exploration work and advance the LIK project. the Company is dependent upon raising
tinancing through the issuance of its securities, including the funds to be raised pursuant to the Offering.

The Company's planned exploration and development expenditures on the LIK property require significant financial
resources, The Company remains dependent on raising additional financing through the issuance of equity securities to
fund exploration and development requirements beyond those outlined in “Use of Proceeds™ on the LIK property and for
general corporate purposes.

Transactions with Related Parties
The Company has entered into certain related party transactions, which may be summarized as follows:

(a)  As at June 30, 2007, the Compuny owed US$61.659 (December 31, 2006 — USS$60,000) to a company
controlled by a senior officer and director of the Company, which amounts relate to third party costs for
mineral propecty and administrative expenses. The amount has since been paid in full;

(b)  Dircectors and officers have participated in share issuances and purchases ot Special Warrants on the terms as
discussed in “Prior Sales of Common Shares™. and hold the Common Shares and Special Warrants of the
Company as noted in “Directors and Executive Officers’™ and

{c} The Company has paid certain share issuance, incorporation and legal costs in the amount of US$56,256
(December 31, 2006 — US$42.766) to 4 legal firm whose partner is a director of the Comipany.

Related party trunsactions are in the ordinary course of business, occurring on terms that are similar to those of
transactions with unrelated parties, and therefore are measured at the exchange amount.

Critical Accounting Estimates

The Company's financial statements are impacted by the accounting policies used. und the estimites and
assumptions made, by management during their preparation. The Company’s accounting policies are included herein
and elsewhere in this prospectus and include accounting policies respecting, among others, loss per share. cash and cash
equivalents, foreign currency translation. income taxes, fair value of financial instruments, risk management, asset
retirement obligations, deferred costs and variable interest entities. The accounting estimates considered to be significant
10 the Company include estimates regarding the carrying values of mining claims and deferred exploration costs,

Management reviews the carrying values of its mining claims when events or circumstances change to determine
whether an impairment should be recognized. Capitalized costs in respect of the Company's mining claims were
US$20.334,911 as at June 30, 2007,

Off-Balunce Sheet Arrangements

The Company has not entered into any ofi-balance sheer arrangements such as guarantee contracts, contingent
interests in assets transferred to unconsolidated entities, derivative financial obligations, ar with respect to any obligations
under a variable interest equity arrangement.
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Financial Instruments

The Company’s financial instruments consist of cash and cash equivalents of highly liquid investments that are
readily convertible inlo cash with maturities of three months or less when purchased.

The Company operates in the United States, which gives rise to significant exposure 1o market risks from changes in
foreign currency rates. The financial risk is the risk to the Company’s operations that arises from fluctuations in foreign
exchunge rates and the degree of volatility of these rates. Currently, the Company does not use derivative instruments to
reduce its exposure to foreign currency risk.

QOutlook

For the coming year. the Company’s priorities are to complete the QOffering, becoime a listed company on a Canadian
stock exchange, and to complete its proposed exploration program, including metallurgical drilling, in-till drilling,
environmenta]l work and road development at its LIK property.

DIVIDEND POLICY

There are no restrictions in the Company’s constating documents that would restrict or prevent the Company from
paying dividends. However, it is not contemplated that any dividends will be paid on Common Shares in the foresecable
future, as it is anticipated that all available funds will be reinvested in the Company to finance the growth of its business.
Any decision to pay dividends on Common Shares in the future will be made by the board of directors on the basis of the
earnings, financial requirements and other conditions existing at such time and will be subject to any restrictions imposed
by the terms of any debt facilities or other contractual obligations of the Company.

DESCRIPTION OF SHARE CAPITAL

The Company ix authorized to issue an unlimited number of Common Shares and an unlimited number of special
voting shares {"Special Voting Shares”). issuable in series. Asof @ 2007 there were 5.351,571 Common Shares
and 22,775,900 Special Voting Shares issued and outstanding. After giving effect to the Offering, there wiilbe @
Common Shares issued and owstanding after providing for the exercise of the 11,300,000 outstanding 2006 Special
Warrants and the 11,475,900 outstanding 2007 Special Warrants, In addition. as of @ | 2007, there were 906,400
issued and outstanding 2006 Broker Special Warrants and 573,795 issued and outstanding 2007 Broker Special Warrants
{euch Broker Special Warrant is indirectly exercisable for one Common Share, as described under “Prior Sales of
Common Shares — Special Warrant Financings™).

Common Shares

Each Common Share entitles the holder to receive notice of any meetings of shareholders of the Company. to attend
and to cast one vote per Common Share at all such meetings, Holders of Common Shares do not have cumulative voting
rights with respect to the election of directors and, accordingly, holders of a majority ot the Cominon Shares entitled to
vote in any election of direciors may elect all directors standing for election. Holders of Common Shares are entitled to
receive on a pro-rata basis such dividends. if any. as and when declared by the board of directors at its discretion from
funds legally availuble therefore and. upon the Tiquidation. dissolution or winding up of the Company, are entitled to
receive on a pro-rata busis the net assets of the Company after payment of debts und other liabilities, in each case subject 1o
the rights. privileges, restrictions und conditions attaching to any other series or class of shares ranking in priority to. or
equally with. the holders of Common Shares with respect to liquidation, dissolution or winding up. The Commaon Shares
do not carry any pre-emptive, subscription, redemption or conversion rights, nor do they contain any sinking or purchase
fund provisions.

Special Warrants

Each 2006 Special Warrant is exercisable, for no additional consideration, for one Common Share (subject to
adjustment as described below) at any time until an automatic exercise date of the earlier of (i) the date of completion by
the Company of a Liquidity Event (as defined below) and (ii) December 20, 201 | (being the fifth anniversary of the issue
of the 2006 Special Warrants), Any 2006 Special Warrants not exercised by such date will be automatically exercised on
such date.

Each 2007 Special Warramt is exercisable, for no additional consideration. tor one Cominon Share (subject 1o
adjustment as described below) at any time until an automatic exercise date of the earlier of (i) the date of completion by
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the Company of a Liquidity Event and (ii} June 28, 2012 (being the fifth anniversary of the initial issue of the 2007 Special
Warrants). Any 2007 Special Warrants not exercised by such date will be automatically exercised on such date.

For purposes of both the 2006 Special Warrants and the 2007 Special Warrants. a "Liguidity Event” means the
completion by the Company of either (i) a distribution to the public of Common Shares pursuant to a prospecius and the
concurrent listing of the Common Shares on a recognized Canadian exchange or (ii) another transaction as a result of
which all outstanding Commaon Shares, or securities of another issuer issued in exchange for all outstanding Common
Shares. are traded on u recognized Canadian exchange and are freelv tradable (subject to any applicable control block
restrictions). The completion of this Offering would constitute a Liquidity Event. such that all ouistanding Special
Warrants will be automatically exercised upon the closing of this Otfering,

In addition to customary adjustments for subdivisions, consolidations or other such changes in the Common Shares,
the Special Warrants provide for the following adjustments to the exchange ratio (currently one Common Share per
Special Warrant) for the Special Warrants:

{a) In the event that the Company does not complete a Liquidity Event by the applicable deadline. the Special
Warrants of the subject class will hecome subject to a conversion rate increase of a further 0.1 Commaon Shares
effective as of the deadline date and thereafter a further 0.1 Common Shares for each month prior to
completion of a Liquidity Event. The deadline for each class of Special Warrants is the first anniversary of its
initial issue date (being December 20, 2007 in respect of the 2006 Special Warraats, and being June 28, 2008 in
respect of the 2007 Special Warrants).

{by The Special Warrants entitle the holders to be issued additional Common Shares upon exercise of the Special
Warrants if the Company issues Common Shares, or securities convertible {or exchangeable or exercisable) for
Common Shares ar an issue price (or having a conversion or exercise price) which retlects an effective
acquisition price per Common Share which is less than the price paid under the subject Special Warrant
offering (being US$1.00 per Special Warrant in respect of the 2006 Special Warrants. and being US$1.75 per
Special Warrant in respect of the 2007 Special Warrants) (as applicable, the “Dilutive Offering Price™), with
the number of additional Commeon Shares to be such that, after giving effect to the issue of such additional
shares, the effective acquisition cost per Common Share underlying the subject Special Warrants will be equal
to the Dilutive Offering Price.

In addition to the rights of the holders of the Special Warrants as described above, concurrently with the issue of the
2006 Special Warrants. and subsequently concurrently with the issue of the 2007 Special Warrants, certain principal
sharcholders of the Company entered into investor rights agreements under which the following rights have been provided
to the holders of the Special Warrants until such time as the Company completes a Liguidity Event:

{a) restrictions on transfer and “tag along™ rights with respect to any proposed sales of equity securities of the
Company by any of the principal shareholders;

(b) “piggyback registration rights” in respect of any Canadian prospectus or U.S. registration statement to be filed
by the Company; and

(¢}  rights to such {inancial statements as would be required to be publicly filed if the Company were a “reporting
issuer” in Canada.

Special Voling Shares

As part of the offerings of the 2006 Special Warrants and the 2007 Special Warrants. the Company issued an
agpregate of 22,875,900 Special Voting Shares to the purchasers of the Special Warrants, being one Special Vating Share
per Special Warrant issued. Each Special Voting Share entitles the holder thereof to a nunber of votes at any meeting of
holders of Common Shares equal to the number of Common Shares which may then be obtained upon the exchange of the
Special Warrant 1o which the Special Voting Share relates, With respect to any written consent sought from the holders of
Common Shares. each vote attached to the Special Voting Share will be exercisable on the same basis as set forth above.
The purpose of the Special Voting Shares is solely to provide to the holders thereof the sume voting rights they would have
had if they directly acquired the Common Shares underlying the Special Wamrants which they purchased.

The Special Voting Shares do not entitle the holders to receive any distributions from the Company or any of the net
assets of the Company in the event of a termination or winding-up of the Company. Any Special Voting Shares acquired by
the Company will immediately cease to represent an entitlement to vote at meetings of shareholders. A Special Voting
Share is not transterable separately from the Special Warrant to which it relates. and a Special Voting Share will
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automatically be transterred upon a permitted transfer of the related Special Warrant. Special Voting Shares are evidenced
only by the certificates representing the associated Special Warrants and will be cancelled upon the exchange of the
related Special Warrants for Cominon Shares.

Except for the right to be counted towards a quorum and to requisition. vote at. und receive materials for, meetings of
the holders of Common Shares, the Special Voting Shares do not confer upon the holders thereof any other rights.

All rights of a holder of Special Warrants to exercise votes attached to Special Voting Shares will cease upon the
exchange of all such holder’s Special Warrants for Common Shares and, accordingly, the Special Voting Shares will be
cancelled upon the closing of the Otfering and upon the exchange of the related Special Warrants for Common Shares,

CONSOLIDATED CAPITALIZATION

The fellowing table sets forth the consolidated capitalization of the Company as at December 31. 2006 and as at
June 30, 2007, and as at June 30. 2007 after giving effect to the Offering.

As ot
June 30, 2007
As at As at after giving effect to the
December 31, 2006 June 30, 2007 Offering!'*®
Long-TermDebt. ....................... nil nil nil
Common Shares . .. ..................... US$5.000 US$205.000 Uuss e
(5,000,000 5,200,000 ( @
Common Shares) Common Shares) Common Shures)‘”
Special Warrants. . .. ..... ... ... ... US$10,048.475 US$26,816,479 nil™
(11,400,000 2006 (11,300,000 2006
Special Warrants) Special Warrants (nfa}
and 10.654,400 2007
Special Warrants)
Contributed Surplus .. ......... ... .. ..... US$319,983 US$649,095 US$649,095
Deficit ...... .. ... ... ... .. US$(157.446) USS(175.441) US$(175,441})
Total Capitalization. . ... ................ US$10,216.012 US$27,495.133 Uss e

Notes:

(1) Daoes not assume any exercise of the Over-Allotment Option, any Broker Special Warants, or any Yroker Warrants (as defined below under “Prier
Sales of Common Shares — Special Warrant Financings™).

¢2)  Reflects the net proceeds of the maximum Offering after deducting the Agents’ Fee of Cdn,$ @ and the expenses of the Offering estimated to be
Clns @ .

¢3)  Includes the issuance of @ Common Shares pursuant to the Oftering, the issuance of 151,571 Common Shares issued pursuant to a private
placement on Auguost 27, 2007, the exercise of the 11, 3KLOM0 2006 Special Warrants and the 11,475,900 2607 Special Warrants for a towal of
22775900 Common Shares.
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OPTIONS TO PURCHASE SECURITIES

The Company has granted a number of options (“Options™} giving holders the right to purchase Common Shares in
the future. The following is a summary of Options which have been granted to directors, officers. employees or
consultants as of ® . 2007, which are to be exercisable, in whole or in pan, subject to the terms of Option
agreements which include vesting as to one-third (%) of the Options on each of 90 days, 12 months. and 18 months after
the listing date of the Common Shares on the TSX;

Class of Optionee Number of Shares Date of Initinl Expiry  Market Price at
{(Number of Optionecs in Class) Under Option Grant Exercise Price Date Itate of Grant
(CDNS) (CDNS) (CDN§)

Executive officers and past Executive

officers as a group (5 persons) . .. 2,050,000 September 18, 2007 ) Y ®
Directors and past directors (who are

not also executive officers) as a

aroup (3 persons) . ............ 700000  September 18. 2007 [ th ]
Employees and past employees of

the Company and its Subsidiary

(excluding executive officers) as

group (1 person}. ............. 25.000 September 18, 2007 ® h ®
Total — All Options. . ........... 2,775.000
Notes:

(1 The expiry date will be five years from the listing date of the Common Shares on the TSX.

PRIOR SALES OF COMMON SHARES

No Common Shares have been issued by the Company since incorporation except as set out in the tollowing table.

Agpregate Number and Price Per
Date of [ssuance or Sale Description of Transaction Type of Shares Issued Common Share
December 18,2006 .......... Private Placement 5.000,000 Common Shares US$0.001
February 18,2007 . .......... Subscription 100,000 Common Shares US$1.00
January 21,2007 .. ... ..., .. Issued upon exercise of 100,000 100,000 Common Shares US$1.00
2006 Special Warrants
August 27,2007, ... ... ... .. Private Placement 151,571 Common Shares USSI1.75

Special Warrant Financings

The Company completed a private placement on December 20, 2006 issuing a total of 11,400.000 2006 Special
Warrants at US$1.00 per special warrant for gross proceeds of US$11.400,000. See “Description of Share Capital”. The
Company also issued a total of 906.400 2006 Broker Special Warrants and paid an 8% commission (US$906.400) to the
agent and legal fees (US$125,142) for wial offering costs of US$1,031,542 and net proceeds of US$10,368.458. The
proceeds of such private placement were held in escrow subject to conditions which included, among other things. that the
Company be in a position to enter into the Exploration and Option Agreement. Such escrow conditions were satisfied, and
the proceeds of the private placement were released. on February 26, 2007.

Each 2006 Broker Special Warrant is exercisuble for one warrant (a 2006 Broker Warrant™) for no additional
consideration {and will be automatically exercised for 2006 Broker Warrants at the sume time as automatic exercise of the
2006 Special Warrants, as described under ~Description of Share Capital™), Each 2006 Broker Warrant is exercisable for
one Commaon Share until the later of June 20. 2008 and the six-month anniversary of the completion of a Liquidity Event
(as defined for the purposes of the Special Warrants under “*Description of Share Capital™) at an exercise price of US$1.00
per share.

The Company completed the first tranche of a private placement on June 28, 2007, issaing 10,654,400 2007 Special
Warrants at a price of US$1.75 per special warrant for gross proceeds ot US$18.645,200. The Company also issued

532,720 2007 Broker Special Warrants with a fair value of US$326,112 and paid a 7% commission in the amount of
US%$1.305,164 10 the agent, US$142.920 in legal tees and other costs for total cash offering costs of US$1.448.084 and net
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proceeds of US$17.197,116. The proceeds of such private placement were held in escrow and released concurrently with
the completion (and in order to allow the completion) of the Company’s acquisition of GCO's entire 50% interest in the
LIK property and the LIK Block Agreement.

The Company completed the sccond tranche of the private placement on July 5. 2007, issuing a turther 321,500 2007
Special Warrants at a price of US$1.75 per special warrant for gross proceeds of US$1 437,625 and a further 41,075 2007
Broker Special Warrants with a fair value of US$71,882. In respect of such tranche, the Company paid a further 7%
commission in the amount of US$100,634 and US$2,500 in legal fees for total cash offering costs of USS103,134 and net
proceeds of US$L,334.491,

Each 2007 Broker Speciul Wanant is exercisable for one warrant (a *2007 Broker Warrant”, and together with the
2006 Broker Warrants, the "*Broker Warrants™) for no additional consideration (und will be amtomatically exercised for
2007 Broker Warrants at the same time as automatic exercise of the 2007 Special Warrants occurs, as described under
“Description of Share Capital”). Each 2007 Broker Warrant is exercisable for one Common Share until the later of
December 28, 2008 and the six-month anniversary of the comnpletion of a Liguidity Event at an exercise price of US$1.75
per share.

In the event that the Company does not complete a Liguidity Event by the applicable deadline, the Broker Special
Warrants of the subject class will become subject to an exercise rate increase of a further ().1 Common Shares per Broker
Special Warrant effective as of the deadline date and thereafter a further .1 Common Shares for each month prior w
completion of a Liquidity Event. The deadline for each class of Broker Special Warrants is the first anniversary of its
initial issue date (being December 20, 2007 in respect of the 2006 Broker Special Warrants and June 28, 2008 in respect of
the 2007 Broker Special Warrants), The completion of this Offering would constitute a Lignidity Event, such that all
outstanding Broker Special Warrants will be automatically converted into Broker Warrants upon the closing of the
Offering.

PRINCIPAL SHAREHOLDERS

To the best of the knowledge of the directors and executive officers of the Company. the following table sets forth the
shareholdings of those persons who, prior to giving effect to the Offering, were the direct or indirect beneficial owners of,
or will exercise control or direction over 10% or more of the owstanding Common Shares:

Percentage of Class

Prior to Giving Percentage of Class
Effect to the After Giving
Name of Shareholder  Designation of Class Type of Owaership  Number of Shares Offering' " Effcet to the (MTering
Gil Atemon . .. .. Common Shares Beneficial and 3,530,000 12.55% o
Indirect™
Michael Steeves. . Common Shares Beneficial and 1,112,500 3.95% ®
[nirect™

Notes:

(1) Includes 3.036.000 Common Shares held direetly and 500.000 Commeon Shares held indirectly through Sidney Atzmon. Thaddeus Atzmon and
Zazw Exploration, Inc.. a private mineral exploration company, This amomn does not include 800,000 Commuon Shares issuable to Mr. Atzmon
wpon exercise of his Options.

(2)  Includes 912,500 Common Sharcs held directly and 200,000 Common Shares held indirectly through Melissa Muy Steeves and Warnen Michael
Steeves. This amount does net include 350,000 Common Shares issuable to Mr. Steeves upon excrcise of his Options,

(3)  After giving effect to the issvance. for no further constderation, of the 22,775,900 Common Shares issuable upon the exchange of 22.775.900
outstanding Special Warrants.

ESCROWED SECURITIES

In accordance with National Policy 46-201 — Escrow fur Initial Public Offerings (“"NP 46-2017), all commaon shares
of an issuer owned or controlled by its principals are required to be placed in escrow at the time of the issuer’s initial public
oftering, unless the shares held by the principal or issuable to the principal upon conversion of convertible securities held
by the principal collectively represent less than 1% of the voting nights attaching to the total issued and outstanding
securities of the issuer after giving effect to the initial public oftering. At the time ot an initial public offering, an issuer is
classified for the purposes of NP 46-201 escrow as either an “exempt issuer”, an “established issuer™ or an “emerging
issuer™. Uniform terims of automatic timed-release escrow apply to the principals of issuers carrying out initial public
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offerings, differing only according to the classification of the issuer. The Compuany will be classitied as an “established
issuer”,

The following Common Shares (the “Escrowed Shares”) are held by and are to be subject to the terms of an
agreement to be dated the Closing Date between the Company, the holders of Escrowed Shares and Olympia Transfer
Services Inc. as escrow agent (the “Escrow Agreement”):

Pereentage of

Percentage of Issucd Shares if
Issued Shares on the Over-Allotment

Numbet of Completion of the Option is exercised
Name Commeoen Shares Offering"’ in full
Gil Atzmon . ... e 3,530,000 ® ®
Michael A. Steeves. . .. .. .. .. 1.112,500 ® &
Kerry O. Beamish .. .. .. ... . o 35,000 ® @
Joe ML Britton . .. ... .. 100,000 @ @
Mark L. Greenwald .. ... ... ... ... ... ... ... ...... 100,000 ® ®
Dennis H. Peterson. . .. ... oo e e iene e 100.000 ® L
Notus:

(1) After giving ettect to the issuance, for no further considerarion, of the 22,775,900 Common Shares issuable upon the exchange of 22,775,900
owtstanding Special Warrants,

Pursuant to the terms of the Escrow Agreement, unless expressly permitted by the Escrow Agreement, the Escrowed
Shares may not be sold, transferred, assigned, momigaged or traded in any way while in escrow. 253% of the Escrowed
Shares will be released from escrow on the date on which the Common Shares are listed on the Exchange (the ““Listing
Date™) and each of the six, twelve and eighteen month anniversaries of the Listing Date. The Conimon Shares which are
held in escrow immediately following the Listing Date will represent @®% of the issued shares immediately following the
Offering and @% if the Over-Alloiment Option is fully exercised.

Pursuant (o the terms of the Escrow Agreement. the securities of the Company held in escrow may he transferred
within escrow to an individual who is a director or senior officer of the Company or of a material operating subsidiary of
the Company, subject to the approval of the Company’s board of directors, or 10 & person or corporation that before the
proposed transfer holds more than 20% of the voting rights attached to the Company’s outstanding securities, or to a
person or corporation that after the proposed transfer will hold more than 10% of the voting rights attached to the
Company’s outstanding securities and that has the right 1o elect or appoint one or more directors or senior officers of the
Company or of any of its material operating subsidiaries.

Pursuant to the terms of the Escrow Agreement. upon the bankruptey of a holder of Escrowed Shares, the Escrowed
Shares may be (ransferred within escrow to the trustee in bankruptey or other person legatly entitled 1o such securities.
Upon the death of a holder of Escrowed Shares, all securities of the deceased holder will be releused from escrow to the
deceased holder’s legal representative,

DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth the nume, municipality of residence. position held with the Company, principal
occupation and number of Conunon Shares held by euch person who will be a direcior and/or an executive officer of the
Company as at the closing of the Oftering.

Name and Municipality
of Residenve

Gil Atzmon . ... ...
San Antonio, Texas

Michael A. Steeves. .
Vancouver, British
Columbia

Paosition with the
Company
Chuirman, Chief
Executive Ofticer and
Director

President, Chief
Operating Officer and
Director

Common Shares of

Principal Occupation Date of Appointment the Company Held
Founder, Chairman November 29, 2006 3.530,000""
angd Chief Executive
Officer of the
Company
President and Chief November 29, 2006 1.112,500"

Operating Officer of
the Compuny

()
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Name and Municipality Puosition with the Commun Shares of

of Residence Company Principal Occupation e of Appointiment the Company Held
Kerry O. Beamish . .. Chief Financial Chief Financial November 29, 2006 35.000
Surrey, British Oiticer Ofticer of Alto

Columbia Ventures Lid.,

Brazilian Diamonds
Limited and Forum
Uranium Corp.
Joe M. Britton . .. .. Vice-President Vice-President September 18, 2007 100.000
Exploration Exploration and
principal geologist
for the LIK property

Mark L. Greenwald. . Vice-President und Vice-President and July 19, 2007 100,000
San Antonio, Texas General Counsel General Counsel of

the Company
Bryan Morris ... ... Director Chief Financial July 19, 2007 nil
Vancouver, British Officer of Andean
Columbia American and

Sinchao Metals
Dennis H. Peterson .. Director Lawyer November 29, 2006 100.000
Toronto, Ontario
Paul F. Saxton ... .. Director Chief Executive July 19, 2007 nil
Furry Creek, British Ofticer and President
Columbta of Lincoln Gold

Corp. and Chairman
and Chief Operating
Officer of Pinnacle
Mines Ltd.

Notes:
(1y  Includes 3,030,000 Common Shares held divectty and 500,000 Common Shares held indirectly through Sidney Atzmon, Thaddeus Atzmon and
Zazu Exploration, Inc. Also inchedes 20,000 Special Warrams,

2y lIncludes 912,500 Common Shares held dicectly and 200,000 Common Shires beld indirectly through Melissa May Steeves and Warren Michel
Steeves.

Immediately after the closing of the Offering, and assuming the exercise of all issued and outstanding Special
Waurrants, the directors and executive officers of the Company. as a group, will beneficially own, directly or indirectly, or
exercise control or direction over @ Common Shares. representing approximately @% of the Common Shares
outstanding before giving effect to any exercise of the Over-Allotment Option or Broker Warrants.

Additional biographical information regarding the directors and executive officers of the Company is provided as
follows:

Board of Directors and Officers

The following is biographical information relating to each of the directors and officers of the Company. The directors
of the Company shall be elected at each annual general meeting of shareholders of the Company held 10 elect directors,

Git Atzmon: Mr. Atzmon is the founder, Chainnan. Chief Executive Officer and a Director of the Company.
Mr. Atzmaon has over 20 years’ experience in the mineral resources sector. His career has included positions as a mining
executive, investment banker, mining fund manager and geologist, Mr. Atzmon has participated in many global
exploration and mining projects and has successtully arranged financing for the exploration and development of several
mineral properties. In 2001 and 2002, Mr. Atzmon acted as Vice President. Corporate Development of Ivanhoe Mines Lid,
In 2000 and 2001. Mr. Atzmon served as a global energy and mining specialist in institutional equity and sales for BNP
Paribas. From 1998 to 2000, Mr, Atzmon was Chief Investment Strategist and Portfolio Manager for US Glohul Investors.
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Inc. Mr. Atzmon holds a Bachelors degree in Geology and Geography from Columbia College, Columbia University and
obtained a Master Degree in Energy and Mineral Resources from the University of Texas at Austin. Texas.

Michael A. Steeves: Mr. Steeves is the President, Chief Operating Officer and a Director of the Company.
Mr. Steeves has been employed in the mining industry for over 40 years including employment as a mining analyst with a
number of Canadian investment firms and as a geologist for senior mining companies in Canada and the United Stares.
Since 2006, Mr. Steeves has been a director and chairman of the audit committees of the following public companies:
Augusta Resource Corporation, Forum Uranium Corp.. Sargold Resource Corporation, Wildcat Silver Corporation and
Ventana Gold Corp. He is a former director and chairman of the board of Franc-Or Resource Corporation. From 2002 to
2005, Mr. Steeves acted as Vice President of Investor Relations for Glamis Gold Ine. and was Director of Investor
Relations for Couer D" Alene Mines. Homestake Mining Company and Pegasus Gold Inc. Mr. Steeves holds Bachelor of
Science (Geology) and Masters of Science (Earth Sciences) degrees from the University of Manitoba. He also holds the
Canadian Securities Course/Registered Representative designation and Chartered Financial Analyst designation. From
1992 to 1994, Mr. Steeves received Chartered Financial Analyst Certificates of Achievement.

Kerry O. Beamish: Mr. Beamish is the Chief Financial Officer of the Company. Mr. Beamish is also currently the
Chief Financial Officer of three Canadian publicly traded companies: Alto Ventures Lid, (since October 2005). Brazilian
Diamonds Limited (since March 2006} and Forum Uranium Corp. (since October 2005), Mr. Beamish was granted a
Certified General Accountant (C.G.A.) designation in Ontario and British Columbia in 1990, Mr. Beamish holds a
Bachelor of Business Administration from Simon Fraser University.

Joe M, Britton: Mr. Brition is the Company’s Vice President Exploration and principal geologist for the LIK
property. He has over 35 years of mineral exploration and development experience, principally in Alaska, This experience
includes direct field responsibility and supervisory roles in nearly all aspects of the LIK project since 1978. In addition to
his experience with the LEK project he has also been involved in the execution and management ot several regional
exploration projects in Alaska and o variety of general mineral assessments ranging from regional to property specific
projects in Alaska, the western United States and Costa Rica. He has substuntial experience with governmental, lind
ownership, regulatory, environmental and social issues in Alaska as they relate to mineral exploration and development
projects. His yeurs in the minerals business have included employment by several mining and minerals companies and
since 1989 he has been a consulting minerals geologist, Mr. Britton holds a Bachelor of Science (Geology) and a Master of
Science (Geology) from the University of Alaska-Fairbanks.

Mark L. Greenwald: Mr. Greenwald is Vice President and General Counsel of the Company. Mr. Greenwald is a
lawyer admitted 1o practice in al} Federal and State District Cournts in Texas, the Federal Northern District of Georgia, the
State Bar of Alaska, U.S. Federal Coun of Claims, U.S. Count of Appeals for the Fifth Circuit and the Federal Circuit, and
the U.S. Supreme Court. Mr. Greenwald was called 1o the bar in Texus in 1985, He obained his Buchelor of Arts from
Brooklyn College. City University of New York and his Juris Doctor from South Texas College of Law. He has served as
an Assistant District Anormey in Bexar County Texas, Deputy Section Chief for the Resolution Trust Corporation-
Professional Liability Section (US Treasury Dept), Chairman of Panel 10B5 Grievance Comymittee on Lawyer Discipline,
Special Prosecutor for the State Bar of Texas-Attorney Discipline, and Special Prosecutor to the Texas Commission on
Judicial Conduct.

Bryan Morris: Mr. Morris is an independent director of the Company. Mr. Morris worked for Teck Cominco
Limited as Vice President, Business Development and was responsible for identitying, evaluating and negotiating
acquisitions, primarily in the zinc business, until August 2003, Prior to that appointment he was Vice President, Finance
and director of Cominco Resources Tnternational Ltd., the stock exchange listed international exploration arm of Coninco
L.td.. and had held senior positions in Teck Cominco Limited’s finance organization. During his career with Teck Continco
Limited. Mr. Morris also served as a director of several subsidiary and associated companies. Mr. Morris is currently a
director and Chief Financial Officer of Andean American Mining Corp. (since July. 2005} Sinchao Metals Corp. {since
December, 2006) and Inca Pacific Resources Inc. (since February, 2004), all publicly wraded compunies. He is also a
director of the following Canadian publicly traded companies: Mediterranean Resources Ltd.. Animas Resources Lid.
and. until late August 2007, a director and Chief Financial Officer of Morgain Minerals Inc. (since May, 2005). He is a
Fellow of the Chartered Institute of Management Accountanis (United Kingdom).

Dennis H. Peterson: Mr. Peterson is a director of the Company. Mr, Peterson is a securities lawyer and the principal
of Peterson Law Professional Corporation. a Toronto-based securities law boutique focusing on resource companies.
Mr. Peterson was called to the Bar of Ontario in 1988, In the past five years, Mr. Peterson has served in the tollowing
capacities for the following public companies: director, Seven Clans Resources Inc. (2001 to 2003), a predecessor to
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Gammon Lake Resources Inc,; director, Frane-Or Resources Corporation (1996 to 2006); director, Probe Mines Limited
(2001 to 2006); Secretary, Liberty Mineral Exploration Inc. (2003 to 2005): Secretary, Nayarit Gold Inc. (2005-2006);
President and director. Consolidated Ophir Ventures Inc. (2004 1o 2006}, a predecessor to CIC Energy Corp.; President
and director, Denroy Resources Corporation (2005 to 2007). a predecessor 1o Nevoro Inc.; director. EM Resources Inc,
{2005 (o present); President and director, Canadian Baldwin Resources Limited (2003 to 2006), a predecessor to Aura
Minerals [nc.; and President and director, GGD Resources Inc. (2006 to present). Mr. Peterson holds a Bachelor of
Commerce (Honours) degree from Queen’s University and a Bachelor of Laws degree from the University of Toronto.

Paul F. Saxton: Mr. Saxton is an independent director of the Company. He is o mining engineer who has been active
in the mining industry since 1969, holding various mining positions including mining engineer, mine superintendent and
executive positions for several Canadiun mining companies. Most recently these include exeeutive positions at Lincoln
Gold Corp. (President and Chief Executive Ofticer, April 2004 to present), Pinnacle Mines Ltd, (Chairman and Chief
Operating Officer. June 1995 to present). Doublestar Resources Lid. (Chairman and Chief Operating Ofticer. January
2001 to July 2005). Standurd Mining Corporation {President, June 1997 1o July 2005) and Viceroy Resources Corp.
(President, May 1996 to February 1998). Pinnacle Mines Ltd., Doublestur Resources Lud. and Standard Mining
Corporation are all publicly traded companies. [n addition to holding & Buchelor of Science (Engineering) degree from
Queen’s University, Mr. Saxton also earned a Master of Business Administration from the University of Western Ontario.

Corporate Cease Trade Orders and Bankruptcies

To the Company’s knowledge. other than as set out below, none of the directors or officers of the Company or a
shareholder holding sufficient securities of the Company who could materially affect the control of the Company. is. or
has been within the ten years before the date of this prospectus, a director or officer of any other company that, while such
person was acting in that cupacity, was the subject of a cease trade or similar order, or an order that denied such company
geeess to any statwiory exemptions under Canadiun securities legislation, for 4 period of more than 30 consecutive days, or
became bankrupt, made a proposal under any legislation relating to bankruptey or insolvency or was subject to or
instituted any proceedings, arrangements or compromise with creditors or had a receiver. receiver manager or trustee
appointed to hold the ussets of that company.

Bryan Morris, as Chief Financial Officer of Andean American Mining Corp. is subject to a cease trade order issued
by the British Columbia Securities Commission on August 2, 2007 tor that company’s failure to file timely technical
reports. Andean Amencan Mining Corp.’s shares have been cease traded until the company re-files a 2006 technical report
on its Invicta gold, silver and copper property, located in west-central Peru.

Penalties and Sanctions

To the Company’s knowledge. none of the directors or officers of the Company or a shareholder holding sufficient
securities of the Company who could materially affect the control of the Company, has been subject to any penalties or
sanctions imposed by a court relating to Canadian securities legislation or by a Canadian securities regulatory authority or
has entered into a settlement agreement with a Canadian securities regulatory authority or been subject to any other
penalties or sanctions imposed by a court, or regulatory body that would likely be considered important to a reasonable
investor in making an investment decision,

Personal Bankrupicies

To the Company’s knowledge. none of the directors or officers of the Company or a shareholder holding sufficient
securities of the Company to affect materially the control of the Company. or a personal holding company of any such
persons has, within the ten years before the date of this prospectus been bankrupt, made a proposal under any tegislation
relating to bankruptey or insolvency or been subject to or institwted any proceedings. arrangement or compromise with
creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of the director or officer.

Conflicts of Inferest

The Company's directors and officers are required by law to act honestly and in good faith with a view to the best
interests of the Company. Subject to any limitations in the Campany’s constating documents, no agreement or transaction
would be void or voidable only because it was made between the Company and one or more of its directors or by reason
that such director was present at the meeting of directors that approved such agreement or transaction or that the vote or
consent of the director s counted for the approval of such agreement or transaction. Subject to any limitations or
provisions to the contrary in the constating documents of the Company, in order for an agreement or transaction between
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the Company and one or more of its directors to be valid, the relevant director or directors must disctose in good faith his or
their interests in such agreement or transaction to the other directors not having a conflict of interest {or a sufficient
number of directors to carry the resolution without counting the votes of the interested director(s)) und such other directors
must vote in favour of the agreement or transaction. If all of the directors have a conflict of interest. the agreement or
transaction must be authorized, approved or ratified by a resolution of shareholders in order to achieve stututory validity.
An agreement or transaction between a director and the Compuny will be valid unless it can be shown that, at the time the
agreement or transaction was authorized, it was untairly prejudicial to one or more shareholders or the creditors of the
Company. In appropriate cases. the Company will establish a special committee of independent directors to review a
mutter in which several directors. or management, may have a contlict.

To the best of the Company’s knowledge. there ure no known existing potential conflicts of interest among the
Company, its divectors. officers or other members of management of the Company as a result of their outside business
interests as at the date hereot. However, certuin of the direciors and otficers and other members of management serve as
directors, officers. and members of management of other public resource companies. Accordingly, conflicts of interest
may aris¢ which could influence these persons in evaluating possible acquisitions or in generally ucting on behalf of the
Company.

The directors and officers of the Company have been advised of their obligations to act at all times in good faith in the
interest of the Company and to disclose any conflicts o the Company if and when they arise. Persons considering the
purchase of Common Shares pursuant 1o the Offering under this prospectus must appreciate that they will be required to
rely on the judgment and good faith of these persons in resolving any such conflicts of interest that may arise.

Committees of the Board of Directors

The board of directors has established the committees set forth below.

Audit Committee

The Audit Committee has been siructured to comply with Canadian Multilateral Instrument 52-110 — Audit
Committees (“MI 52-110"). The Audit Committee is comprised of Bryan Morris (Chair), Paul F. Saxton and Dennis H.
Peterson. Each member of the Audit Committee is financially literate within the meaning of MI 52-1140. In addition, each
member is independent within the meaning of M1 52-110, with the exception of Dennis H. Peterson who may not be
considered to be independent as a result of formerly acting as external Canadian legal counsel to the Company and
receiving greater than $75.000 in compensation for such services during the last 12 months,

The Audit Committee oversees the accounting and financial reporting practices und procedures of the Company. and
the audits of the Company’s financial statements. The principal responsibilities of the Audit Commitiee include:
(1) overseeing the quality and integrity of the internal controls and accounting procedures of the Company. including
reviewing the Company’s procedures for internal control with the Company’s auditor and Chief Financial Officer;
(i) reviewing and assessing the guality and integrity of the Company’s annual and quarterly financial statements and
related management discussion and analysis. as well as all other material continuous disclosure documents. such as the
Company’s annual information form: (iii) monitoring compliance with legal and regulatory requirements related 10
financial reporsting: (iv) reviewing and approving the engagement of the auditor of the Compuny and independent audit
fees; (v) reviewing the qualifications, performance and independence of the auditor of the Company, considering the
auditor’s recommendations and managing the relationship with the auditor, including meeting with the auditor as required
in connection with the audit services provided by the Company. (vi) reviewing the Company’s risk management
procedures: (vii} reviewing any significant transactions outside the Company's ordinary course of business and any
pending litigation involving the Company: and (viii} examining improprieties or suspected improprieties with respect to
accounting and other matters that affect fnancial reporting,.

Compensation and Nomination Committee

The Compensation and Nomination Committee is comprised of Paul F. Saxton (Chair), Bryan Morris and Dennis H.
Peterson. Mr. Saxton and Mr. Monis are independent within the meaning of MI 52-110.

The Compensation and Nomination Commitiee oversees the remuneration. nomination and appointment policies
and practices of the Coimpany. The principal responsibilities of the Compensation and Nomination Conunittee include:
(1) considering the Company’s overall remuneration strategy and, where information is available, verifying the
appropriateness of existing remuneration levels using external sources for comparison; (ii) comparing the nature and
amount of the Company’s directors’ and executive officers’ compensation to performance against goals set for the year
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while considering relevamt comparative information, independent expert advice and the financial position of the
Company, (iif) making recommendations to the board of directors in respect of director and executive officer
remuneration matters. with the overall objective of ensuring maximum shareholder benefit from the retention of high
quality board and executive team members: (iv) considering nominees for independent directors of the Company: and
(v) planning for the succession of directors und executive officers of the Company. including appointing, training and
monitoring senior managemen! to ensure that the board of directors and management have appropriate skill and
experience.

Corporate Governance Cominiitee

The Corporate Governance Committee is comprised of Dennis H. Peterson (Chair), Bryan Morris and Paul F, Saxton.
Mr Morris and Mr. Saxton are independent within the meaning of MI 52-110.

The Corporaie Committee oversees the Company’s approach to corporate governance matters. The principal
responsibilities of the Corporate Governance Committee include: (i) monitoring and overseeing the quality and
effectiveness of the corporate governance practices and policies of the Company: (i} adopting and implementing
corporate communications policies and ensuring the effectiveness and integrity of communication and reporting to the
Company’s shareholders and the public generally; and {iii) administering the board of directors’ relationship with the
management of the Company.

EXECUTIVE COMPENSATION

The total direct compensation for the Company’s executive officers comprises both a fixed component and an at-risk
component, The at-risk component is composed of certain incentives. The compensation program aims o ensure total
remuneration is competitive by market standards and links rewards with the short-term and long-term strategic goals and
performance of the Company. On 4 going forward busis, the board of directors will establish the remuneration of the Chiet
Executive Ofticer (the “CEQ™) on the basis of a recommendation from the Compensation and Nomination Committee,
The Compensation and Nomination Commitiee, based on the recommendation of the CEQ, will establish the
remunerations of executives reporting to the CEO. including their participation in incentive plans offered by the
Company.

Summary Compensation Table

The table below sets forth all annual and lTong-term compensation for services rendered in all capacities to the
Company for the fiscal period ended December 31, 2006 in respect of the CEO, the Chief Financial Officer (the “CFO™)
and each of the other three most highly compensated executive officers who were serving as executive officers at the end
of the fiscal year ended December 31, 2006 and whose total salary and bonus exceeded Cdn $150,000 (the "Named
Executive Officers” or “NEQs™).

Restricied
. o Securitics  Shares or
Annuat Compensation Under Restricted
NEO Name and Other Annual Option Share All other
Principal Position Year Salary Bonus Compensation Granted Units compensation
tUSS) {US$) (USS) (# shares) (USS)
Gil Atzmon . . ............... 2006 100,000 — — — —
Michael A. Steeves . .. ... .. ... 2006 50,000 — s — — —
Mark L. Greenwald™ ... ... ... 2006 — — — — — —
Joe M. Britton . . ............. 2006 10,0004 — —
Notes:

(1) Forthe period from incorportion o December 31, 2006, Mx. Atzmeon's annual salary Tor 2007 iy US$ERS.000. See “Employment und Consulting
Agreements - Consulting Agreement with Gil Atzmen™,

() Forthe period from incorporition to December 31, 2006, Mr, Steeve's anuaal salary for 2007 is US$160,000, See "Employment and Consulting
Agreements — Employment Agreement with Michae) A, Steeves™.

(3)  For the peried from incorporation 1 December 31, 2006, Mr Greenwald’™s unnual salary for 2007 is US$160,000. See "Employment and
Consuliing Agreements -—— Consulting Agreement with Murk L. Greenwald™.

(43 Forihe period from incorpormtion (6 December 31, 2006, Mr. Briton receives a comsulting fee in the amoun of USS6(0/Mhaour, See “Employment
and Consulting Agreements — Consulting Agreement with Joe M. Britton™
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Employment and Consulting Agreements

Each of the current Named Executive Officers has u formal consulting or employment agreement with the Company,
the material terms of which are set forth below.

Consulting Agreement with Gil Atzmon

On August 1, 2007, the Company entered into a five-year consulting agreement with Gil Atzmon pursuant to which
M1 Atzmon agreed fo act as Chairman and Chief Executive Officer of the Company. In consideration for his services,
Mr. Atzmon will receive an annual consulting fee of US$185.000, in addition to bonuses granted in accordance with his
achievement of the performance objectives set initially by the board of directors (and by the Compensation and
Nomination Comimnittee going forward). as well as management incentives and stock options. Mr. Atzmon is also entitled
10 be reimbursed all reasonable out-of-pocket expenses (including but not limited to travel, office expenses, and
insurance).

The Compuny may terminate the consulting agreement at any time. subject to the payment of a fee amounting to the
balance of the contract fee tor the duration of the entire contract, plus a cancellation and termination penalty equal to 40%
of that amount. In the event of a tenmination for cause. however. Mr. Atzmon shall be paid a lump sum equal to one month
of his yearly consulting fees.

Employment Agreement with Michael A. Steeves

On August 1, 2007, the Company entered into a five-year employiment agreement with Michael A. Steeves pursuant
10 which Mr. Steeves agreed to act as President and Chief Operating Officer of the Company. [n consideration for his
services, Mr. Steeves will receive an annual salary of US$160.000 and is eligible 1o receive a bonus in accordance with his
achievement of the performunce objectives set initially by the board of directors {(und by the Compensation and
Nomination Comumittee going forward), as well as management incentives and stock options. Mr. Steeves is also entitled
to the reimbursement of all reasonable out-of-pocket expenses and employment benefits.

The Company may terminate the employment agreement at any time, subject 1o the payment of a fee amounting to
the balance of the contract fee for the duration of the entire contract, plus a cancellation and termination penalty equal to
40% of that umount. In the event of a termination for cause, however, Mr. Steeves would be entitled to o lump sum equal to
one month of his yearly salury.

Consulting Agreement with Mark L. Greenwald

On August 1, 2007, the Company entered into a five-year consulting agreement with Mark L. Greenwald pursuant to
which Mr. Greenwald agreed to act as Vice President and General Legal Counsel of the Company, In consideration for his
services, Mr. Greenwald will receive an annual consulting tee of US$160,000.

With the exception of the job description and the amount of the annual consulting fee, the terms of the consulting
agreement between the Company and Mr. Greenwald mirror those of the consulting agreement between the Company and
Gil Atzmon. in terms of the bonus, the incentive stock option plans, and the termination of the agreement.

Consulting Agreement with Joe M. Britton

On August |, 2007, the Company entered into a three-year consulting agreement with Joe M. Britton pursuant to
which Mr, Britton agreed to act as Vice President of Exploration. In consideration for his services, Mr. Britton will receive
a consulting fee in the amount of US$60/hour for consulting work done on behalf of the Company. [n addition,
management incentives, stack options and/or cash bonuses will be granted in secordance with his achievement of certain
performance objectives set by the board of directors. Mr. Briiton is ulso entitled to the reimbursement of all reasonable
out-of-pocket expenses.

The Company may terminate the consulting agreement i any time, for cause or without cause, subject to a lump sum
payment of a fee amounting to three months of the contract fee from the date of termination.
Stock Option Plan

The Company has established a stock option plan in order to provide incentive compensation to directors, officers,
employees and consultants of the Company and its subsidiaries as well as to assist the Company and 1ts subsidiaries in
attracting. motivating and retaining qualified directors. management personnel and consultants. The purpose of the stock
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option plan is 1o provide additional incentive for participants” efforts to promote the growth and success of the business ol
the Company.

The stock option plan is administered by the Company’s Compensation and Nomination Comunittee, which will
designate, from time to time. the recipients of grants and the terins and conditions of each grani, in each case in accordance
with applicable securities laws and stock exchange requirements. Stock options granted under the plan are non-
transferable other than in accordance with the plan. must be exercised no later than 10 years after the date of the grant
or such shorter period as determined by the Compensation and Nomination Commiltee, and are subject o the approval of
any applicable regulatory authority. All options will terminate on the earlier of the expiry of their term and the date of
termination of an optionee’s employment, engagement or positton, if terminated for cause: otherwise, they will terminate
90} days following termination,

Unless the Compensation and Nomination Committee determines otherwise, stock options issued by the Company
are subject (o a vesting schedule as follows: %4 after 90 days: % upon the first anniversary of grant; and ' upon the 18
month annjversary of grant, The maximum number of Common Shares to be reserved for issuance to insiders of the
Company upon the exercise of stock options granted under the plan may not exceed H)% of the number of outstunding
Common Shares at any given time. The maximum number of Common Shares that may be granted to any individual
within a twelve month period cannot exceed 5% of the number of outstanding Common Shares. The number of Comimon
Shares available for issuance upon the exercise of stock options granted under the plan wilt be equal to 10% of the number
of issued and outstunding Common Shares at a given time.

Remuneration of Directors

The Company remunerates its directors, on an anral basis, as follows: (i) the Chairman of the board of directors who
is not an executive officer receives a base fee of Cdn.$15,000; and (ii} each other director receives a base fee of
Cdn.$12.000 per year. In addition, ail directors are entitled to be reimbursed for reasonable expenses (including travel)
incurred in connection with the attendance of committee or directors’ meetings.

Directors (other than the Chairman) who chair a committee are entitled to additional compensation as tollows:
(1) Cdn.$10.000 to chair the Audit Committee: (it) Cdn.$5.000 to chair the Corporate Governance Commitice; and
{(i1i) Cdn.3$5.000 to chair the Compensation and Nomination Committee.

The directors who are also employees of the Comipany (or any of its subsidiaries} do not receive any compensation
for serving as directors.

INDEBTEDNESS OF DIRECTORS AND SENIOR OFFICERS

None of the Company s directors, executive officers or senior officers, nor any associate of such director. executive
officer or senior officer 1s indebted to the Company or has been the subject of a guaruniee, support agreement, letier of
credit or similar arrangement or understanding provided by the Company or any of its subsidiaries.

PLAN OF DISTRIBUTION

Pursuant to the Agency Agreement, the Company has appointed the Agents, as agents, to offer the Common Shares
for sale, on a best efforts basis. if, as and when issued by the Company and delivered by the Company to and accepted by
the Agents, subject to the terms and conditions contained in the Agency Agreement. The Offering Price was determined
based on negotiations with the Agents. The Agents will receive a fee of 7% of the aggregate gross cash proceeds received
from the sale of the Common Shares. The Agents may form a sub-agency group including other qualified investment
dealers and determine the fee payable to the members of such group, which fee will be paid by the Agents and not the
Company.

The obligations of the Agents under the Agency Agreement are conditional and may be terminated at their discretion
on the basis of their assessment of the state of the financial markets and may also be terminated upon the occurrence of
certain staked events. Subscriptions for Common Shares 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.

The Company has granted to the Agents the Over-Allotment Option, exercisable in whole or in part for a period of
30 days following the closing of the Offering, to offer for sale an additiomal number of Common Shares equal to up to 15%
of the aggregate number of Common Shares sold under this Offering, on the same terms and for the same Ottering Price
set forth above, in order to cover over-allotments, if any. and for market stabilization purposes, If the Over-Allotment
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Option is exercised in full, the total “Price 10 the Public”, “Agents’ Fee” and “Net Proceeds to the Company™ will be
Cdn$ @ .Cdn.$ ® andCdn.5 @ , respectively. This prospectus qualifies the grant of the Over-Allotment Option and
the distribution of any Common Shares issued and sold upon the exercise of the Over-Allotment Option.

The Common Shares are being offered 1o the public under this prospectus in all of the provinces and territories of
Cunada. There is currently no market through which the Common Shares may be sold and purchasers may not be able 10
resell Common Shares purchased under this prospectus.

Subscriptions for Common Shares 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. Subscription funds will be returned to subscribers
without interest or deduction should the Offering not close. All funds received from the sale of the Common Shares will be
deposited and held in trust by the Agents pursuant to the terms of the Agency Agreement.

Pursuant to the Agency Agreement, the Company will agree to indemnify the Agents, their affiliates. directors,
officers, employees and agents against certain liabilities.

The Common Shares will not be registered under the U.S. Securities Act or any applicable state securities laws, and
may not be oftered or sold within the United States except in transactions exempt from the registration requirements of the
U.S. Securities Act. The Agency Agreement, however, permits the Agents to offer and sell Common Shares to certain
institutional purchasers in the United States in certain transactions that are exempt from registration under the
.S, Securities Act. In addition, until 40 days after the commencement of the Offering, an ofter or sale of Common
Shares within the United States by a dealer {whether or not participating in the Oftering) may violate the registration
requirements of the U.S. Securities Act il that offer or sale is made otherwise than in accordance with an applicable
exemption from registration under the U.S. Securities Act. This prospectus does not constitute an offer to sell or a
solicitation of any offer to buy any of the Common Shares in the United States.

With respect to the United Kingdom, this prospectus is only being and may only be distributed and directed at
(1) persons outside the United Kingdom; or (it) persons in the United Kingdom who are U.K. Relevant Persons. The
securities being offered hereunder are only available 10, and any invitation. offer or agreement to subseribe, purchase or
otherwise acquire such securities will be engaged in only with, U.K. Relevant Persons, Any person in the United Kingdom
who is not a UK, Relevant Person should not act or rely on this prospectus or any of its contents,

Pursuant to policy statememts of certain Canadian provincial securities commissions and the Universal Market
Integrity Rules, the Agents may not, throughout the period of distribution, bid for or purchase Common Shares for their
own account or for accounts over which they exercise control or direction. The foregoing restriction is subject to
exceptions, on the condition that the bid or purchase is not enguged in for the purpose of creating actual or apparent active
wading in, or raising the price of, the Common Shares. These exceptions include bids or purchases permitted under the
Universal Market Integrity Rules for Canadian Marketplaces administered by Market Regulation Services [nc. relating 10
market stabilization and passive market making activities and a bid or purchase made for and on behalf of a customer
where the order wus not solicited during the period of distribution. Subject to the foregoing, the Agents may over-allot or
effect transactions in Canada that stabilize or maintain the market price of the Common Shares at levels other than those
that might otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at any time.

Except as disclosed in this prospectus, the Company has not made nor will it make any payments in cash, securities,
or other consideration to a promoter, finder or any other person or company in connection with this Offering. The
directors, officers and other insiders of the Company may participate in this Offering.
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RISK FACTORS

Aninvestment in the Common Shares is speculative and subject 1o risks and uncertainties. The occurrence of any one
or more of these risks or uncertainties could have a material adverse effect on the value of any investment in the Company
and the business. prospects. financial position, financial condition or operating results of the Company. The risks noted
below do not necessarily comprise all those faced by the Company. A prospective investor should carefully consider these
risk factors, together with all of the other information included in this prospectus, including, without limitation. the
historical tinancial statements and accompanying notes included in this prospectus and the information contained in the
section entitled "Cautionary Statements Regarding Forward-Looking Information”. before a decision to purchase
Common Shares is made.

Exploration Stage Operations

Operations at the Company's LIK property are subject to all of the risks nonmally incidental o the exploration for and
the development of mineral properties. Mineral exploration and exploitation involves a high degree of risk, which even a
combination of experience. knowledge and caretul evaluation may not be able to avoid. Few properties that are explored
are uitimately developed into producing mines. Unusual or unexpected formations, formation pressures. fires, power
outages, labour disruptions, flooding. explosions, tailings impoundment failures, cave-ins, landslides and the inability w0
obtain adequate machinery, equipment or labour are some of the risks involved in mineral exploration and exploitation
activities. The Comipany has relied on and may continue to rely on consultants and others for mineral exploration and
exploitation expertise. Substantial expenditures are required to establish mineral reserves and resources through dnlling,
o develop metallurgical processes to extract the metal from the material processed and to develop the mining and
processing facilities and infrastructure at any site chosen for mining. There can be no assurance that commercial
quantities of ore will be discovered. There is also no assurance that even if commercial quantities of ore are discovered,
that a property will be brought into commercial production or that the funds required to exploit mineral reserves and
resources discovered by the Company will be obtained on a timely basis or at all. The commercial viability of 5 mineral
deposit once discovered is also dependent on a number of factors. some of which are the particular attributes of the
deposit, such as size, grade and proximity to infrastructure, as well as metal prices. The above factors are heyond the
control of the Company. There can be no assurance that the Company’s mineral exploration activities will be successtul.
In the event that such commercial viability is never attained. the Company may seek to transfer its property interests or
otherwise realize value or may even be required to abandon its business and fail as a “going concern™

Exploration and Operation Risks

In common with other enterprises undertaking business in the mining sector, the Company’s mineral exploration and
project development activities are subject to conditions beyond the Company’s control. The success of the Compuny will
be dependent on many factors including: the discovery and/or acquisition of mineral reserves and mineral resources; the
favourable conclusions to feasibility and other mining studies: access to adequate capital for project development and
sustaining capital: design and construction of efficient mining and processing facilities within capital expenditure
budgets; the securing and maintaining of title to tenements; obtaining permits, consents and approvals necessary for the
conduct of exploration and potential mining operations; complying with the terms and conditions of ull permits, consents
and approvals during the course of exploration and mining activities: access to competent operational management and
prudent financial administration. including the availability and reliability of appropriately qualified employees,
contractors and consultants: the ability 10 procure major equipment items and Key consumables in a timely and cost-
effective manner: the ability to access full power supply; and the ability to access road and port networks for shipment of
lead concentrate.

There can be no assurance that the Company will be able to complete development of its mineral project at all or on
time or on budget due to, among other things, and in addition to those factors described above, changes in the cconomics
of the mineral projects. the delivery and installation of plant and equipment and cost overruns, or that the current
personnel, systems, procedures and controls will be adequate to support the Company’'s operations. Should any of these
events oceur, it would have a material adverse effect on the Company’s business, financial condition, results of operations
und prospects.

Mineral Resources are IInprecise Estimates

The minerai resources figures presented herein are historical and were mmade by previous permit holders™ personnel
and independent geologists. These estimates date back to 1985, are imprecise and depend upon geological interpretation
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and statistical inferences drawn from drilling and sampling analysis, which may prove to be unreliable. In addition, the
author of the Technical Report was not able to verify the accuracy of the sampling method or the security of the samples on
the basis of which the historical resources estimates are based. There can be no assurance that these estimates are accurate,
or that this mineralization could be mined or processed profitably. If the Company encounters mineralization or
formations difterent from those predicted by past drilling. sampling and similar examinations, mineral resource estimates
may have to be adjusted in a way that might adversely affect the Company's operations. The inclusion of mineral resource
estimates should not be regarded as a representation that these amounts can be economically exploited and no assurances
can be given that such resource estimates will be converted into reserves.

Significant drilling work will have to be conducted in order to convert the historical resource estimates set out herein
into NI 43-101 mineral resources estimates. Any zinc, lead and silver exploration program entails risks relating to the
location of ore bodies that are economically viable to mine, the development of appropriate metallurgical processes, the
receipt of necessary governmental permits. licenses and consents and the construction of mining and processing facilities
at any site chosen for mining. No assurance can be given that any exploration program will result in the discovery of new
reserves or resources or that the expansion of existing resources will be successful.

Additional Funding and Dilution

If the Company’s exploration programs are successful. additional funds will be required in order to complete the
development of its properties. The only sources of future funds presently available to the Company are the sale of
additional equity capital or the entering into of joint venture arrangements or other strategic alliances in which the funding
sources could become entitled to an interest in the properties or the projects. The Company’s cupital resources are largely
determined by the strength of the junior resource market and by the status of the Company’s projects in relation to these
markets. and its ability to compete for investor support of its projects.

Issuances of additional securtties, including pursuant to the exercise of the Broker Warrants, will result in a dilution
of the equity interests of any person who may become a holder of Common Shares as a result of or subsequent to the
Offering.

In order 1o exercise the option pursuant to the LIK Block Agreement, the Company must spend the Required
Expenditure Amount prior to 2018. The Required Expenditure Amount is currently estimated to be approximately
US3$40.000,000. Accordingly. the exact amount the Company is required to spend is uncertain and the longer the duration
of time over which such expenditures are made. the greater the potential variability in this spending obligation. See
“Business of the Company — LIK Block Agreement with Teck American”.

There is no assurance that the Company will be successful in raising sufficient funds to meet its obligations or to
complete all of the currently proposed exploration programs. [f the Company does not raise the necessary capital to meet
its obligations under current contractual obligations, the Company may have to forfeit its interest in properties or
praspects earned or assumed under such contracts. In addition, if the Company does not raise the funds to complete the
currently proposed exploration programs. the viability of the Company could be jeopardized.

Permits and Government Regulation

Although the Company believes it has all of the necessary permits to carry out the proposed exploration programs.
the operations ot the Company may require licenses and permits from time o time from vanous governmental authorities
to carry out exploration and development at its projects. Obtaining permits can be a complex, time-consuming process.
There can be no assurance that the Company or its joint venture partner will be able to obtain the necessary licences and
permits on acceptable terms, in a timely manner or at all. The costs and delays associated with obtaining permits and
complying with these permits and applicable laws und regulations could stop or materially detay or restrict the Company
or its joint venture partner from continuing or proceeding with existing or future operations or projects. Any failure to
comply with permits and applicable laws and regulutions, even if inadvertent. could resultin the interruption or closure of
operations or material fines, penalties or other liabilities. In addition. the requirements applicable to sustain existing
permits and licenses may change or become more stringent over time and there is no assurance that the Company or its
joint venture partner will have the resources or expertise to meet its obligations under such licenses and permits.

The mineral exploration activities of the Company are subject to various laws governing prospecting, development,
production, taxes. labour stundards, occupational health, mine satety, waste disposal. toxic substances and other maners.
Mining and exploration activities are also subject to various laws and regulations relating to the protection of the
environment, historical and archaeological sites and endangered and protected species of plants and animals. Although
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the exploration activities of the Company are currently carried out in material compliance with all applicable rules and
regulations, no assurance can be given that new rules and regulations will not be enacted or that existing rules and
regulations will not be applied in a manner which could limit or curtail exploration or development. New rules and
regulations may be enacted or existing rules and regultions may be applied to the operations and activities of the
Company and could have a substantial adverse impact on the Company.

[n the United States, Congress has considered a number of proposed amendments to the General Mining Law of
1872 If adopted, such amendments could, among other things. substantially increase the cost of holding unpatented
mining claims, impair the ability of companies to develop mineral resources on unpatented mining claims and impose
royalties on production from unpatented mining claims. The effects, if any. of any such amendments on the Company and
its operations cannot be determined at this time.

Property Interests

The ability of the Company to carry out successful mineral exploration and development activities and mining
operations will depend on o number of factors. The Company has to tulfil certain obligations with respect to maintaining
title to its LIK property. No guarantee can be given that the Company will be in a position to comply with all such
conditions and obligations. Furthermore, while it is common practice that permits and licenses may be renewed or
transferred into other forms of licenses appropriate for ongoing operations, no guarantee can be given that a renewal or a
transter will be granted to the Company or. if they wre granted, that the Company will be in a position to comply with all
conditions that are imposed.

There can be no assurance that the Company’s rights to the LIK property are valid and exist as set out in this
prospectus and will not be challenged by third parties claiming an interest in the propenty. The LIK property may be
subject to prior unregistered agreements or transfers and title may be affected by undetected defects or governmental
actions.

The Company’s property interest is also subject to the LIK Block Agreement. To maintain its rights under such
agreement, the Company is required to expend certain amounts of funds on the property and to maintain the property by
paying government claim and other fees. If the Company fails to make these payments or fails to maintain the property in
good standing. the Company may lose its right 1o such property and forfeit any funds expended to such time,

Acquisition of Additional Mineral Properties

There is no assurance that the Company will be able to acquire, or acquire interests in, other mineral properties of
meril, whether by way of option or otherwise,

Limited Operating History

The Company was recently incorporated and therefore does not have u track record or operating history upon which
investors may rely. The historical financial statements of the Company included in this prospectus are bused vpon the
historical results and are not necessarily indicative of what the consolidated tinancial position. operating results and cash
flows would have been had the Company been a separate, publicly-traded company during those periods with NI 43-101
compliant mineral resources,

Environmental Reguiation

The Company’s activities are subject (o environmental laws and regulations which may materially adversely affect
its future operations. These taws and regulations control the exploration and development of the LIK property and their
effects on the environment, including air and water quality, mine reclamation, waste handling and disposal, the protection
of different species of plant and animatl life, and the preservation of lunds. These laws and regulations will require the
Company to acquire permits and other authonzations tor certaln activities. There can be no assurance that the Company
will be able to acquire such necessary permits or authorizations on a timely basis, if at all.

Fusther, environmental legislation is evolving in a manner which will require stricter standards and enforcement,
increased fines and penalties for non-compliance. more stringent environmental assessments of proposed projects and a
heightened degree of responsibility for companies and their officers, directors and employees. There is no assurance that
future changes in environmental regulation, if any. will not adversely affect the Company’s operations.
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The Company is not currently insured against most environmental risks. Without such insurance, and if the Company
becotnes subject to environmental liabilities, the payment of such liabilities would reduce or eliminate its available funds
or could exceed the tunds the Company has to pay such liabilities and result in bankruptcy.

Key Managément

The success of the Company will be largely dependent upon the performance of its key officers, consultants and
employees. Locating mineral deposits depends on a number of factors, not the least of which is the technical skill of the
exploration personnel involved. The success of the Company is largely dependent on the performance of its key
individuals. Failure to retain key individuals or to attract or retain additional key individuals with necessary skills could
have a materially adverse impact upon the Company s success. The Company has not purchased any “key-man” insurance
with respect to any of its directors, officers or key employees and has no current plans to do so.

Conflicts of Interest

Certain directors and officers of the Company are or may become ussociated with other natural resource companies
that may give rise to conflicts of interest. The directors and most of the officers of the Company have either other full-time
employment or other business or time restrictions placed on them and accordingly, the Company will not be the only
business enterprise of these directors and officers.

Title to Properties

Acquisition of rights to the mineral properties is a very detailed and time-consuming process. Title to, and the area of,
mineral properties may be disputed. Although the Company has investigated the title to the LIK property for which it
holds concessions or other mineral leases or licenses or in respect of which it has a right to increase its interest, the
Company cannot give an assurance that title to such properties will not be challenged or impugned. The Company can
never be certain that it ot the parties with which it has concluded option agreements will have valid title to relevant mineral
properties. Mineral properties sometimes contain claims or transfer histories that examiners cannot verify, and transfers
under toreign law are often complex. The Company does not carry title insurance on its properties. A successtul cluim that
the Company or one of the parties with which it has contluded an option agreement does not have title to a property could
cause the Company to lose its rights to that property. perhaps without compensation for its prior expenditures relating to
the property.

Infrastructuere

Development and exploration activities depend on adequate infrastructure, including reliable roads, power sources,
water supply and port (including storage) facilities. The Company’s inability to secure adequate water, power resources or
appropriate port (including storage) facilities, as well as other events outside of its control, such as unusual weather,
subotage, government or other interference in the maintenance or provision of such infrastructure, could adversely atfect
the Company’s operations and financial condition.

There is no assurance that the State of Alaska will permit the Company to construct a {3 mile road from the Red Dog
road to the LIK property or that port (including storage) facilities will be obtained. Although the Company believes all
necessary permits can be obtained under applicable laws. should the Company be prevented from constructing the 13 mile
road then the ability to ship ore from the LIK property on an economic basis will not be possible.

Foreign Political Risk

The LIK property is located in the United States and, as such, a substantial portion of the Company’s business is
exposed to various degrees of political, economic and other risks and uncertainties. The Company’s operations and
investments may be affected by local political and economic developments, including expropriation. nationalization,
invalidation of governmental orders, permits or agreements pertuining to property rights, political unrest, labour disputes,
limitations on repatriation of earnings, limitations on foreign ownership. inability to obtain or defays in obtaining
Necessary mining permits, opposition to mining from local. environmental or other non-governmental organizations,
government participation, rovalties, duties. rates of exchange, high rates of inflation. price controls, exchange controls,
currency fluctuations, taxation and changes in laws, regulations or policies as well as by laws and policies of Canada
affecting foreign trade, investment and taxation.
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Uninsurable Risks

In the course of exploration. development and production of mineral properties, certain risks, and in particular,
unexpected or unusual geological operating conditions, including rock bursts, cave-ins, fires, flooding, earthquakes and
other environmenial occurrences may oceur. [t is not always possible to fully insure against such risks and the Company
may decide not to take out insurance against such risks as a result of high premiums or other reasons. Should such
liabilities arise, they could reduce or eliminate any future profitability and result in increasing costs and a decline in the
vitlue of the securities of the Company.

The Company has implemented comprehensive safety and environmental measures designed to comply with or
exceed government regulations and ensure safe. reliable and efficient operations in all phases of its operations. The
Company maintains liability and property insurance, where reasonably available. in such amounts it considers prudent.
The Company may become subject to liahility for hazards against which it cannot insure or which it may elect not to
insure against because of high premium costs or other reasons.

Commodity Prices

The profitability of the Company's operations will be dependent upon the market price of mineral commodities.
Mineral prices fluctuate widely and are affected by numerous factors beyond the control of the Company. The level of
interest rates, rate of inflation, world supply of mineral commodities, consumption patterns, sales of zinc. lead and silver.
forward sales by producers, production, industriad and consumer demand, speculative activities and stability of exchange
rates can all cause significant fluctuations in prices. Such external economic factors are in turn influenced by changes in
international investment pattems. monetary systems and political developments. The prices of mineral commodities have
fluctuated widely in recent vears. Current and future price declines could cause commercial production o be
impracticable, The prices of commaodities are affected by numerous factors beyond the Company’s control.

Competition

The mining industry is intensely competitive in all of its phases, and the Company competes with many compunies
possessing greater financial resources and technical facilities than itself with respect to the discovery and acquisition of
imerests in mineral properties, the recruitment and retention of qualitied employees and other persons to carry out its
mineral exploration activities, Competition in the mining industry coukl adversely affect the Compuny’s prospects for
mineral exploration in the future.

Recent increases in commodity prices have encouraged increuases in exploration. development und construction
activities, which have resulted in increased demand for, and cost of, exploration. development and construction services
and equipment {including mining fleet equipment). Increased demand for services and equipment could cause project
costs to increase materially, resulting in delays it services or equipment cannot be obtained in o timely manner due to
inadequate availability, and could increase potential scheduling difficultics and costs due to the need to coordinate the
availubility of services or equipment, any of which could materially increase project exploration, development or
construction costs or result in project delays or both. Any such material increase in costs would adversely affect the
Company’s results of operatiens and financial condition.

Discretion in the Use of Net Proceeds

The Company intends to use the net proceeds from this Offertng as set forth under the heading “Use of Proceeds”.
The Company maintains broad discretion to spend the proceeds in ways that it deems most efficient. The application of
the proceeds to various items may not necessarily enhance the value of the Common Shares. The failure 10 apply the net
proceeds as set forth in this prospectus and other financings could adversely aftect the Company’s business and
consequently, could adversely affect the price of the Common Shares on the open market.

Expected Continued Operating Losses

The Company has no operating history and there can be no assurance that the Company will ever be profitable. The
Company has experienced losses from: operations tor each of the year ended December 3 [, 2006 and the six months ended
June 30, 2007. The Company expects to incur losses. and possibly incur increased losses, in the foreseeable future. There
is no guarantee that the Company will be able to reverse the operating losses or that the Company will ever be consistently
profitable.




No History of Dividends

The Company has never paid a dividend on its Common Shares and does not expect to do so in the foreseeable future.
Any future determination o pay dividends will be at the discretion of the board of directors and will depend upon the
capital requirements of the Company. results of operations and such other factors as the hoard of directors considers
relevant. Accordingly. it 1s likely that investors will not receive any return on their investment in the Common Shares other
than possible capital gains.

Litigation Risk

All industries, including the mining industry, are subject to legal claims, with and without merit. Defence and
settlement costs of legal claims can be substantial, even with respect to claims that have no merit. Due o the inherent
uncertainty of the litigation process, the resolution of any particular legal proceeding to which the Company may become
subject could have a material effect on our financial position, results of operations or the Company’s mining and project
development operations.

Foreign Currency Risk

A substantial portion of the Company’s expenses are now, and are expected to continue to be. incurred in United
States dollars. The Company’s business will be subject to risks typical of an international business including, but not
limited to, differing tax structures, regulations and restrictions and general foreign exchange rate volatility. The
Company’s financial results are reported in U.S. dollars. Fluctuations in the exchange rate between the U.S. dollar
and the Canadian dollar may have a material adverse effect on the Company’s husiness, financial condition and results of
operations and could result in losses from currency exchange rate fluctuations. The Company does not actively hedge
against foreign currency fluctuations.

Lack of Trading History of the Common Shares

The Common Shares have no history of trading. There can be no assurance that an active and liquid trading market
will develop for the Common Shares on any securities exchange upon which the Common Shares may be listed, the failure
of which may have a material and adverse impact on the value of the Common Shares, and on the ability of a purchaser to
dispose of the Common Shares in a timely manner, or at all,

In addition. securities markets have experienced a high level of price and volume volatility. and the market prices of
securities of many companies have experienced wide fluctuations which have not necessarily been retated to the operating
performance, underlying asset values or prospects of such companies. There can be no assurance that such fluctuations
will not affect the price of the Company’s securities after the Offering, and the market price of the Common Shuares may
decline below the Offering Price. As aresult of this volutility. investors may not be able to sell their Common Shares at or
above the Offering Price. In the pust. following periods of volatility in the market price of a company’s securities,
shareholders have often instituted class action securities litigation against those companies. Such litigation. if instituted.
could result in substantial cost and diversion of management attention and resources, which could significantly harm our
profitability and reputation.

PROMOTER

Gil Atzmon, the Chairman and Chief Executive Officer of the Company, ook the inittative in founding and
organizing the Company’s business and atfairs and accordingly may be considered to be a promoter of the Company
within the meaning of applicable securities regulation. Information concerning Mr, Atzmon's ownership of Common
Shares is set out under “Principal Shareholders”. Mr. Atzmon is not selling any Common Shares pursuant to the Offering.
Tnunediately tollowing the completion of the Ofiering (assuming the maximum Offering, and after giving effect to the
issuance of the aggregate of 22,775.900 Common Shares underlying the Special Warrants outstanding as at the date
hereof), Mr. Atzmon will hold ® % ot the issued and outstanding Common Shares.

LEGAL PROCEEDINGS

The Company is not subject to any legal proceedings material to the Company to which the Company or any of its
subsidiaries is a panty or of which any of the Company’s properties is the subject matter and no such proceedings are
known to the Company to be contemplated.
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Other than the interests of certain directors, officers and shareholders of the Company us described elsewhere in this
praspectus, none of the directors or officers of the Company, nor any associate or affilhute thereof, has had a direct or
indirect material interest in any transaction within the three years prior to the date hereof or proposed transaction which
has materially affected or will materially affect the Company.

RELATETD PARTY TRANSACTIONS

Other than as disclosed in this prospectus and the financial statements which form a part of this prospectus. the
Company has not entered into any maierial transactions with any related party.

AUDITORS, TRANSFER AGENT AND REGISTRAR

The auditors of the Company are PricewaterhouseCoopers LLP, located at 7th Floor. 250 Howe Street, Vancouver,
British Columbia, V6C 357. The auditors are independent of the Compuny.

The Company will retain Olympia Transfer Services Inc., in Toronto, Ontario to act as registrar and transfer agent for
the Common Shares. Comumon Shares will be issued in registered form,

MATERIAL CONTRACTS

The following are the material contracts of the Company, other than contracts entered into in the ordinary course of
business that were entered into within the two years before the date of this prospectus or will be entered into wt or prior to
the closing of the Oftering:

(a)  LIK Block Agreement:

(b) GCO Assignment Agreement;

(c)  the Agency Agreement referred to under "Plun of Distribution™; and

(d) the Escrow Agreement referred to under “Escrowed Securities™.

The material contracts described above and once entered into, together with the Technical Report and any other
documents regarding the Company referred to in this prospectus, may be inspected at the offices of the Company’s
Canadian counsel, Fusken Martineau DuMoulin LLP, Suite 4200, 66 Wellington Street West. Toronto, Ontario. MSK N6

during normal business hours during the period of the distribution of the securities hereunder, or they may be viewed on
the Internet at www.sedar.com.

EXPERTS

Certain information in this prospectus of an economic. scientific or technical nature in respect of the Company’s
mining project are based upon the Technical Report. The author of the Technical Report is a “qualified person” for
purposes of NI 43-101. Scott Wilson RPA is independent of the Company, as is the author of the Technical Report within
the meaning of NI 43-101.

The author of the Technical Report has reviewed the information in this prospectus which relates to information
contained in the Technicul Report and has confirmed to the Company that the information presented is an accurate.
balanced and complete extract of information covered in the Technical Report,

LEGAL MATTERS

In connection with this Offering. certain legal matters relating to the issue and sale of the Common Shares will be
passed upon by Fasken Martinean DuMoulin LLP on behalf of the Company and by McCarthy Tétrault LLP on behalf of
the Agents. The partners and associates of each tirm are expected to own less than one percent of the Common Shares
upon the closing of the Offering.
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PURCHASERS® STATUTORY RIGHTS

Securities legislation in certain of the provinces and territories of Canada provides 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 thereto. In several of the provinces and territories, the securities
legislation further provides a purchaser with remedies for rescission or, in some provinces and territories, damages if the
prospectus and any amendment containg a misrepresentation or is not delivered to the purchuser, provided that the
remedies for rescission or damages are exercised by the purchaser within the time limit prescribed by the securities
legislation of the purchaser’s province or territory. The purchaser should refer to any applicable provisions of the
securities legislation of the purchaser’s province or territory for the particulars of these rights or consult with a legal
adviser.
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ZAZU METALS CORPORATION

Interim Financial Statements
June 30, 2007
(in US Dollars)
{(unaudited)



ZAZU METALS CORPORATION
(An Exploration Stage Company)

Consolidated Balance Sheet

June 30, December 31,
007 2006
In U5, dollars
(unaudited)
ASSETS
Current assets
Cash and cash equivalents (Note 8) . ... ... ... i i $ 7244520  510.511,517
Advances and prepaids ... ... L 173,391 —
Receivables . . . .. .. e 2,091 62
7.420,002 10.511,579
Deferred costs (Note d) . . ... . . e — 60,000
Mineral properties (Note 9) . .. ... ... e 20,334,911 —
$27.754 913 §10.571,579
LIABILITIES

Current liabilities
Accoums payable and accrued Habilives .. ... ... ... oo i oL $ 191,121 § 295567
Due to related party (Note 5) .. ... .o e 68,659 60,000
259,780 355,567

SHAREHOLDERS® EQUITY

Capital stock (Note 3) . ... .. ... .. i e 205,000 5,000
Special Warrants (Note 3) . .. ... ... .. . ... .. e 26816479 10,048,475
Contributed Surplus (Note 3} ... ... ... ... ... ... ... 649,095 319,983
T (175441 (157 446)
27.485,133 10,216,012
$27.754.913  $10,571,579

Subsequent events — Note 11

Approved by the Board ot Directors

Sed. “Gu. AtzMmoN”

Sgd. “MICHAEL A. STEEVES"

Gil Atzmon
Director

Michael A. Steeves
Director

The accompanying noles are an integral part of these financial statenents.
PV & )
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ZAZU METALS CORPORATION
(An Exploration Stage Company)

Consolidated Statements of Loss, Comprehensive Loss and Deficit
For the Three and Six Months Ended June 30. 2007

Three months Six months
Ended June 30, Ended June 30,
2007 2007
In ULS, dollars
{unaudited)

Expenscs
SIS L e e $ 34.869 §F 67073
Consulling . ... . e 30.000 60,000
Professional fees. . . ... . ... . e 49,876 63.886
Travel o 8310 21,979
Investor and shareholder relations .. ... .. ... . . .. 17,497 28,321
Regulutory tees. ..o e 2.368 3,662
INCOMPOration COSIS . . .. .. L e — 5.367
IS UTNCE .« . e e e e e 5.875 5,875
Office admMINISIALION . . . . .ttt ettt et a et e e e e 3.96% 10,644
REI . © . e e e e e e e 1,898 3,103
Foreign exchange loss. .. ..o 0 o (7.192) (7.229)
Buank charges . . ... e 233 426
Loss before other item . ... ... .. ... . e 149703 263,107
Other Items
L =L T4 T 011 (125.428) (245,112)
Net loss and comprechensive loss for the period . ... ... ... ... .. ... ...... (24.273) (17.995)
Deficit, Beginning of the Period .. . .. ... ... .. ... .. ... ... ... .. .. .... (131.166) (157,446)
Deficit, End of the Period . . .. ... ... ... . . . . $ (175441  § (175441
Basic and Diluted Loss per share (Note 2d) ... ...... ... .. ... ... ... ... b — $ —
Weighted average number shares putstanding . ... .. ... ... .. ... ... ... 16,736.764 16,588,938
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ZAZU METALS CORPORATION
{An Exploration Stage Company)

Consolidated Statements of Cash Flows
For the Three and Six months Ended June 30, 2007

Three months
Ended June 30,

Six months
Ended June 30,

2007 2007
In U.S. dollars
(unaudited)

Cash was provided by (uscd in):
Operating activities
Income {Jossforthe period . . .. ... .. .. . $ (24275 § (17,995
Writeoff of INCOMOTAtON COSIS . o oL i s e s — 5,367

(24.275) {12,628)
Recetvables . ... e e e s 8.860 (2,029)
Prepaids & advances. .. ..o e (144.891) (173,391)
Accounts pavables ... L e e (38,848) (104.446)
Deterred Costs . ..o e e — 54,635
Net cash used in operating activities . .. ... ... o i i e (199,154) (237,859)
Financing activities
Advance from related party . .. . o L e e 10,300 8,658
Shares issued for cash. ... . e 100,000 100,060
Special warrants issued torcash ... o o o oo 18.545.200 18.643,200
Special warrants ISSUANCE COSIS _ . .o Lt e e (1.405,927) {1,448.084)
Net cash used in financing activities ... ... ... .o i o i e 17,249,573 17.305,774
Investing Activities
Deterred exploration costs incurred .. ... ... L i (56.903) (86,393)
Property acquisilion . .. ... e e e 20,097,314y (20,248,519
Net cash provided by investing activities . . .. ... ... .. i 20,154,217y (20,334912)
(Decrease) increaseincash . .. . ... ... . . L L e e (3,103,798) (3.266,997)
Cash, Beginning of the Period. . ... . ... ... . ... .. ... ... .. .. 10,348,318 10.511,517
Cash, End of the Period .. ... ... .. .. . . ... ... . . . . . . . e $ 7244520 % 7.244,520
Cash position consists of:
Bl o e e e i $ 6,744,520 $ 6.744.520
Termm depPoOsilS . . o vt e 500,000 500,000
Peterson Law Trust Account . ... ... .. . —
Cash,end of the Period. . .. ... ... .. .t e $ 7244520 $§ 7.244,520

Supplementary Cash Flow Information — Note 6



ZAZU METALS CORPORATION
{An Exploration Stage Company)

Notes to the Consolidated Interim Financial Statements
June 30, 2007

In US Dollars

(unaudited}

1. Nature of Operations

Zazu Metals Corporation (the “Company™) is 1 Canadian company which is engaged in the aeyuisition and exploration of mineral properties. The
Company was incorporated by a Cenificate of Incorporation issued pursuant to the provisions of the Canada Business Corporations Act on
November 29, 2006.

The Company incorporated Zazu Metals (Alaska) Corporation (Zazu Alaska™), a subsidiary of the Company, in the State of Alaska, United States
on January 18, 2007,

The Company is vurrently exploring a mineral exploration property located in the State of Alaska, United States {see note 9),

2. Significant Accounting Policies

)

b}

c)

o)

e)

g)

h)

Basiy of Presentation

These financial statements are presented in accordance with generally accepted accomting principles ("GAAP™) applicable in Canada,

Fiscal Period

The Company’s fiscal year-end is December 31,

Use of Extimutes

‘The preparation of financiul statements in conformity with Canadian GAAP requires management to make estimates and assuniptions that
affect the reported ameunts of assets and Tiabilities and disclosure of contingent assets und liabilities at the dates of the financial statements
and the reported amounts of revenues and expenses during the reported periods, Actual results conld differ from these estinates.

Lass per share

Basic camings (loss) per share is computed by dividing income (or Toss) attributable to common sharchelders by the weighted average
number of common shares outstanding during the period. The computation of diluted camings per shure assumes the conversion, exercise vr
cuntingent isstance of sceurdtics only when such conversion, exereise or issusnce would have a dilutive cfiect on eamings per share. The
dilutive elfect of convertible securities is reflected in difwted earnings per share by application of the i converted™ method. The dilutive
effeet of owstanding options and warrants and their equivalents are reflected in diluted eamings per share by application ol the treasury stock
method.

Cash and cash equivalents

Cash and cash equivalents consist of highly liguid investments which are readily convertible into cash with miturities of three months or less
when purchased.

Foreign currcicy translation

‘The Company’s functional and reporting currency ix the US dollar. The Company is based in Canada and its Canadian dollar accounts are re-
measured into UJS dollars using the temporal method as follows:

i) Monetary items at the cite prevailing w the balance sheet date:
it} Non-monetary items at the historical exchange rate:

i1} Revenue and expense are transkated ar the average exchange rades in effect during applicable accounting periods except depreciation
and amontization which wre translsted at historical ntes;

iv) Exchange gains and losses on foreign currency translation are included in opemstions for the period.

Income taxes

The Company uses the liability method of aecounting for income taxes. Under this method. current income taxes are recognized for the
estimated income taxes payable for the current period. Future income tax assets and liabilitics are recognized for temporary difterences
between the tux and accounting hases of assets and liabilities as well as for the benefit of lusses available tvbe carvied forwand to tuture years
for tax purposes. Future income tax assets are evaluated and if realization is not considered more likely than aot, a valuation allowance is
provided.

Financial instruments

Financiu) assets, except those classified as held o maturity, and derivative financial instruntents are messured a1 fair value, All financial
labilities are meustred a1 fair valie when they are elassified as held for trading: otherwise. they ure measured al cost. Investments classitied
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k)

h

)

n)

0}

p)

as available for sale are reported at Tuir market value (or mark 10 markeo based on quoted inacket prices with uarealized gains or losses
excluded from carnings and reported as other comprehensive income or loss, All investments are to be designated as availuble for sale. As at
the period end the financial liabilitics wre measured wt cost and the Company held ao investments,

Comprehensive incomelloss

Comprehensive incomefloss is the change in the Company’s net assets that results from triansactions, events and circumstunces [rem sources
other than the Company s shareholders. (ther comprehensive income includes the halding gains and losses from available for sale securities
which are not included in niet earnings (lossuntid realized. As atthe period end no amounts were recorded in the comprehensive income/loss.

Fair value of financial instruments

Financial instruments ine lude ¢ish and cash equivalents, marketable securitios and accounts piyable and acerued Jiabilities. The fair valae of
arms-length financial instruments approximates their carrying value due to their short-term maturity.

Risk manugement

The Company is engaged primarily in minerad exploration and manages related industry risk issues directly. The Company is wt risk for
environnwental issues and fuctwations in commodity pricing, Management is not aware of and does not anticipate significam environmental
remediation costs or labilities in respect of its current operations.

The Company is not exposed to signiticent credit concentrtion risk. The Company is not exposed to significunt interest rate risk.

I'he Compuny operates in forgign juriscictions, giving rise to significant exposure to market risks from changes in foreign currency rates. The
financial risk is the risk 10 the Company s operations that arises from fluctuations in foreign exchange rates and the degree of volatility of
these rates. Currently, the Company does not use derivative instruments to reduce its exposure to foreign currency risk.

Asset Retirement Obligations

The Company recognizes the fair value of liabilities for asset retirement obligations in the period in which a reasonable estimate of such costs
can be made. The asset retirement obligation is recorded as a liability with a corresponding increase 1o the carrying amount of the related
Tang-lived asset. Subsequently, the ssset retirement cost s idlocated 1o expenses using a systematic and rational method and is also adjusted
to retlect period-to-period changes in the liability resulting from passage of time and revisions to either timing or the amount of the original
estimate of the undiscoumed cash flow. As at the period end, the Company had no asset retirement obligution.

Deferred Costs

Caonsl reluted (o locuting and evatuating praperty acquisitions are deferred until un agreement has been entered into by the Company. ‘The
deferred costs are then reallocated o minerad properties. IF no agreement is entered into, the deferred costs are eapensed as property
investigation costs.

Vuriable Interest Entities

The Accounting Standards Board (AcSB) issued Accounting Guideling AcG 15 *Consolidiation of Variahle interest Entities™, 10 barmonize
the Guideline with the cquivalent Financinl Accounting Standards Board (FASB) Interpretation No. 46R, “Consolidation of Variable [nterest
Entities™ ("VIE™). The Guideline provides criteria for identifying VIEs and funther criteria for determining what entity, if any, should
consnlidate them.

The Conpany does not currently have uny VIE's for the period ending June 30, 2007,

Share Capital
i.  The proceeds from the exercise of stock options or warrants are recerded as share capital.
ii.  Share capity] issued lor non-monetary consideration is recorded w an amount based on fair market value.

ili.  The proceeds from the issue of units is allocated between common shares and comimon share purchise Warrants on o pro-rata basis on
relative fair values as tollows: the fair value of the common shares is based on the market close on the date the units are issued and the
fair vidue of the common share purchase warramts is determined using the Black-Scholes pricing model.

Asset impairment

The Company performs impaicment tesds on its property, plant and equipment when evenls or changes in circumstance indicate thit the
carrying vatue of an asset may not be recoverable. These tests compare expected undiscounted future cash flows trom these assets to their
carrying values. I shonfulls exist, assets are written down to the discounted value of the future cash tlows based on the Company s average
cost of burmrowing.

Capital Stock

Details are as follows:

a)

Common whares
Authorized:

Unlimited Commun shares {"Common Shares™)
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Unlimited Special Voting Shares (“Special Voting Shares™)

Common shares issued and oultstanding Number  Amount
Cuommon shares issued for cash pumuant te privide placerment © .00 o oL oo o o 5,000,000 5.000
Balunve, December 31, 2006 . . . L. e 5,000,600 5,000
Shares issued for cash ., L L e 100,000 100,000
Shares issued upon exercise of 2006 special warrants ., ... L L L 100,000 100,000
Balance. June 30, 2007, . . e e 5,200,000 205,000

The Company completed a founder’s privale placement on December 18, 2006. The Contpany issued 5,000,000 Common Shares at $0.001
per share for tolal proceeds of $5,000.

The Company issued 100,000 common shares to a holder of 100,000 2006 Special Warrants (detined in paragraph 3(b) below ) upon exercise
in accordance with the werms thereof on Janwary 21, 2007,

During the period ended June 30, 2007, the Company issued 100,000 common shares at $1.00 per share,
Special warrants:

Special Warrants

Issued: Qutstanding Amount

Special warrants issucd for cash pursuant to private placement . ... L. L oo e 11,400,000 11,400,000
Fair villue of BrokKer Witmiints © . . . L L o e e e e e e e —_ IRICATL AT
Speci:}l WATTID LSSUANCE COSIS © o o o o e e e e e e e e e e et e e e e e e — (1,031,534
Balunce, December 31, 2000 . . L e 11,400,000 LB 475
Special warrants issued for cash pursiumt to private placement .. ... 10,654, 400 18,645,200
Exercise of 2006 Special Waimants . . . L e {100,000 (106,000)
Fair value of broker Warrinls . . . o 0 e e e e — (329,112
Special warrant DisUMICe COME L . . L o o e e e e e e e e e e e e — (1,448,084
Balunce, June 30, 2007 . o o e e e e e e e e e 21,954,400 26.816,479

The Company completed the first truache of a private placement on June 28, 2007, issuing 10,634,400 special warrants (the 2007 Special
Warrants™} at a price of $1.75 per special warrant for pross proceeds of $18,645.200. The Company also issued 532,720 broker special
wirrints with a tuir value of $329,112 (Note 3¢) (the 2007 Broker Speciad Warrants™) and paid a 7% commission in the umount of
$1,305,164 and $142.920 in legal fees and other costs for total cash oftfering costs of $1,448,084 and net proceeds of $17,197.116.

The proceeds of such private placement were held in escrow and released concurrently with the completion {and m order to allow the
completion) of the Company’s aceuisition of the entire 50% interest of GCO Minerals Company ¢“GCO™) in the LIK property and the LIK
Block Aprecment.

The Company completed a private placement en December 20, 2006, issuing 11,400,000 special warrants (the *2006 Special Warrants ™} at o
price of $1.00 per special warrant for gross proceeds of $11,400,000. The Company also issued 906,400 broker special warrants (Note 3¢)
tthe 2006 Broker Special Warrunts™) und paid an §% commission to the agent in the amount of S906,400 and $125,142 in legal fees for total
offering costs of $1,031,542 and net proceeds of 510,368 458,

The pricecds of such private placement were held in escrow subject to conditions which included., among other things. that the Company be
in 4 position to enter imto an exploration and option agreement with GCO (the “GCO Exploration and Option Agreement™). Such escrow
conditions were sutisticd, and the procecds of the private placement were released. on Februury 26, 2007,

Each 2007 Special Warrunt is exercisable, for no additional consideration, for one Common Share (subject to adjustment as described below)
at any time until an arormitic exercise dite of the earlier of (1) the date of completion by the Compiny of o Liguidity Event (as defined below)
and (i) June 28, 2012 (being the fifth anniversary of the initial issue of the 2007 Special Warrants ), Any 2007 Special Wirrants not exercised
by such date will be avtomatically exercised on such date.

Each 2006 Special Warrant is exervisable. for no additional consideration. for one Common Share (subject toadjustment as described below)
atany time untit an autlomatic exercise dine of the earlier of (i) the date of completion by the Company of a Liguidity Event (as defined below)
and {ii) December 20, 20611 tbeing the [ilth anniversary of the issue of the 2006 Special Winrants). Any 2006 Special Warrants nd exercised
by such date will be automaticadly exervised on such date.

For purposes of bath the 2006 Special Warrunts und the 2007 Special Warrunts, & “Liguidity Event™ means the completion by the Company of
either (i) a distribotion to the public of Common Shares pursiant to a prospeceus and the concurrent listing of the Common Shares on a
recognized Cunadian exchunge or (1 another transaction as a result of which all outstanding Common Shares, ur securities of another issuer
issued in exchange for all outstanding Common Shares, are truded on 4 recognized exchange and are treely tradable (subjeut w0 any
applicable control block restrictions).

In addition (o customary adjustments Tur subdivisions, consolidations or other such changes in the Common Shares, the Special Warrams
provide for the following adjustments to the exchange ratio (currently one Common Share per Special Warrant) tor the Special Warranis:

(ay  Intheevent thut the Company does notcomplete a Ligquidity Event by the applicable deadline, the Special Warranis of the subject class
will become subject w i conversion rate increase of u further 0,1 Common Shares eftective as of the deadline date and thereafter
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c)

d)

further 0.1 Common Shares tor ecach month prier e completion of u Liguidity Event. The deadline (or cach class of Speciad Wirrints is
the Nrst anniversary of its initad isste date (being December 20, 2007 in respeet of the 2006 Special Warrants, and being June 28. 2008
in respeet of the 2007 Speciul Warrants).

() The Special Waurrants entitle the holders 1o be issued additional Commuon Shares upon exercise of the Special Warrants it the Company
issues Common Shares, or securities convertible (or exchangeable or exercisable) for Commoen Shures ut an issue price (or having a
conversion or exercise prive) which reflects an effective acquisition price per Common Share which is less thun the price paid under the
subject Special Warrant offering theing $1.00 per Special Warrant in respect of the 2006 Spectal Warranis, and being $1.75 per Speciul
Warrant in respeet of the 2007 Special Warrams) {as applicable, the “Dilutive Offering Price™), with the number of additional Common
Shares w be such that. after giving effect to the issue of such additional shares, the effective uequisition cost per Common Share
underlying the subject Special Warrants will be equal to the Dilutive Offering Price.

Special Voring Shares:

Shares
Issued: Ouitstanding  Amount
Special Vouing Shares issued pursuant o privite plucerment . ... ... L. L o 11,400,000 SNil
Balance, December 31, 2006 . . . . .. L e e 11,400,000 SNil
Special voting shares issued pursizant w private placement. ... .. e e 10,654,400 N H
Special wamuant CXCRCING . . . L e e e {100,000) SNl
Balunce, June 30, 2007 L e e e e 21,954,400 SNl

Ax part of the olferings of the 2006 Special Warrants and the 2007 Special Warrants, the Company issued an aggregate of 22,875,900 Spevial
Voting Shares 1o the purchusers ol the Special Warrants, being one Special Voting Share per Special Warrant issued. Euch Special Voting
Share entitles the holder thereof 10 a number of votes it any meeting of holders of Common Shares equal to the number of Commeon Shares
which may then be ablained upon the exchange of the Special Warrant to which the Special Voting Share rebines. With respect to any written
coment soight from the holders of Common Shares, euch vote attached 1o the Special Voting Share will be exercisable on the same bisis as
sel forth above. The purpose of the Special Yoting Shares is solely t provide to the holders thereof the same voting rights they would have
had if they direcly acquired the Common Shares underlying the Special Warrants which they purchised (and, accordingly, the Speciad
Vating Shares will be cancelled upon exchange of the related Special Warrants for Common Shares).

Allrights of a holder of Special Warrants to exercise votes attached to Special Voting Shares will cease upon the exchinge of alt such holder’s
Special Warrants for Commen Shares,

‘The Special Voting Shares do not entitée the holders to receive any distributions from the Company or any of the netassets of the Company in
the event of a termination or winding-up of the Company. Any Special Voting Shares acquired by the Company will immediately cease to
represent an entitlement to vote at meetings of shareholders. A Spectal Voting Share is nest transferable separitely from the Special Warrant t
which it relates, and a Special Voting Share will amomatically be transferred upon a permitted transfer of the related Special Warrant, Special
Voting Shares are evidenced only by the certificates representing the associated Special Wamrants and will be cancelled upon the exchange of
the related Special Warrants for Cemmon Shares.

Except for the right to be counted towirds a quonsn and to reguisition. vote at, and receive materials for, meetings of the holders of Commeon
Shares, the Speeial Voting Shares do noet confer upon the holders thereol any other rights,
2007 & 2006 broker warranty und contributed surplus:

In connection with the offerings of the 2006 Special Warrants and the 2007 Special Warrinix, the agent for such offerings was issued broker
special warrants entitling the agent to receive Broker Warmants which are exercisable in whole or in part allowing the holder 10 purchuse
Common Shares as follows:

Number of Common Shares  Weighted Average

Underlying Warrants Exercise Price
Granted to wgent of 2006 Special Warrant placement (2006 Broker Special
WAITHNES) © . oo ot et e e e 906,400 $1.00
Bulunce, December 31, 2006 . . . . ... . o H506,400 $1.00
Granted to agent of 2007 Special Warrant placement {2007 Broker Special
WAICKANIS) . & o o ot et e e e 332,710 $1.75
Balance, June 30, 2007, . L 1,439,12() $1.2%

Euach 2007 Broker Special Warrant is exeecisable, atany time for no additionl consideration, for one warrant (a " 2007 Broker Warrant™ } (and
will be uutomatically exercised for 2007 Broker Warrants at the same time as awtomatic exercise of the 2007 Special Warrant occurs, as
described under Nowe 3by. Each 2007 Broker Warranl is exereisuble for one Common Share until the Tuier of December 28, 2008 and the six-
munth anuiversary of the completion of a Liguidity Event ot un exercise price of $1.75 per share.

Each 2006 Broker Special Warrant is exercisuble, for no additional consideration, for one warrant ¢ "2006 Broker Warrant™) {(and will be
awtomatically exercised for 2006 Broker Warrants al the same time as automistic exercise of the 2006 Special Warmunts oceurs, as described
under Note 3b). Each 2006 Broker Warrant is exercisable for one Common Share until the later of June 20, 2008 and (he six-month
anniversary of the completion of a Liguidity Event at an exercise price of $1.00 per share.
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In the event that the Company dues not complete a Liquidity Event by the applicable deadline. the Broker Warrants of the subject cluss will
become subject 10 o conversion e inceease of s turther 401 Cotmmon Shares eftective as of the dewdiine dite and thereafter i funher 0.1
Commen Shares Tor each month prior to completion of a Liguidity Event. The deadline for each class of Broker Warrants is the first
anniversary of its initial issue date (being Decerber 200 2007 in respeet of e 2006 Broker Warcants, and being June 28, 2008 i respect of
the 2007 Broker Warrants).

The faie vadue of the Broker Special Winrinns pranted was estimited on the date of grant using the Black-Scholes Option Pricing Model and
the broker wurrants estimated fuir value of $329,112 (2006-33 19.983% was recorded in Contributed Surplus bused on the tollowing weighted
AVCTAZE DSUMPLons:

2007 2006
Expected dividend yield . . o e e e (1 0%
Expected stock price volatility . .. . . e e 0% T5%
B (I 4.2% 4.2%
Expected Hfe of warmamts ... 1.5 years 1.5 years

Deferred Costs

The Company incurred $60G.000 in costs during the period consisting of costs related to evaluating the LIK propenty subsequent 1o the period end
{Note 9). These costs were charged to mineral properties at the time that the LIK property agreement wis consummated (Note 9),

Related Party ‘Iransactions

(a)  AsatJune 30, 2007, the Company owed $61,659 ¢December 31, 2006 — S60,000) 1 a company contrelled by i senior officer und director of
the Company, which amount relites to thinl party costs Tfor mineral property expenditures and administrative expenses, The amount is
interest free and was poid in full subsequent to the end of the period.

{by  The Compuny hux paid certain share issuances, incorporition and legal costs in the amount of $36.256 (December 31, 2006 — $42,766) o a
fegal firm whose partner is a director uf the Company.

Related party transactions are in the ordinary course of business, occuering on terms that ave similar to those of transactions with unrelated parties,
and therefore are messured ot the exchange amount,

Supplement Cash Flow Information

Supplemental Disclosure of Noo-Cash Financing and

Investing Activities include: 2007 006
Deferred COSIN . oo o e e e e e e e e e e e e $ — 5 60.000
AGEINEWHITHILS + © o o ot v vt e it e e et e e §329.112  §119,983

Income Taxes
#)  Reconcilimtion of Company’s statetory and effective tax riates:

For the period from
January 1 to June 30, 2007

SEtutory RAIE . .. oL e e s 34.12%
Netdoss for the period. . ..o o i i e e e e e s $ 174995
Recovery of income taxes based on stautory Cunadian combined federal and provincial income tax

FUEES o v vt it e e e e e e e e e 6,139
Deductible pontion of special warrants dssue costs . ..o L L e 294, (186
Non-deduetible InCorporation Costs, . . e e e (1,831
Losses for which no tax benefit has been recognized . .. ... .o oL o oo oo o (dUR,304)
INCOME LN CEQOVETY L o Lt e s et e e e $ —

h) The significant components of the Compuny’s futire 1ax assels, assuming a fure tax rate of 34,12%, are as follows:

June 30, 2007 December 31, 2006

Nom-capital 1osses .00 L $ 297,290 $123.772
Share und specinl WAITANS JSSUE COMS . . .. .0ttt 606,446 281,370
913,736 405.342
Less: Valration allowitnee . . ..o o e e {4903,736) (405.342)
Netfutore fx B5s€0 ... L e by — $ —

<) The Company has accumulared losses of S87 1,307 which may be used to reduce foture vear’s taxable income. These losses expire as follows:
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Yesr  Amount  Amount

2027 $508.553 8§ —
2026 $362.754  $362.754

Non capital loss carsyforward . .. Lo e S871.307  $362.754

Restricted Cash

The $10,493,600 raised from the Company s 2006 Special Warrant private placement (Note 3) were restricted until the Company had successtully
entered into the exploration and option agreement with GCO (Note 9).

Mincral Properties

LIK Property
June 3,
Mincral Property Costs 2007
ACQUISTTION . L o e e e e e e e e e e e e $20.248.519
Gualugical. . e e e 28,812
D DiIE . o o L e 21,192
Shte AMINISITAUON L . . o L L e e e e e e e 13.560
Charter AIRCTREE . . L . e e 10,955
PAIHNG COSS . L L L e e e e e e e e 3.599
L £ 1.524
Renewnls & 1Tlings . o Lo e e e e 130
Mincral Preperty Costs for the Period oo o0 0 e e e 200,334 911
Minctal Property Costs — Beginning of Period ... .o o oo e e
Mineral Property Costs — End of Period .. ..o o e $20.334.911

On February 26, 2007, Zasu Aluska signed the GCO Exploration and Option Agreement. This agreement guve Zazu Alaska the right 1o acquire
from GCO, on certain lerms and conditions (including cash payments of up 10 821,230,000 und explotation expenditures of $40.000.000 inclusive
of eaploration expenditures required 10 be mide under the LIK Block Agreement delined below). up 1o 62.5% of GCO'x interest in the following:
(1) GCO's undivided 30% interest in certain stiste mining locations sitated in the Barrow Recording District in the State of Alaska, United States,
and other assets related o the properties, subject to a pre-existing 1% net profits interest; and (1) GCO's right to acquire a turther interest in such
lands from the holder of the other undivided 504, interext, Teck Cominco American Ine. {"leek American™), pursuant to an agreement duted
Octuber 17, 1984 tthe "LIK Block Agreement”™),

Under the LIK Block Agreement, GCO was the operator and had the right to earn from Teck American a further 30% interest in the LIK Block by
incurring $25.0 million in exploration expenditures on or before Fanuary 27, 2018, subject 1o certain inflation adjustments on the unspent amount
effective from February 1, 1988,

To dite, a toral of $4,984,302 has been incuered in exploration expenditures pursuant to the terms of the LIK Block Agreement all of which were
incurred prior to 1992, The mdjusted amouni of qualifying expenditures is currently estimated to be approximately $40,000,000. ln accordance with
the LLK Block Agreement. al the time this expenditure obligation is satistied, Teck American his 2 one time election to (i} maintain the 20% interest
which shall become a panticipating inferest pursuant to-a joint operating agreement with o pro rata sharing of the pre-existing 15 net profits interest,
or {ii) transfer its interest in exchunge for a 2% net smelter return royalty interest such that GCO would becomic the holder of o 100% undivided
interest in the LIK Block subject only to the pre-existing 15 net profits interest and the 2% net smelter royalty.

Pricw to June 28, 2007, Zazu Alaska bad made toml payments of $130,000 w GCO pursuant to the terms of the GCO Exploration and Option
Agreement. On June 28, 2007, Zazu Alaska completed the purchase of GCO's interest in the LIK Block pursuant o the terms of o purchzise and sale
agreement dated May 31, 2007 such thit Zuzu Alaska acquired n 50% undivided interest in the LIK property and reluted assets, and beeame the
assignee of all of GCO's right, title and interest in the LIK Block Agreement, in consideration for 4 ¢ash puyment of $20,000,000 and the grant of 4
2% net proceeds interest. The exploration expenditures must still be incwired in order to obtain a further 30¢% and the election by Teck American
must vceur in order to obtain the final 20% in the LIK Block propenty, The Company guaranteed the obligations of Zuzu Alaska pursuant to the
lerms of the purchase and sule agreement.

Segmented Information

As it June 30, 2007 and the six month period then ended, the Company has two reportable geographicad segments: Canada und the United States.

Net loss and comprehensive loss Assets
Camadhil. . . o $17.995 $ 7,278,848
Uited SUMes . o L L e $  Nil $20,476,065

Subsequent Events

a)  Pursuant o a privine plicement completed on July 5, 2007, the Company issued a turther 21,500 2007 Special Warrants at $1.75 per 2007
Special Warrant for gross proceeds of $1,437,625. The Company also issued a further 4 1.075 2007 Broker Speciab Warrants and paid 2 7%
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b)

c)

d}

€)

g

commtission in the umount of $100,634 and $2.5300 i legal fees. Details related to the 2007 Special Warrants and the 2007 Broker Special
wurminls wre in nule 3bi} and in note 3d respectively.

During the current period, the Company cntered inte a contract to purchase a dill for an aggrepate purchase price of $267,175 treecived
subsequent e June 30, 20075

On August 2, 2007, the Company entered into o drilling agreenent with Frontier Exploration LLC (“Fronticr™), pursuant to which Frontier
agreed o (i) complete a minimum of 30,000 feet of drilling on vertain claims locaed vathe LIK property, and (i) drill holes and maintain
holes, move equipment. build puds, and conduct related activities. as directed by the Company and in sccordamee with agreed-upon rates.

The drilling contract provides that the work program was W commence on or about August 1, 2007 and the Frontier was to receive a contract
bonus in the amount of $100,000, plus an sdditenal award bonus amount equal to $5.000 per week, to a maximwin of $25.000. tor every
week prior to Scptember 5, 2007 that Fromtier began the work program on site. Frontier commenced work on August 1, 2007 and as o result
was paid o lota] bonuy of $125,000.

On August 27, 2007, the Company issued 151,571 commaon shures to subscribers including directors and officers of the Company at a
subscription price of $1.75 per share for gross proceeds of $265.249 mensured an the exchange rte on the date of reeeipt of Tunds,

On August 1. 2007, the Company entercd inte consulting and employment agreements with the otiicers of the Compuny. The tollowing
outlines the sgreements:

¢ Chuirman and Chief Executive Otficer, § year contract with annual consulting fee of $185,000.

«  President and Chiel Operating Officer, 3 yeur employment contrawt with annwal salary of $E60.000,

+  Vice President and General Legal Counsel. 5 year contract with unnual vonsuling fee of S160,000.

= Vice President of Exploration, 3 year contract with consulting fee of $60 per hour.

"The Compuny misy terminute the agrecents of the Chairmian il Chief Executive Ofticer, the President and Chiet Operating Officer and the
Vice President and General Counsel st any time, subject to the payment of o fee umounting to the bakince of the contruct Lee fur the duration
of the entire contraet, plus o canceltation and termination penalty equal to 0% of that amount.

On September 18§, 2007 the Company approved a stuck optioa plan and pranted options to directors, offtcers and consultants to acquire a total
of 2,775,000 Common Shares it an exercise price per share w be the sanse is the offering price under the Conipany s proposed initial public
offering., and Lo be exereisuble untl the {ifth anniversary alter the date of listing the common shares on the Toronto Stock Exchange (“T8X™),
with such options vesting as to 1/3 of the options on cach of 90 days. 12 months and [8 months after the Jute of listing,

On Scptember 18, 2007, the Company’s Bourd of Dircetors approved the {tling of a prospectus tor an initial public offering (“1PO™) to raise
grass proceeds of 3 @ and approved an application for the listing of the Company s common shares on the TSX.

Pursuant tothe lerms of an agency agreement dated @, 2007, Raymond James Lid,, Dundee Securities Corporation, Paradigm Cuapital
Inc. and Cormark Securities Ine. (collectively, the “Agents™) have agreed (o uet us agents on i best efforts basis for the IPO. Under the ternis
of the agency agreement, the Agents will reecive a cash commission equal to 7.06 of the gross proceeds of the PO, The Company s share of
issue expenses are estimated it S @

The Company ibso granted an over-allotment uption 1o the Agents, o purchase up w an additional 15% of the aumber of commaon shares
subjecttothe IPOatS @ per commean share, which if exercised in full, will increase the gross proveeds ol the offering by i maximum
of § @ . The over-ollotment option will be exercisable Tor a 30-day period following closing of the 1PO),

The IPO and the listing of the Company's common shares on the TSX are suhject to regultory and other approvals.
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Management Responsibility for Financial Reporting

The accompanying financial statements of Zazu Metals Corporation have been prepared by management in
accordance with Canadian generally accepted accounting principles. and contain estimates based on management’s
judgment. A system of internal control is muintuined to provide reasonable assurance that the tinancial information is
accurate und reliable,

The Company’s independent auditors, PricewaterhouseCoopers LLP, are appointed by the sharcholders to conduct
an audit in accordance with Canadian generally accepted auditing standards to allow them to express an opinion on the
financial statements.

The Board of Directors has met with the Company's independent auditors 10 review the scope and results of the
annual audit and to review the financial statements and related tinancial reporting matters prior 10 submitting the financiad
statements to the Bouard for approval.

G ATZMON" “MICHAEL A, STEEVES™
Chairman of the Board and CEO President and COO

Vancouver, British Columbia
June 15, 2007
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Auditors’ Report

To TiE DIRECTORS OF
Zazu METALS CORPORATION

We have audited the balance sheet of Zazu Metals Corporation as at December 31, 2006 and the statements of loss,
comptehensive loss and deficit, and cash flows for the period from incorporation date of November 29, 20006 10
December 31, 2006, These financial statements are the responsibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require
that we plan and perform an audit to obeain reasonable assurance whether the financial statements are free ot material
misstatement. An audit includes examining, on a test basis. evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly. in all material respects, the financial position of the
Company as at December 31, 2006 and the results of its operations and its cash flows for the period from November 29,
2006 to December 31, 20406 in uccordance with Canadian generally accepted accounting principles.

Chartered Accountants

Vancouver, British Columbia
October @, 2007



ZAZU METALS CORPORATION
(An Exploration Stage Company}

Balance Sheet

ASSETS
Current assets

Cash and cash equivalents (Note 8) . ... ... .. ... ..
Tax receivable. . . . .. e e e e

Deferred costs (Note d) ... ... ... . .. .. .. ... ... ..

Current liabilities

Accounts payable and accrued liabilities .. ........ ... ... ... ..
Due to related party (Note 5). . ... .o v i e e

Capital stock (Note 3) . .. ... ... i e e
Special Warrants (Note 3) . . ... ...... ... ... ... ... ..
Contributed Surplus (Note 3) . ........... ... ... ... ....
Comprehensive income (loss) ............ ... ... ... ... ...
Deficit ... ... ..

Nature of Operations — Note |
Subsequent events — Note 9

Approved by the Board of Directors

Sgd. “GiL ATZMon”

Gil Atzmon
Director

........................ 319,983

Becember 31,
2006
In LLS. dollars

........................ 510511517

........................ 62

10.511,579

........................ 60,000

........................ § 295567
........................ 6,000

355,567

........................ 5,000

10,048,475

(157,446)

10.216,0i2
$10.571,579

Sed. “MicnagL A, STEEVES”

Michael A. Steeves
Director

The accompanying notes are an integral part of these financial statements.
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ZAZU METALS CORPORATION
{An Exploration Stage Company)

Statements of Loss, Comprehensive Loss and Deficit
From Incorporation Date of November 29, 2006 to December 31, 2006

lacorporation
date to
December 31,
2006

In U.S. dollars

Expenses

COnSUIIN . . . e $ 100,000
SalaTIES . . e e e e e 50.000
Professional fees . o . . . e e 10.000
EAVE] . oL e e e e e e 8.608
THCOTPOIAtON COSIS. o . ottt ettt et e e e e e 1.000
Investor and shareholder relations. . ... .. o s 722
| 3001 1P 33
Bank Charges . . .. e s 20
Loss before other item . . . ... .. ... . .. . 170,383
Other ltem

LTSt IO OMIE . . . . o Lt e e e e e e (12.937)
Net loss and comprehensive loss for theperiod . . ... ... . ... .. . ... . ... . ... ... 137.446
Deficit, Beginning of the Period . . ... ... ... ... ... . . —
Deficit, End of the Period . .. .. ... . .. .. . e $ 157.446
Basic and Diluted Loss per share (Note 2d). . . ..... .. ... ... . ... ... .. .. .. .. . o $ 0.03
Weighted average number of sharesoutstanding. . .. ... ... ... ... ... L oo 5,950.000
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ZAZU METALS CORPORATION
(An Exploration Stage Company)

Statement of Cash Flows
From Incorporation Date of November 29, 2006 to December 31. 2006

In UK. dollars

Cash was provided by (used in):
Operating activities

Loss for the period . ... .. .. e $ (157440
Writeoff of iNCOTPOTANION COSIS . . L .. ... . e 1,000
Changes in noncash working capital items .. ... ... ... L 294,505
Net cash used in Operating aCtivillEs . . ...ttt i e e 138,059
Financing activities

Shares 1ssued T0r Cash . . . . . e e e e e e 5,000
Special warrants issued forcash ... L. oL 11,400,000
Special warrants ISSUANCE COSIS . .. . ... e {1.031,542)
Net cash used in financing activities .. .. .. .. 10.373.4538
Increase in Cash. . ... . . e e 10,511,517
(Cash and cash equivalents, Beginning of the Period . .. .. .. .. ... ... ... ... ... ... ... ... —
Cash and cash equivalents, End of the Period . ... ... .. .. .. ... .. ... ... .. ... ... ..., $10.511,517
Cash and cash equivalents position consists of:

Equity Transter Trust ACCOUNL. . . o .ttt t i e e et e e e e e e £10.506,537
Peterson Law Trust ACCOUNT . . . .. Lo e e et e e 4,980
Cash and cash cquivalents, End of the Period ... .. .. ... ... . ... ... .. . S10511,517

Supplementary Cash Flow Information — Note 6
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ZAZU METALS CORPORATION
(An Exploration Stage Company)

Notes to the Annual Financial Statements
From Incorporation Date of November 29, 2006 to December 31, 2006
In US Dollars

Nature of Operations

Zaru Metals Corporation (the “Company™ is a Canadian company which is engaged in the acquisition and exploration of mineral properties. The
Company wis incorporated by o Cenificate of Incorporation issued pursuunt to the provisions of the Canada Business Corporations Act on
November 219, 2006,

The Company has net commenced commercial operations and as at peried end, had no significant assets other than cash generated by s initial
private plucement. Subsequent to the period end. the Company commenced the process of identifying mineral propertics acquisitions as indicated
in subsequent events note (Note 9b).

Significant Accounting Policies

a)

3]

c)

d)

e)

&)

h)

Basis of presentation

These [inancial statements are preseated in accordance with generally accepted accounting principles ("GAAP™) applicable in Canada,

Fiseal period

The Company’s fiscal year-emd is December 31,

Use af estimates

The preparation of linancial stitements in conformity with Canadian GAAP requires management o make estimates and assumptions that
atfect the reported amounts of assets and ltabilities ind disclosuce of contingent assets and liabilitics at the dates of the financial statements
and the reported amounts of revenues and expenses during the reported perinds. Actual results could ditfer from these estimates.

faoss per share

Basic earnings 1kosy) per share is computed by dividing income (or loss) atteibutable o common shareholders by the weighted average
number of common shares outstimding during the period. The computation of dituted earnings per share assumes the conversion, exercise or
contingent issuance of securities only when such conversion, exercise or issusnee would have a dilutive effcet on carnings per share. The
dilutive effect of convertible seeurities is reflected in diluted earnings per share by application of the “if converted™ method. The dilutive
effect of outstanding options and wuarrams and their equivalents are rellected in diluted earmings per share by application of the treasiry stock
method,

Cash and cash equivalents

Cash and cash eguividents consist of highly liguid investments which are readily convertible into cash with maturities of three months or less
when purchased.

Foreign currency translation

‘The Company’s functional and reporting currency &s the US dolbur. The Company is based in Canada and its Canadian doltar accounts ure re-
measured into US dellars using the tempomad method as follows:

i) Monctary items at the rute prevailing at the balunce sheet date:
i) Non-monetary items at the historical exchange rate;

iti)  Revenue and expense sre translated ot the average exchange rates in effect during applicable accounting periods except depreciation
and amonization which are translated at bistorical rates:

iv)  Exchange gains and Fusses on foreign curmency translation are included in operations for the period.

Income taxes

The Company uses the liability method of accounting for income taxes. Under this method, current income taxes are recognized for the
estimated income taxes payable for the cwrrent period. Future income tax assets and tiabilities are recognized for temporary differences
hetween the tax and accounting bases of assets and liabilities as well as tor the benefitof losses available 1o be carried forward to future yeurs
for tax purposcs. Future income tax assets are evaluated and if realization is net considered more likely than not,a valuation allowinee is
provided,

Financial instruments

Financial assets, except those clussified as held to maturity, and derivative financial insirements e measured a1 fair vidue, All financial
liabilities are measured at fair value when they are clssified us held for trading: wherwise. they are measured at cost. lnvestments ¢lassilied
as available Tor sale are reported al Fair market vadue (or murk to market) based on quoted market prices with unrealized gains or losses
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J}

k)

i)

m}

)

@)

p)

excluded from curnings und reported s other comprehensive income or boss, All investments are (o be destgnated s available for sale, As at
the period end finaneial lishilities are measured st cost and the Company held no fovestmens.

Comprehensive incomefloss

Comprehensive income/loss is the change in the Compuny™s net assets thae results from transactions, events and circumstances from sources
other than the Company's sharcholders. Other comprehensive income includes the halding gains and losses from available for sale securities
which are not included in net earnings (loss) until realized. As ut the perivd end no amounts were recorded in comprehensive income/toss.

Fair value of financial instrunents

Financial instruments include cash and cash equivalents, marketable securities and accounts payahle and accrued liabilities, The fair value of
arms-length financial instuments approximates theiv carrying value due to their shost-term maturity.

Risk management

The Company is engaged pritharily in minerad exploration und manages related industry risk issues directly. The Company is w risk for
environmental issues and fluctwtions in commodity pricing, Management is not awire of und does not anticipate significant environmental
remediation costs or liabilities in respect of its currem aperations.

The Company is not exposed to significant eredit concentrition risk. The Compiny is not exposed o signiftcant interest rate risk.
‘The Company operites in foreign jurisdictions, giving rise to significant exposure to market risks from changes in foreign currency rates, The

financial risk is the risk (o 1he Company s uperations that arfses from fluctuations in foreign exchange rates and the degree of volutility of
these rates, Currently, the Company does not use derivative instriments to reduce its exposure 1o foreign cwrency risk.

Asset retivement obligutions

The Company recognizes the fair value of labilities for asset retirement obligations in the period in which a reasonable estinsate of such costs
can be made. The asset retirement obligation is recorded as a Hability with a corresponding increase o the carrving amount of the related
long-lived usset, Subsequently, the asset retirement cost is allocated to expenses using a systematic and ratienul method and is alse adjusted
to reflect perivd-to-period changes in the liability resulting from passage of time and revisions to ¢ither timing or the amount of the oniginal
estimate of the undiscounted cash tlow. As at the period end, the Company had ne asset retirement obligations.

Deferred costs

Costs related o locating and eviduating property scquisitions are deferred until an agreement has been entered into by the Company. ‘The
deferred custs are then reaflocated o mineral propentics. If no agreement is entered into. the deferred costs are expensed as property
investigalion costs,

Variahle Interest Entities

The Accounting Stamdards Bourd {AcSB) issued Accounting Guideline AcG 15 “Consolidation of Vuriable Interest Entities™, 1o hanmonize
the Guideline with the equivulent Finuncial Accounting Standurds Board (FASB) Interpretation No. J6R, “Consolidation of Variable Interest
Entities™ ("VIE™). The Guideline provides criteria for identifying VIEs and further criteria for determining what entity, if any, should
consolidute them.

The Company does not currently tave any VIE"S for the period eading December 34, 2006.

Share capitul
i) The proceeds from the exercise of stock uptions or warrants are recorded ax share capitad,
i) Share capital issued for nen-monetary consideration 3s recorded at an amount based on Fair market value,

iii) The proceeds from the issue of units is allocated between commaon shares and common share purchase witrrants on i pro-rati bisis on
relative fair values as follows: the fair vislue of the common shares is based on the market close on the date the units are issued and the
fair value of the common share purchase warrants is determined using the Black-Scholes pricing model.

Asset impairinent

The Company performs impairment tests on ils propeny, plant and squipment when events or changes in circumstance indicate that the
carrying vitlue of an asset may not be recoverable. These tests compare expected undiscounted future cash flows from these assets (o their
carrying vatues. 1f shortfalls exist, axsets wre written down Lo the discounted value of the furure cash flows bused on the Company s average
cost of horrowing

Capital Stock

Details are as fotlows:

a)

Contmaon shares
Authorized;
Untimited common shares {"Common Shires™)

Unlimited special voling shares ("Speciat Voting Shures™)
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b}

)

Common shares issued and outstanding Number  Amount

Common Shares issued for cash pursaant 1o private placement .. ... oo e 5000000  $5.000
Balmce, December 31, 2000 . . . . L e 5.000.000 $3.000

The Campany completed a founder™s private placement on December 18, 2006, The Company issued 5,000,000 Common Shares at $0.001
per share for total proceeds of 55,000

Special warranty

Special Warrants

Issued: Qutstunding * Amount

Special warrants issued for cash pursuant to private placemnent . ... ... Lo 1 1,400,000 511400000
Fair value of broker Wirtants . . . . ... . e e — (319.983)
Special warrant ISSUMICE COSES L . L L. L e — (1.031,542)
Bulunce, December 31, 2000 . . . L. e e e e 11,400,000 510,048,475

The Company completed # private placement en Decemnber 20, 2006, issuing 4 total of 11400000 special wanants (the “2006 Special
Warrants™) at $1.00 per 2006 Special Warrant for gross proceeds ol $11.400,000. The Company also issued 906,400 broker spevial warrants
with a fair vatue of $319.983 (Note 3d) {the “2006 Broker Specia! Warrants™) and paid i 8% commission o the agent in the amount of
$906,400 and $125,142 in legal fees.

The proceeds of such privane placement were held in escrow subject to conditions which included, umong other things, that the Company be
in & position to enter into an exploration and option agreement with GCO (the “GCO Exploration and Option Agreement™). Such escrow
vonditions were satisfied, and the proceeds of the private placement were released. on February 26, 2007,

Euch 2006 Special Warrant is exercisable, for no additional consideration. for one Common Share (subject wadjustment as described below)
at uny time until an automatic exercise date of the earlier of (i) the date of completion by the Company of a Liguidity Event (ux defined below)
and (ii) December 20, 2011 (being the fifth anniversary of the issue of the 2006 Special Warrants). Any 2006 Special Warrams not exercised
by such date will be automatically exercised on such date.

For purposes of the 2006 Special Warrants, o “Liguidity Event™ means the completion hy the Company of either (i) a distribution wo the public
of Commen Shares pursizant to a prospectus and the concurrent listing of the Common Shares on a recognized Canadian exchange or
{ii} another transaction as 4 result of which all vuestanding Common Shares, or securities of another issuer issued in exchange for all
outstanding Common Shares, are traded on a recognized exchange and are freely tradable (subject o any applicable control block
restrictions}.

In addition 16 customary adjustments for subdivisions. consolidations or other such chianges in the Common Shares, the 2006 Special
Wareants provide for the following adjustments to the exchange ritio (currently one Common Share per Special Warrant) for the 2006
Speciul Wirrants:

(a}  Inthe event that the Company does not complete a Liguidity Event by December 20, 2007, the 2006 Specinl Warrants will become
subject to 4 conversion rake increase of a fsther (11 Common Shares effective as of the deadline date ard thereafter a further 0.1
Common Shares for each month prior to completion of a Liquidity Event.

(h)  The 2006 Special Warrants entitle the holders 1o be issued additienal Commeon Shares upon exercise of the 2006 Special Warrants if the
Cumpany issues Common Shares, or seeurities convertible (or exchangeable or exercisable) for Comimon Shares at an issue price (or
having i conversion or exercise price) which reflects an effeetive acyuisition price per Comman Shaze which is less than the price paid
under the 2006 Special Warrunt offering, which was $1.00 per 2006 Special Warrant (the 2006 Dilutive Offering Price™), with the
number of additionat Commeon Shares to be sech that, after giving effect to the dssue of such additional shares, the effective acquisition
cost per Common Share vnderlying the 2006 Special Warrants will be equal to the 2006 Diluive Oltering Price.

Special Voting Shares:

Shares
Issued: Quistanding  Amount
Special Voting Shares issued pursuant W oprivate pCenmient . .. .o i e 11,400,000 SN
Bulunce, Decernber 31, 2006 . . . . L L e e e e 11,400,000 SNil

As part of the offering of the 2000 Special Warrams, the Company issued an agaregate of 11400,000 Spectal Voting Shares 1o the purchasers
of the 2006 Special Warriis, being ane Special Voting Share per 2006 Special Warrant issued. Each Special Voting Share entitles the holder
theresf to o number of votes at any meeting of holders of Commen Shares eguat to the number of Common Shares which may then be
abtained upon the exchange of the 2006 Special Warrane to which the Special Voting Share rebates. With respect 1o any written consent seught
from the hulders of Common Shares, each vote sttached o the Special Voting Share will be exercisable on the same basis as set forth above.
‘I'he purpose of the Special Voting Shares is solely 1o provide to the holders thereof the same voting vights they would have had had they
directly acquired the Common Shares underlying the 2006 Special Warriants which they purchased tand. sccordingly, the Speciab Voting
Shares will be cancelled upon exchange of the related 2006 Special Warrants for Commen Shares).
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4.

d)

Allrights of a hilder of 2006 Special Warrants to exercise votes attached o Speeial Voting Shares will cease upon the exchuange of all such
holder's 2006 Special Warrants for Common Shares.

The Speeial Vuting Shares do not entitle the holbders w reccive any distributions from the Company or any of the net assets of the Company in
the ¢vent of a termination or winding-up of the Company. Any Special Voting Shures acquired by the Company will immediately cease w
represent an entitlement 1o vote at meetings of sharcholders. A Speciab Viting Share is fot transterable separately from the 2006 Special
Warrant 1o which it relates, and u Special Voting Share will autumatically be transferred upon a permitted transfer of the related 2006 Special
Warrant, Special Voting Shares are evidenved only by the ventificates representing the associated 2006 Special Warrants and will be
cineelled vpon the exchimge ol the related 2006 Specinl Warrants for Common Shares.

Except for the right to be counted towards a guorum and o requisition, vote at, and reeeive materials for, meetings of the holders of Common
Shares, the Special Voting Shares do not confer upon the hotders thereot any other rights,
2006 broker warrants and contributed surplus

In connection with the offering of the 2006 Special Warrants, the agent tor such otfering was issued broker special warrants (the 2006
Broker Special Warrants™) entitling the agent to receive 2006 Broker Warrants which are exercisable in whole or in part allowing the holder
to purchase Common Shares as Tollows:

Numher of

Common Shares Weighted Average
Underlying Warrants Exercise Price
Granted to agent of 2006 Specinl Warrant placement . . . .. ... ... .. .......... 906.400 §1.00
Balunce, Decemnber 31, 2006, ... oo 906400} $1.00

Each 2006 Broker Special Warrant is exercisable, at any time for no additional consideration, tor one wacrant (i "2006 Broker Warrant™) (and
will be sutematicaily exercised for 2006 Broker Warrunts al the satne time ay automatic exercise of the 2006 Special Warrants oceurs. as
described under Note 3b), Each 2006 Broker Warrant is exercisable for one Commuon Share until the luter of June 24}, 2008 and the six-month
anniversary of the completion of a Liguidity Event at an exercise price of S1.00 per share.

{n the event that the Company doees not complete a Liquidity Evemt by December 20, 2007, the 2006 Broker Warrants will become subjectio n
conversion rate increase of a further 0.1 Common Shares effective as of the deadline date and thereafter a further 0.1 Common Shares for
ciach month prior to completion of a Liquidity Evem,

‘The fair value of the 2006 Broker Special Warrants granted was ¢stinnated on the dine of grant using the Black-Schules Option Pricing Model,
and the estimuted fuir value of $319.983 was recorded in contributed surplus bised on the following weighted average assumptions:

2006
Hxpected dividend wield .. L e e 0%
Expected stack price volalibily . . . L . L e e e e 75%
Rink T e L o e e e e 4.200
Expected life of warmanmts . . o L 1.5 years

Deferred Costs

The Company incurred S60,000 in costs during the perind consisting of costs related to evaluating the LIK propeny subsequent to the period end.
These costs were charged 1o mineral properties at the time that the LIX property agreentent was consuminated (Note 9).

Related Party ‘Transactions

[£)]

(b}

As at December 31, 2006, the Company owed $60.000 to a company controlled by i senior ofticer and director of the Company. which
amount relates fo third party costs for mineral property expenditures snd administritive expenses. The amount is interest free and was paid in
tull subsequent to the end of the period.

The Company has paid cemain share isswances, incorporation and tegal costs in the amount of $32.766 1o a legal firm whose partner is a
director of the Company.

Related panty transactions are in the ordinary course of business. oceurring on terms thit we similar to those of transactions with unrelated parties.
and therefore are measured at the exchange amount,

Supplementary Cash Flow Informustion

Supplemental Disclosure of Non-Cash Financing and 1nvesting Activities include: 2006
Deferred wosts . .o e S 60,000
Fair vilue of broker WIsrinis . . . .. L L L L e $319.983




7.

Income Taxes

al

b}

<}

Reconcilintion of Company’s statutory and effective tax riates:

For the period from
November 29, 2006
to December 31,

2006
SOy Rl . o L e e e e e e e e 34 12%
Netdoss for the period L oL e e e e e S 157446
Recovery of incomce taxes hased on statwory Canadian combined federal and provineial income ax rates . . .. 53721
Deductible portion of speciil) WillTants IssUe €0nlS . oL 0t e e e e 351962
Noun-deductible MCorporaticon COSS . . . . L e e e e (341)
Loases for which no tax benefit has been recogmized . . ..o oo L (405,342)

INUEHIIE BLX TECONVETY « o o ottt et et et e e e e 5 —

The significant components of the Compuny’s future tax assets, assuming a future tax rate of 34.12%, ure as follows:

December 31, 2006

NOT-Capilt] Onsts . oL e e e e e $12372

Shure and speciil WIiltTals JSSUE COSIE © . L L L e 281,570
405,342

Less: Valmution alominee . . . o e e e {-1005,342)

Net fULITE A0 Q8SST L0 oo v L i e e e e e $ —

The Company has accumulated losses of $362,754 which may be used (o reduce future year's taxahle income. These losses expire as follows:

December 3, 2006

Net Iiss for the period Lo o $157.440

Add (less):

IRCOMPOEION CORS . . o i e e e e {1.000)
Deductible portion of share and speeial warsiinls issue COsts L o 0 206.308

Net loss for tax purpeses for the peried ending December 31,2006 .. ... ... o L $362,754

Year  Amount

Non capital Toss currytorwinntd . . L e e 026 8§362,754

Restricted Cash

The $10.493,600 raised from she Company's 2006 S pecial Warrant private placement {Note 3) were restricted until the Company had successtully
entered into the GCO Explortion and Option Agreement (Note 9),

Subsequent Events

a)

b}

The Company incorporated Zazu Metals (Alaska) Corporation (“Zazu Aluska™). a subsidiary of the Compuny. in the State of Alaska, United
States on January 18, 2007, Zazu Alaska is the legal hulder of alt of the Compeny’s minerub exploration interest in the State of Alaska.

On February 26, 2007, Zazu Alaska signed the GCO Explorwtion und Option Agreement. This agreement gave Zazu Alaska the right 1o
sequire trom GCO, on certain terms and conditions {including cash payments of up to $21.230,000 and exploration expenditures of
340,000,000 inclusive of exploration expenditures required to be made under the LIK Block Agreement (defined below), up to 62.5% of
GCO’s interest in the following: (i) GCO™s undivided 507% interest in certain state mining focations sitwated in the Barrow Reconding District
in the State of Alaska, United Svates, and other assets related o the properties., subject to a pre-existing |49 net profits interest: and (il GCO's
right to acquire a further interest in such lands from the holder of the other undivided 50% iaterest, Teck Cominco American Inc. (“Teck
American”™). pursuant to an agreement Jdated October 17, 1984 (the “LIK Block Agreement™),

The LIK Block Agreement, the properties and other assets are reterred to as the "LIK Block™.

Under the LIK Block Agreement. GCO was the operator and had the right to carn from Teck American a further 30% interest in the LIK
Block by incurring $25.0 million in exploration expenditures on or betore January 27. 2018, subject (o certain inflation adjustments on the
unspent amount etfective from February 1. 1988,

To date, o total of $4,99:4,302 has been incurred in exploraion expenditures pursiant 1o the terms of the LIK Block Agreement all of which
were incurred prior to 1992, The adjusted ameunt of qualifying expenditires is currently estinzted to be approximately $40,000,000. In
accordimee with the LIK Hlock Agreement, at the time this expenditure obligation is satsfied, Teck American has i one time election o
(i} maintain the 209 inerest which shall become a participating inlerest pursuint (o a joint operaling agreement with a pro rata sharing of the
pre-existing |50 net profits inferest, or (ii) transfer it interest in eachange for a 2% netsmelter retur royadty interest such thar GCO would
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c)

d)

¢)

g

h)

bevome the holder of a 1005 undivided interest in the LIK Block subjeet enly to the pre-existing 1% net profits interest and the 2% net
smelier royalty,

Prioe to June 28, 2007, Zazo Alaska had made total payments of' § 130,000 to GCO pursuant to the terms of the GCO Exploration and Option
Agreement, On June 28, 2007, Zazu Alaska completed the purchase of GCO's interest in the LIK Block pursuant to the terms of a purchase
and sate agrecment dited May 31 2007 such thut Zuza Alaska aequired a 50%: undivided interest in the LIK Block property and related
assets., and became the assignee of all of GCO's right, title and interest in the LIK Block Agreement. in considerstion fur a cash puyment of
$20.000.000 (paid) and the grant of a 2% act proceeds interest. The exploration expenditares must still be incurred and the election by Teck
American must occur in order o obtain the remaining 50% in the LIK Block property. The Company guaranteed the obligations of Zazu
Alaska pursuant to the terms of the purchase and sale agreement.

On January 21, 20607, the Company issued 100,000 Common Shares to a holdee of 100,000 2006 Special Warramiy upon exercise in
accordance with the terms thereof,

On February 18, 2007, the Company issued [(HLO000 commuon shares 10 the President & Chief Operating Offtcer ot a subseription price of
S1.00 per share for gross proceeds of $100,000 measured at the exchange rate on the date of receipt of funds.

The Compuny completed o privite placement in two tranches on June 28, 2007 and July 3. 2007, issuing a total of 11,475,900 speciul
warrants {the “2007 Spectal Warrants™) at $1.75 per 2007 Special Warrant for gross proceeds of 520,082,825, Fhe Company albso issued
573,795 broker special warrants (the 2007 Broker Special Warrants™) und paid a 7% commission (81,405,798} to the agent and legal fees
{372,500} for total offering costs of $1.478,298 and net proceeds of $18.604.527.

The proceeds of such private placement were held in escrow and released concurrently with the completion {and in order to allow the
completion) of the Company’s acquisition of GCO's entire 30% interest in the LIK property and the 1K Bluck Agreement.

Each 2007 Special Warrant is exercisable, for no additicnal consideration, for one Commen Shure (subject to adjustment as descrihed betow)
at any time until an auomaic exercise date of the earlier of (i) the date of completion by the Company of a Liguidity Event and (i) June 28,
2012 (being the fifth anniversary of the injtiad issue of the 2007 Special Warrants). Any 2007 Special Warrants not exercised by such date will
he automatically exercised on such date,

Each 2007 Broker Special Warrant is exercisable, at any time for no wdditional consideration. for one warrant (a 2007 Broker Warrunt™ (and
will be automatically exercised for 2007 Broker Warrants at the same time as aotomatic exercise of the 2007 Special Warrants occurs), Each
2007 Broker Warrant is eacrciaable for one Common Share until the fater of December 28, 2008 und the six-month anniversary of the
completion of o Liquidity Event at an exercise price of 31,75 per shure,

in addition to customary adjustments for subdivisions, consolidations or other such changes in the Common Shares, the 2007 Special
Warrants provide for the following adjustments o the exchange ratio {currently one Common Shaee per 2007 Special Warrant) Tor the 2007
Special Warrants:

(i) Inthe event that the Company does not coraplete a Liguidity Event by June 28, 2008, the 2007 Special Warrants tand the 2007 Broker
Warrintsp will become subject to a conversinn rate inerease of o further 11 Commaon Shares effective as of the deadline Jdute and
thereafter a further 0.1 Commuon Shares tor cach munth prior to completion of o Liquidity Event.

(it The 2007 Special Warrants entitle the holdees w be issued additional Common Shares upon exercise of the 2007 Special Wurrants if the
Company issues Commen Shares. or securities convertible (or exchangeable or exereisable) for Common Shares at an issue price (or
having a conversion or exercise priceY which reflects an eftfective acquisition price per Common Share which is less than the price paid
under the 2007 Special Warrant offering, which was $1.75 per Special Warrant (the 2007 Dilutive Offering Price™). with the number
of additiena! Common Shares 1o be such that, after giving cffect to the issue of such additional shares. the etfective acquisition cost per
Common Share underlying the subject 2007 Speciad Warrants will be equal to the 2007 Dilwtive Offering Price.

Subsequent 1o December 31, 2000, the Company entered into i contract to purchise a dismond doill and certain relmed equipment for an
aggregate purchase price of $167,175,

On August 2, 2007, the Company eatered into i drilling agreement with Frontier Exploration LLC (“Frontier™), pursuant (o which Frontier
agreed to (i) complete a minimum of 30,000 feet of drilling on certain cluims locuted on the LIK property. and (i3} drill and muintiin holes.
move equiptnent, build pads, and conducer relawed activities, as directed by the Company and in wecordance with agreed-upon rites.

The dritling contract provides that the work program wus to commence on or about August 1, 2007 and that Frontier was (o receive a contract
bonus in the amount of $100.000. plus an additional awird bonus amount cqual to 35,000 per week, 10 o maximum of $25,000, for every
week prior to Scptember 5. 2007 that Fronatier began the work program on site. Frontier commenced work on August b 2007 and as a result
was puid o tatal bonus of $125.000.

On August 27, 2007, the Company issued 151,571 Common Shares to subscribers including directors and officers of the Company at a
subscription price of $1.75 per share for gross proceeds of $263.249 measured at the exchange rate o the date of receipt of tunds.

On August 1, 2007, the Company entered into consulting and employment agreements with the officers of the Company. The following
outlines the agreements:

*  Chairman and Chief Exceutive Officer, § year contract with annual consulting fee of $185,000.
»  President and Chiel Operating Ofticer, 5 year employment conteact with anaval salury of S160.000),
*  Vice President and General Legal Counsel. § year contract with annual consulting fee of $160,600.

= Vice President of Exploration, 3 year contract with consuliing fee of $60 per hour,
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k)

The Company may terminate the agreemcents of the Chairman and Chiel Exeeutive Officer, the President und Chief Operating Ofticer and the
Vice President and Geaeral Counscl at uny time, subject to the payment of i fee amounting 1o the bakinee of the contract fee for the duration
of the entire contrack, plus a cancellation and rermination penalty cquad to 305 of that amount,

On September 18, 2007, the Company approved a stock option plan and granted options to directors, ofticers and consultants o ucquire a
total of 2,775,000 Cummon Shares at an exercise price per share to be the same as the offering price under the Company s proposed initial
public ofTering, and to be exercisable until the fifth anniversary of the dute of listing the commaon shares on the Torontoe Sweek Exchunge
("TSX™). with such options vesting as to 13 of the options on each of 90 duys, 12 months and 18 menths afier the date of listing,

On September 18, 2007, the Company s Board of Dircetors approved the filing of o prospectus for an initial public offering (*1PO™) 10 ruise
gross pruceeds of $§ @ und approved an application for the listing of the Compuny's conunen shares on the TSX.

Pursuant tr the terms of an agency agreement dated @, 2007, Raymond James Liud., Dundee Sccurities Corporation, Paradigm Capital
Inc, and Cormurk Securities Ine. (collectively, the “Agents™) have agreed o act as agents on o best eltorts basis for the 1PO. Under the terms
of the agency agrecment, the Ageats will reeeive a cash comeninsion equal e 7.0% of the gross proceeds of the TPO. The Company s shire of
issue expenses are estimaed wt § @

The Company ilso granied an over-allotment optien to the Agemts, W purchase up to an additional 15% of the number of common shares
subjecttothe IPOw S @ per common share, which if exercised io full, will increase the gross proceeds of the offering by o maximum
of § @ . The over-ullmment option will he exercisable for u 30-day peniod foflowing closing of the 1PO.

The 1PO and the disting of the Company's common shares on the TSX are subjeet to regulatory and other approvals,
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AUDITORS® CONSENT
We have read the prospectus of Zazu Metals Corparation (the “Company™) dated October @. 2007 relating to the

issue and sale of @ common shares of the company. We have complied with Canadian generally accepted standards for an
auditor's involvement with offering documents.

We consent to the use in the above-mentioned prospectus of our report to the directors of the company on the balance
sheet of the company as at December 31, 2006 and the statements of loss and deficit and cash flows for the period ended
December 31, 2006.

(signed) @

Chartered Accountants

Vancouver, British Columbia
October @, 2007




CERTIFICATE OF THE COMPANY
DATED: October 29. 2007

The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by this
prospectus as required by Part 9 of the Securities Aci {British Columbia), Part 9 of the Securities Act (Alberta). Part XT of
The Securities Act, 1988 (Saskatchewan), Part VII of The Securities Act (Manitoba), Part XV of the Securities Act
(Ontario), Part 6 of the Securities Act {New Brunswick). Part XIV of the Secnrities Act (Newtoundland and Labrador),
Section 63 of the Securities Act (Nova Scotia), Part IT of the Securities Act (Prince Edward Island). the Securities Act
(Yukon), the Securiries Act (Northwest Territories) and the Securities Act (Nunuvut) and the respective regulations
thereunder. This prospectus does not contain any misrepresentation likely to affect the value or the market price of the
securities to be distributed, as required by the Securities Act (Québec) and the regulations thereunder.

Z.azu METALS CORPORAFION

(Signed) Gi. Atzmon (Signed) Kerry O. BEamisu
Chief Executive Officer Chiet Financial Officer

On behalf of the Board of Directors of Zazu Metals Corporation

(Signed) MicHAEL A. STEEVES (Signed) Dexnis H. PETERSON
Director Director
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CERTIFICATE OF THE PROMOTER
DATED: October 29, 2007

The foregoing constitutes full, true and plain disclosure of all material fucts relating to the securities offered by this
prospecius as required by Part 9 of the Securities Act (British Columbia), Part 9 of the Securities Act (Alberta), Part XT of
The Securities Act, 1988 (Saskuatchewan), Part VII of The Securities Aci (Manitoba), Part XV of the Securities Act
(Ontario), Part 6 of the Securities Act (New Brunswick). Part XIV of the Securities Act {(Newtoundlund and [Labrador),
Section 63 of the Securities Act (Nova Scotia), Part 11 of the Securities Act (Prince Edward Island}, the Securities Act
(Yukon), the Securities Act (Northwest Territories) and the Securities Acr {Nunavut) and the respective regulations
thereunder. This prospectus does not contain any misrepresentation likely to affect the value or the market price of the
securities to be distributed, as required by the Securities Act (Québec) and the regulations thereunder,

(Signed) Gii. ATZMON




CERTIFICATE OF THE AGENTS
DATED: October 29, 2007

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 as required by Part 9 of the Securities Acr (British
Columbia), Part 9 of the Securities Act (Alberta), Pant X[ of The Securities Act, 1988 (Saskatchewan), Part VII of The
Securities Act (Manitoba). Part XVof the Securities Act (Ontario), Part 6 of the Securities Act (New Brunswick), Part XTIV
of the Securities Act (Newfoundlund and Labrador), Section 64 of the Securities Act (Nova Scotia), Part 1 of the Securities
Act (Prince Edward Island), by the Securities Act (Yukon), by the Securities Act (Northwest Territories) and by the
Securities Act {Nunavut) and the respective regulations thereunder. For the purpose of the province of Québec. to the best
of our knowledge. this prospectus does not contain any misrepresentation likely to affect the value or the market price of
the securities to be distributed. as required by the Securities Act (Québec) and the regulations thereunder.

RayMonD James Lo,

(Signed) Davin GREIFENBERGER

DUNDEE SECURITIES CORPORATION PARADIGM CAPITAL INC.

(Signed) Riciarn M. Conen {Signed) ANDREW PARTINGTON

CORMARK SECURITIES INC.

(Signed) DarreN WALLACE
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