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Corporate Structure

Name, address and incorporation

Chariot Resources Limited (“Chariot” or the “Company”’) was incorporated under
the laws of the Yukon on November 12, 1996 under the name Hyperion Resources Corp.
On February 21, 2002, the shares of the Company were consolidated on the basis one
new for five old shares and the name of the Company was changed to Chariot Resources
Limited. On October 28, 2004, the Company was continued under the Business
Corporations Act (British Columbia). The head office of the Company is located at Suite
702, 55 University Avenue, Toronto, Ontario M5J 2H7 and the principal business office
of the Company is located at Jiron Crane 102, Piso 3, Urb., Jacaranda, San Borja, Lima
Peru. The registered office of the Company is located at 10™ Floor, 595 Howe Street,
Vancouver, British Columbia, V6C 2T5.

Intercorporate relationships

The following are the subsidiaries of the Company.

Chariot Resources Limited
(British Columbia)

100% 100%
Andes Resources
Chariot Holdings Inc. Compania Minera
(Cayman Islands) S.A.C. (Peru)
100% 100%
Chariot Operating Limited Chariot Partners Limited
(Cayman Islands) (Cayman Islands)
50% 20%

|

Marcobre S.A.C. (Peru)

In July 2003, the Company acquired the issued and outstanding shares of Andes
Resources Compania Minera S.A.C. (“Andes Resources”) for consideration consisting of
3,500,000 Common Shares of the Company issued at a price of $0.15 per share. Andes
Resources has entered into a Services Agreement with Marcobre S.A.C. (“Marcobre”) to
provide management services to Marcobre with respect to the Marcona Copper Project
(“Marcona”). See “Marcobre Joint Venture — Services Agreement” and “Information




with respect to the Korean Partners”.

Marcobre was formed to acquire, explore, develop and operate Marcona. Chariot
indirectly owns 70% of the outstanding shares of Marcobre and Korea Resources
Corporation (“KORES”) and LS-Nikko Copper Inc. (“LS-Nikko™), formerly LG-Nikko
Copper Inc., together the “Korean Partners” indirectly own 30% of the outstanding shares
of Marcobre. See “Acquisition of Marcona Copper Project” and “Marcobre Shareholders
Agreement”.

Development of the business

Significant acquisitions

See “Acquisition of the Marcona Copper Project — Acquisition and Ownership”
for a description of the Company’s purchase of a 70% interest in the Marcona Copper
Project.

In July 2003, the Company acquired the issued and outstanding shares of Andes
Resources Compania Minera S.A.C. (“Andes Resources”) for consideration consisting of
3,500,000 Common Shares of the Company issued at a price of $0.15 per share.

General description of the business

Information with respect to the copper industry

Copper is consumed in the form of copper wire, copper products and copper alloy
products. Wire and cable copper is used for general industrial cable, utility power cable,
telecommunication cable, insulated wire and winding wire for electrical motors. The
largest single use of copper in copper products is for copper tubing for plumbing, heating
systems, air conditioners and refrigerators. Copper alloy products include copper sheet
and strips and brass products used for building fixtures and fittings.

The price of copper is primarily determined by changes in supply and demand
which, are in turn, affected by global economic conditions.

Brook Hunt & Associates Ltd. (“Brook Hunt”), an independent mining and metals
consultancy, recently published its June 2005 forecast for copper production,
consumption, market balance and prices. The information in the following tables is from
Brook Hunt.



Copper Forecasts
(Source: Brook Hunt June 2005)

Metal Balance

2002 2004 2009 2016
Global Refined Copper Consumption 14,913 16,960 20,669 26,125
Global Refined Copper Production 15,347 15,906 20,258 19,016
Surplus (Deficit) 434 (1,054) (411) (7,109)

Recently China’s strong demand for copper for infrastructure projects (such as
power generation and distribution), automobile manufacturing and electronic appliance
exports is considered by many as the catalyst for recent high copper price levels. China
leads all regions with industrial production growth forecast at approximately 11% for
2005, 8% for 2006 and 10% on average over the five-year period ending 2009. China has
historically been unable to meet its copper consumption requirements with domestic
production and the resulting need for imports is expected to grow as its industrial
production grows. Reports from India indicate that it is entering into a period of higher,
relative to the recent past, investment in infrastructure projects and consumer
consumption and the expected development of former Eastern Bloc economies point to
greater copper demand in the near to medium term.

Refined copper production is forecast to grow from just under 16 million tonnes
in 2004 to 20.3 million tonnes in 2009 and fall short of expected demand. By 2016
refined copper production is expected to fall well short of forecast consumption. This
projected short fall will have to be satisfied from inventories and recycled material, by
changes in demand or new sources of supply not currently identified. Brook Hunt is of
the view that production will come from possible or probable new mining projects.

Regional forecasts of refined production and copper consumption are set out

below.

Refined Copper Production (tonnes 000's)

(Source: Brook Hunt June 2005)
Average Annual Growth

2002 2004 2009 2016 93-2002 02-2009 09-2016
Chile 2,827 2,837 3,468 2,578 8.4% 2.6% -3.6%
China 1,632 2,146 3,484 3,514 8.4% 9.9% 0.1%
Japan 1,401 1,380 1,687 1,687 1.7% 2.3% 0.0%
USA 1,512 1,335 1,496 1,411 -3.9% -0.1% -0.7%
Russia 861 905 1,022 1,022 4.3% 2.2% 0.0%
Others 7,114 7,303 9,101 8,804 3.0% 3.1% -0.4%
Global Total 15,347 15,906 20,258 19,016 3.1% 3.5% -0.8%




Regional Copper Consumption (tonnes 000's)
(Source: Brook Hunt June 2005)

Average Annual Growth

2002 2004 2009 2016 93-2002 02-2009 09-2016
Western Europe 3,739 3,796 3,895 3,447 1.9% 0.5% -1.5%
North America 2,644 2,737 2,853 2,704 0.4% 1.0% -0.7%
Japan 1,164 1,279 1,285 1,074 -1.7% 1.3% -2.2%
Asia 2,985 3,258 3,684 4,408 6.2% 2.7% 2.3%
China 2,425 3,564 5,896 10,518 9.6% 11.7% 7.5%
Russia 355 580 827 1,150 1.9% 11.2% 4.2%
Others 1,601 1,746 2,229 2,824 3.3% 4.2% 3.0%
Global Total 14,913 16,960 20,669 26,125 3.0% 4.2% 3.0%

The mine production growth in the 2002-2009 period may be attributable to the
opening of four SXEw mines in Chile (notably BHP Billiton’s Spence project and three
other relatively small mines with combined production of about 264,000 tonnes of copper
per year starting in 2006 or 2007); a Brazilian project (Chapada) that should produce
80,000 tonnes of copper in concentrate starting in 2007 and declining to about 40,000
tonnes of copper in 2012; a Canadian project (Duck Pond) producing about 19,000 tonnes
of copper in concentrate starting in 2007; and in Zambia where the Kansanshi project is
expected to produce 70,000 tonnes of copper in concentrate and 60,000 tonnes of SxXEw
copper starting in 2005.

The transition from modest production growth to a decline in mine production
starting in 2009 is due to expected mine closures as ore is depleted and to declining
grades which will exceed projected mine expansions or extensions of mine lives. Copper
production from a number of mines (El Abra, Highland Valley and Radomiro Tomic)
should decline starting about 2010 as reserves are depleted.

Mine Production (tonnes 000's)
(Source: Brook Hunt June 2005)

Average Annual Growth

2002 2004 2009 2016 93-2002 02-2009 09-2016
Chile 4,645 5,473 5,780 4,362 8.3% 2.8% -3.5%
USA 1,153 1,178 1,398 1,115 -4.6% 2.4% -2.8%
Indonesia 1,163 842 975 1,065 14.2% -2.2% 1.1%
Australia 868 816 864 576 7.6% -0.1% -4.9%
Peru 820 1,015 1,069 824 8.2% 3.4% -3.2%
Others 4,892 5,208 6,126 4,913 0.9% 2.9% -2.7%
Global Total 13,541 14,532 16,212 12,855 3.6% 2.3% -2.9%




The need for additional mine production to meet increasing refined metal
consumption will have to be satisfied by the reactivation of closed mines, additional
discoveries at producing mines, incremental expansions or the development of new
deposits. There are a few medium-sized possible/probable projects that may come on
stream during the 2007 to 2010 period and include Chuqui Mansa Mina (200,000 tonnes
of copper in concentrate and 100,000 tonnes of SXEw production); Gaby (150,000 tonnes
per year); an expansion at Andina (200,000 tonnes per year); a Collahausi expansion
(180,000 tonnes per year); and expansions at Los Bronces (150,000 tonnes per year) and
Olympic Dam (115,000 tonnes per year) and plans for Las Cruces (66,000 tonnes of
SxEw production).

Global smelting capacity is projected to increase by 3.6% during the 2002 to 2009
period and virtually no increase is expected during the 2009 through 2015 period.
Smelter capacity should increase because of major expansions in China, in Zambia
(Mufulira), Australia (Mt. Isa), incremental expansions at other smelters and with the
recommissioning of idle capacity. During the 1993-2002 period, copper prices were low
resulting in a decrease in copper concentrate production which led to a reduction in
smelter and refining treatment charges as smelters competed for dwindling supplies.
There was little increase in smelter capacity outside of China and India during this
period.

Smelter Production (tonnes 000's)
(Source: Brook Hunt June 2005)

Average Annual Growth

2002 2004 2009 2016 93-2002 02-2009 09-2016
Chile 1,417 1,578 1,794 1,794 1.2% 3.0% 0.0%
Japan 1,486 1,376 1,692 1,692 2.2% 1.6% 0.0%
China 1,249 1,594 2,741 2,761 10.9% 10.3% 0.1%
Russia 754 756 787 787 3.3% 0.5% 0.0%
USA 685 574 729 750 -7.8% 0.8% 0.4%
Others 6,375 6,533 8,107 8,141 3.0% 3.0% 0.1%
Global Total 11,966 12,411 15,850 15,925 2.1% 3.6% 0.1%




Brook Hunt has tracked the copper price from 1960 and measured it in constant
2005 dollars compared to current or nominal dollars. The following chart illustrates the
historical relationship and Brook Hunt’s June 2005 forecast for the price of copper.

Copper Price
(Source: Brook Hunt June 2005)
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For the 2009 — 2016 period the copper price is expected to average $1.19 ($1.05
in constant 2005 dollars). Early in this period prices could reach a cyclical low of $0.75
in constant 2005 dollars after which it is likely to steadily recover.

See “Risk Factors — Risks Relating to Chariot — Fluctuations in Price and
Consumption of Copper”.

Information with respect to Peru

The Marcona Copper Project and the Company’s other mineral property interests
are located in Peru. Set out below is an overview of Peru and its regulatory environment
with respect to exploration and mining activities.

Overview

The Republic of Peru is a democratic constitutional republic governed by an
elected government headed by a president who is both the chief of state and the head of
government. The President also appoints the members of the Council of Ministers. The
current president was elected in 2001 for a five-year term. The legislative branch of
government is a unicameral Congress composed of 120 members elected to serve five-
year terms. The next presidential and congressional elections are scheduled for April 9,
2006. The judicial branch of government consists of a Supreme Court of Justice whose
judges are appointed by the National Council of the Judiciary.
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The country is organized into 24 departments and one constitutional province,
more commonly being referred to as regions. Peru is implementing a decentralization
program whereby these 25 regional administrations will begin to exercise greater
governmental authority over their territories. In November 2002, voters elected new
regional presidents and other regional leaders. The authority that these regional
governments will exercise has not been clearly defined, but it will be devolved to the
regions over the course of several years.

Peru’s economy reflects its varied geography and local climates. The country
consists of an arid coastal region, the Andes mountains further inland and tropical lands
bordering Colombia and Brazil. Abundant mineral resources are found in the
mountainous areas and the coastal waters provide excellent fishing grounds. However;
an overdependence on minerals and metals subjects the economy to fluctuations in world
metal prices. After several years of inconsistent economic performance the Peruvian
economy was one of the fastest growing in Latin America from 2002 through 2004.

Peru Gross Domestic Product
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(Source — Preliminary Overview of the Economies of Latin America and the Caribbean 2004,United
Nations Economic Commission for Latin America and the Caribbean)

The economic growth experienced by Peru in recent years was due, in large part,
to foreign investment in the Camisea natural gas pipeline and numerous mining projects.
Although gross domestic product has grown significantly during the past three years the
benefits are not being realized by the average worker due to structural imbalances. The
unemployment rate has increased over the past decade and average real urban wages have
not grown. Real wages for urban workers were lower in 2004 than in 1995.
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(Source — Preliminary Overview of the Economies of Latin America and the Caribbean 2004,United
Nations Economic Commission for Latin America and the Caribbean)

In recent years there has been a growing economic gap between the relatively few
well educated, fully employed and the under or unemployed. There is also dissatisfaction
with the structural imbalances arising from the transition from a centralized system of
government and executive authority to a regional system. Both of these factors have lead
to several minor protest demonstrations and increased civil unrest in recent months. The
increase in protests and unrest is likely to continue during the upcoming election year.

Peru has a developed mining infrastructure, a large pool of skilled technical and
professional personnel and an established legal system. Due to an abundance of mineral
resources Peru has become a leading country for mining activities in South America.

Regulatory Environment in Peru
Mining Laws

Mining activities in Peru are subject to the Uniform Text of Mining Law which
was approved by Supreme Decree No. 14-92 EM on June 4, 1992. Under law the right to
explore for and exploit minerals is granted by way of concessions. A mining concession
is a property-related right, distinct and independent from the ownership of the land on
which it is located. The term of a concession is indefinite, provided that annual fees are
paid and penalties for not reaching minimum production levels established by law are
paid when applicable. The rights manifested in a mining concession are protected against
third parties, transferable, chargeable and may be the subject of any transaction or
contract. Mining concessions may be privately owned and no state participation is
required. Buildings and other permanent structures used in a mining operation are
considered real property accessories to the concession on which they are situated.

Annual Fees

Mining concession holders must pay an annual fee by June 30 of each year.
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Currently, the annual fee is US$3.00 per hectare (except for small and artisan miners who
pay a lower fee). In addition, concession holders must reach a minimum level of annual
commercial production of at least US$ 100 per hectare in gross sales within six years of
the year following the date that the concession was granted or, if the concession has not
been put into production within that period, pay a penalty equal to US$ 6.00 per hectare
for the seventh through the eleventh years following the date of the grant. After the
eleventh year the penalty increases to US$26.00 per hectare. Failure to pay the annual
fee or penalties for two consecutive years will result in cancellation of the concession.

Ownership of Mining Rights
Among other things, the Uniform Text of Mining Law provides that:

* No restrictions are placed on the remittance of dividends, funds to repay
debts and royalties from mineral production to persons outside of Peru;

* Mining rights may be forfeited if annual fees or penalties are not paid for
two consecutive years;

* Equal rights to explore for and exploit minerals by way of concession may
be granted to either Peruvian nationals or foreigners (except for areas
within 50 kilometers of Peruvian national borders, in which case
foreigners require special authorization); and

* The right to sell mining production freely in world markets is established.

Mine Closure and Remediation

On October 14, 2003, the Peruvian government published Law 28090 “Mine
Closure Law” which establishes provisions relating to mine closure plans. The law
provides that a mine must grant an environmental warranty for estimated costs associated
with its mine closure plan and expressly allows for different types of warranties such as
pledges, mortgages, cash collateral, trust agreements or other forms as permitted by the
Peruvian law and acceptable to the relevant Peruvian authorities. However, the specific
dispositions regarding when the warranties must be in place and the different levels and
types of warranties that companies will have to submit, which will depend on the level of
risk to the environment if a company does not comply with its closure plan, are going to
be determined in the regulations to the Mine Closure Law. The regulations have not been
issued.

Environmental Laws

The Peruvian Ministry of Energy and Mines regulates environmental affairs
within the mining sector, including: establishing the requirements for environmental
impact studies and an environmental protection policy and setting out maximum
allowable levels for effluents; signing environmental administrative stability agreements;

overseeing the impact of mining operations; and imposing administrative sanctions.

Royalties
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In June 2004, Peru’s Congress approved a bill (for which the enabling regulations
were enacted in November 2004) that has imposed royalty payments on Peruvian mine
production which are payable at the following rates:

* 1.0% for annual sales up to US$ 60 million;

e 2.0% on the excess of sales between US$ 60 million and US$ 120 million;
and

* 3.0% on sales greater than US$ 120 million.

This royalty will be deductible as a cost for Peruvian income tax purposes.
Taxation

Companies incorporated in Peru are subject to corporate income tax levied at a
rate of 30% on net income subject to tax. Corporations that make distributions of profits
or dividends to individuals (either “domiciled” or “non-domiciled” in Peru) or make
distributions to entities that are not “domiciled” in Peru are subject to a further 4.1% tax
on the value of such distributions.

Peruvian taxpayers are generally entitled to carry forward at least a portion of any
losses sustained in previous taxation years to offset taxable income in subsequent taxation
years. Taxpayers may elect between one of two carry forward methodologies: the first
allows tax losses to be carried forward for four years from the year in which they are
incurred and the second allows tax losses to be carried forward indefinitely but only to
offset 50% of taxable income earned during subsequent taxation years.

Capital assets used in the course of a business may be depreciated for Peruvian
income tax purposes. The annual depreciation amount is a deduction in the determination
of taxable income. Depreciation rates are calculated on a declining balance and generally
at the following annual rates:

e 20% in the case of machinery and equipment;
e 25% in the case of hardware;

* 3% in the case of buildings; and

* 10% in the case of most other fixed assets.

Taxpayers that engage in certain mining activities and enter into stability
agreements with the Peruvian government are often entitled to claim enhanced
depreciation deductions of 20% for machinery, industrial equipment and other fixed
assets other than buildings which have a depreciation limit of 5%.

Payments of interest by Peruvian taxpayers to non-resident persons are subject to
withholding tax levied at the rate of 30%. However, under certain circumstances, a
reduced withholding rate of 4.99% may apply where interest payments are made to
unrelated, non-resident lenders. In addition, reduced withholding tax rates may also

14



apply where there is an income tax convention between Peru and the lender’s country of
residence. For example, the Peru-Canada Tax Convention (2003) provides for a
maximum withholding tax rate of 15% on interest payments made by Peruvian borrowers
to lenders that are resident in Canada.

Foreign Exchange Controls

There are no restrictions on the ability of a company operating in Peru to transfer
foreign currency to or from Peru to other countries or to convert Peruvian currency into
foreign currency.

General Sales Tax

There is a 19% Peruvian General Sales Tax (Impuesto General a las Ventas or
“IGV”) that applies to certain transactions, including sales of goods within Peru, services
performed or utilized within Peru, construction contracts and the importation of goods.
IGV must be collected on the sale of goods or services within Peru. In respect of exports
of goods or services an IGV credit is calculated and is equal to the amount of IGV that
would apply on exported goods or services had such goods or services been sold within
Peru and not exported. IGV paid by a corporation is offset by IGV collected or
calculated as a credit on exports.

The effect, on corporations that generate sales revenue from domestic or export
sales, of the Impuesto General a las Ventas, is generally tax neutral except for the
incremental cost of financing the working capital arising as a result of delays between the
payment of IGV and the eventual collection of IGV. For companies that do not generate
sales, IGV is paid and not recovered until such time as sales or exports of goods or
services occur and then only to the extent, in any period of time, of the amount of IGV
collected for domestic sales or calculated as an export credit. During the period of
exploration activities concession holders may apply for the recovery of IGV with respect
to goods, services and construction contracts directly utilized in respect of exploration
activities provided that certain legal and administrative requirements have been met. In
order to apply for recovery of IGV, a concession holder must enter into an exploration
investment agreement with the Peruvian government. Chariot’s subsidiary, Marcobre is
in the process of applying for an exploration agreement with the government, based on
the investment program and schedule to be performed regarding the exploration activities
that are being carried out in the Marcona Copper Project. According to current statutory
provisions, this recovery regime will remain in force until January 9 , 2007, although it is
likely to be renewed beyond that date this can not be guaranteed.

Information with respect to the Korean Partners
KORES is a South Korean state organization which was established in 1967 as a

comprehensive mining support service organization. The mandate of KORES is to
secure overseas mineral resources for South Korean corporations, assist in the rational
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development of domestic mining operations and provide research and technical assistance
services for the development and acquisition of international mineral resources. The
head office of KORES is in Seoul, two branch offices are in the mining district of South
Korea and five offices are located internationally (including an office in Canada).
KORES employs over 300 people.

LS-Nikko is a joint venture formed by LS Cable (one of the world’s largest
manufacturers of copper cables) and a Japanese consortium lead by Nippon Mining &
Metals with assets that include the Onsan smelter. The Onsan smelter is located in South
Korea and has a capacity to produce 450,000 tonnes per year of copper cathode, 40
tonnes per year of gold and 300 tonnes per year of silver.

Risk factors
Risks relating to mineral exploration and development

Chariot is a development stage company engaged in mineral exploration and
development. Mineral exploration and development is highly speculative in nature and
involves many risks and is frequently not economically successful. Increasing mineral
resources or reserves depends on a number of factors including, among others, the quality
of a Company’s management and their geological and technical expertise and the quality
of land available for exploration. Once mineralization is discovered it may take several
years of additional exploration and development until production is possible during
which time the economic feasibility of production may change. Substantial expenditures
are required to establish proven and probable reserves through drilling or drifting, to
determine the optimal metallurgical process and to finance and construct mining and
processing facilities. At each stage of exploration, development, construction and mine
operating various permits and authorizations are required. Applications for many permits
require significant amounts of management time and the expenditure of substantial
amounts for engineering, legal, environmental, social and other activities. At each stage
of a project’s life delays may be encountered because of permitting difficulties. Such
delays add to the overall cost of a project and may reduce its economic feasibility. As a
result of these uncertainties, there can be no assurance that a mineral exploration and
development company’s programs will result in profitable commercial production.

Companies engaged in mining activities are subject to all of the hazards and risks
inherent in exploring for and developing natural resource projects. These risks and
uncertainties include, but are not limited to, environmental hazards, industrial accidents,
labour disputes, social unrest, encountering unusual or unexpected geological formations
or other geological or grade problems, unanticipated changes in metallurgical
characteristics or mineral recovery, encountering unanticipated ground or water
conditions, cave-ins, pit wall failures, flooding, rock bursts, periodic interruptions due to
inclement or hazardous weather conditions and other acts of God or unfavourable
operating conditions and losses. Should any of these risks or hazards affect a company’s
exploration, development or mining activities it may: cause the cost of development or
production to increase to a point where it would no longer be economic to produce metal
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from the company’s mineral resources or expected reserves; result in a write down of the
carrying value of one or more mineral projects; cause delays or stoppage of mining or
processing; result in the destruction of mineral properties, processing facilities or third
party facilities necessary to the Company’s operations; cause personal injury or death and
related legal liability; or result in the loss of insurance coverage — any or all of which
could have a material adverse effect on the financial condition, results of operations or
cash flows of the Company.

Limited Operating History and No History of Mineral Production; Mineral Resource or
Reserve Estimates for Development Properties

Chariot has a limited operating history in the mineral exploration and
development business and there can be no assurance that Chariot will be profitable.
Chariot has incurred losses in each of the three most recent financial years and expects to
continue to incur losses for the foreseeable future. Readers should note that the
Company’s consolidated financial statements for the year ended April 30, 2005 have
been prepared on a going-concern basis (see note 1 to the consolidated financial
statements as at and for the year ended April 30, 2005).

The Marcona Copper Project and Chariot’s other mineral property interests are
exploration or development projects that have no operating history upon which to base
estimates of future cash operating costs, future capital spending requirements or future
site remediation costs or asset retirement obligations. There can be no assurance that
commercial quantities of minerals will be discovered at the Marcona Copper Project or
any properties in which Chariot has an interest. Mineral resource and reserve estimates
for development projects are, to a large extent, based on interpretations of geological data
obtained from drill holes and other sampling techniques and feasibility studies which
derive costs based on anticipated tonnage and grades of ores to be mined and processed,
the configuration of the ore body, expected recovery rates of metal from the ore,
estimated operating costs, estimated capital costs, estimated site remediation costs and
asset retirement costs, anticipated climatic conditions and other factors. There is
significant uncertainty in any mineral resource estimate and the actual deposits
encountered and the economic viability of a mining deposit may differ materially from
Chariot’s estimates. Mineral resources which are not mineral reserves do not have
demonstrated economic viability. As a result of these uncertainties, there can be no
assurance that Chariot’s exploration programs will result in profitable commercial mining
operations. If Chariot’s exploration efforts are not successful at individual properties, the
expenditures at these properties will be written off which may have a material adverse
effect on the financial condition, results of operations or cash flows of the Company.

Even if commercial quantities of minerals are discovered, there can be no
assurance that any of Chariot’s properties will ever be brought to a stage where mineral
resources can be profitably produced therefrom. Estimated mineral resources are
periodically recalculated based on changes in mineral resource prices, changes in
expected operating and capital costs and asset retirement obligations, further exploration
or development activity or actual production experience. Such recalculations could
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materially and adversely affect estimates of the volume or grade of mineralization,
estimated recovery rates or other important factors which influence mineral resource or
mineral reserve estimates. Market price fluctuations for mineral resources, increased
production costs or reduced recovery rates or other factors might render proven and
probable mineral reserves uneconomic or unprofitable to develop; such factors could
result in the reclassification of mineralized material into the resource category from
proven or probable reserves that would result in write downs of the carrying value of the
affected property or might accelerate the timing of payment of reclamation costs and
asset retirement obligations.

Availability of Additional Financing

If Chariot’s exploration efforts are successful, additional funds will be required to
continue exploration and to develop an economic ore body and place it into commercial
production. Exploration and future development of Marcona and Chariot’s other mineral
property interests will depend on the Company’s ability to obtain adequate financing
through the joint venturing of projects, debt financing, equity financing or by other
means. There can be no assurance that Chariot will be successful in obtaining the
required financing. Failure to obtain such financing would result in delay or indefinite
postponement of exploration and future development work on the Company’s properties
and could result in possible loss of properties.

Fluctuations in Price and Consumption of Copper

The Company’s future profitability and long-term viability will depend in large
part on the market price and worldwide consumption of copper. Market prices for copper
are volatile and are affected by numerous factors beyond the Company’s control,
including expectations regarding inflation, global and regional demand, speculative
activities, political and economic conditions and production costs in major copper-
producing regions. The aggregate effect of these factors on copper prices and
consumption is impossible for the Company to predict. There can be no assurance that a
decline in the price or consumption of copper or other metals will not have a material
adverse impact on the financial condition, results of operations and cash flows of the
Company.

Currency Fluctuations

Fluctuations in currency exchange rates (principally the CAD$/U.S.$, the
Peruvian Nuevo Sol/CADS$ and the Peruvian Nuevo Sol/U.S.$ exchange rates) may
significantly impact the Company’s earnings and cash flows. The appreciation of the
Peruvian Nuevo Sol against the Canadian dollar or the U.S. dollar would increase the cost
of exploration and development of the Company’s mineral properties (including the
Marcona Copper Project) located in Peru which could have a material adverse effect on
the financial condition, results of operations or cash flow results of the Company. The
Company does not currently intend to enter into any hedging arrangements with respect
to foreign currencies, but intends to hold a portion of its cash balances in U.S.$ and
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Peruvian Nuevo Soles.
Title to Properties

Although Chariot has verified title to its properties according to usual industry
standards for the stage of exploration of such properties, these procedures do not
guarantee Chariot’s title (such properties may be subject to prior unregistered agreements
or transfers and title may be affected by undetected defects that could be material and
adverse to the Company).

Government Regulations

Exploration and development activities and mining operations are subject to laws
and regulations governing health and worker safety, employment standards,
environmental matters, mine development, prospecting, mineral production, exports,
taxes, labour standards, reclamation obligations and other matters. It is possible that
future changes in applicable laws, regulations, agreements or changes in their
enforcement or regulatory interpretation could result in changes in legal requirements or
in the terms of permits and agreements applicable to Chariot or its properties which could
have a material adverse impact on Chariot’s current exploration program and future
development projects. Where required, obtaining necessary permits and licenses can be a
complex, time consuming process and there can be no assurance that required permits
will be obtainable on acceptable terms, in a timely manner or at all. The costs and delays
associated with obtaining permits and complying with these permits and applicable laws
and regulations could stop or materially delay or restrict Chariot from proceeding with
the development of an exploration project or the operation or further development of a
mine. Any failure to comply with applicable laws and regulations or permits, even if
inadvertent, could result in