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This discussion and analysis is for the three and six-month periods ended June 30, 2007, with
comparisons to 2006. Unless otherwise noted, all information is current to August 8, 2007, and all
currency amounts are in United States dollars. The discussion and analysis is intended to
complement and supplement the interim consolidated financial statements of Minefinders
Corporation Ltd. (the “Company”) for the six months ended June 30, 2007 (the “Financial
Statements™) and should be read together with the Financial Statements.

Additional information, including the Company’s Annual Information Form for the year ended
December 31, 2006 (the “Annual Information Form”), is available on SEDAR at
www.sedar.com.

Accounting Principles

The Financial Statements have been prepared in accordance with Canadian generally accepted
accounting principles (“Canadian GAAP”), which differ in certain material respects from
accounting principles generally accepted in the United States (“US GAAP”) (see Note 13 to the
Financial Statements).

The Company's accounting policies and estimates used in the preparation of the Financial
Statements are consistent with those used in the preparation of its annual financial statements
except that, effective January 1, 2007, the Company adopted guidelines set out in CICA
Handbook sections 1530 “Comprehensive Income”, 3855 “Financial Instruments — Recognition
and Measurement” and 3861 “Financial Instruments — Disclosure and Presentation” and changed
its functional currency from the Canadian dollar to the United States dollar (“US dollar”). Details
of the adoption of these guidelines are given in Notes 3 and 4 to the Financial Statements.

The policies and estimates are considered appropriate in the circumstances, but are subject to
judgments and uncertainties inherent in the financial reporting process.

Forward Looking Statements

This discussion and analysis contains forward-looking statements about the Company’s future
prospects, and the Company provides no assurance that actual results will meet management’s
expectations. For a thorough discussion and analysis of the risks and uncertainties affecting the
Company we refer you to the Annual Information Form for the year ended December 31, 2006.

Overview

The Company is engaged in the exploration and development of precious and base metal mineral
properties in Mexico and the United States, and measures its success through the growth in its
mineral resources at a reasonable finding cost, in obtaining external funding for the exploration



and development of its mineral properties, and in achieving commercial production of its Dolores
gold and silver deposit. All of the Company’s mineral properties are in the exploration stage
except for the Dolores property, where an 18,000 tonne per day heap leach gold and silver mine is
under construction. The Company has no revenue except interest income and will continue to
incur negative cash flows from operations until such time as the Dolores mine reaches
commercial production.

The Company has been successful in outlining a valuable and expanding resource at its main
project, Dolores, in the State of Chihuahua, Mexico. An independent feasibility study on the
Dolores gold and silver mine produced a positive recommendation and on February 23, 2006,
management was authorized by the Board of Directors to bring the Dolores property into
commercial production and to raise the capital required for construction of the mine and ancillary
facilities (see “The Dolores Mine” and “Capital Resources and Liquidity”). The Dolores mine is
expected to reach commercial production in the second quarter of 2008.

Exploration continues on the Planchas de Plata and Real Viejo properties in Sonora, Mexico
and the Company has acquired additional mineral concessions through a generative exploration
program covering the northern Sierra Madre of Mexico. During the quarter, the Company
initiated the 2007 drilling program at its Planchas de Plata and Real Viejo properties to follow
up on the mineralized zones identified by the previous exploration programs. One diamond core
rig and one reverse-circulation drill are testing widely-spaced targets identified by previous
exploration. Drilling on the Company’s Gutsy prospect in Nevada commenced during the second
quarter of 2007.

The Company is in a sound financial position and believes that it has adequate funds in place or
available through traditional, revolving non-equity sources to meet its cash needs for the
completion of the Dolores project, corporate administration, and ongoing exploration, until the
Dolores project reaches commercial production. The Company is evaluating financing options for
the future expansion of the Dolores project through the addition of a flotation mill and
underground development.

Gold and silver prices remain at historically elevated levels. The Company believes that these
prices have benefited from the weakening of the United States dollar against other major
currencies, a reduction in hedging of future production by major producers, and an increase in
physical demand. However, prices have fluctuated widely in recent months, and current economic
and geopolitical events suggest that these fluctuations may continue for some time.

The price of gold was $632 per ounce at December 31, 2006, and in the six months ending June
30, 2007 has had a high of $691 and low of $652. The price of silver also improved from $12.90
per ounce at December 31, 2006 to a high of $14.58 while experiencing a low of $13.38 in the
same six-month period. On August 8, 2007, the London pm fix price for gold was $676 per ounce
and for silver was $13.03 per ounce. The average price for gold in the six-month period ended
June 30, 2007 was $659 and for silver was $13.33. The average price for gold during the second
quarter was $667 and for silver was $13.34.

It is not possible to forecast the trends of gold and silver prices and their impact on future results
from operations; nor is the Company able to forecast the precise timing of the completion and
commercial production of the Dolores project. However, the current markets for gold and silver
and for precious metals investments remain very positive for the Dolores project.



The Dolores Mine

In February 2006, the Company received a positive, independent feasibility study of its Dolores
property, proposing an open-pit heap leach facility to operate at 18,000 tonnes per day (“tpd™).
Initial capital expenditures are estimated to be approximately $132 million, with further capital
requirements of $29 million through a 12 year mine life. Total cash costs per ounce of gold and
ounce of gold-equivalent silver (“AuEQ™), based on a ratio of silver to gold of 63:1, were
estimated to average $237.70 for the life of the mine. The study estimated total production of
1.445 million ounces of gold and 53.2 million ounces of silver (or 2.29 million ounces AuEq).
The project economics indicated a pay back of capital in 3.3 years, an after-tax undiscounted net
present value of $276.8 million and an after-tax internal rate of return of 24.3% using $475 and
$7.50 as the price per ounce of gold and silver.

Based on the study and other relevant factors, on February 23, 2006 the Board of Directors
instructed management to proceed with the construction of an 18,000 tpd open-pit, heap leach
mine at Dolores, subject to obtaining necessary permits and required financing. Principal
construction is progressing, and is expected to be completed by the end of fiscal 2007.

In April 2006, the Company completed an updated internal resource model incorporating
additional results of drilling from October 2004 to December 2005 that had not been included in
the feasibility study. Using the revised resource, the Company updated its estimated in-pit reserve
base. The revised proven and probable reserves, contained in 100.2 million tonnes had an
average diluted grade of 0.76 grams per tonne (“gpt”) gold and 39.7 gpt silver, using a 0.3 gpt
AUEq cutoff grade.

The fully-diluted reserves at the Dolores Project were re-estimated in September 2006, taking into
account a revised pit plan based upon the same parameters as those in the bankable Dolores
feasibility study of February 27, 2006, the April 2006 revised resource estimates, and an assumed
base case gold price of $400/0z and silver price of $7.00/0z. The in-pit proven and probable
reserves increased to 2.45 million ounces of gold and 127.9 million ounces of silver (or 4.48
million ounces AuEq, using the feasibility study silver gold ratio of 63:1). This represents an
increase of 24.9% in contained gold reserves and an increase of 23.5% in contained silver
reserves (at a 0.3 gpt AuEq cutoff grade) over the estimates contained in the February 2006
feasibility study.

A final updated resource estimation model, incorporating all drill results through December 2006,
was reviewed and audited during the quarter by the independent engineering firm of Chlumsky,
Armbrust and Meyer (“CAM?”) of Denver, Colorado. A NI 43-101-compliant technical report in
support of this updated resources audit was filed and is available for viewing on SEDAR or the
Company’s website at www.minefinders.com.

As set out in the CAM report, the audited estimated total measured and indicated resources for
the Dolores project currently stand at 123.38 million tonnes grading 0.819 gpt gold and 39 gpt
silver, containing 3.249 million ounces gold and 154.8 million ounces silver using a 0.3 gpt AuEq
cutoff. The estimated measured and indicated resource using a 0.4 gpt AuEq cutoff, is 106.3
million tonnes grading 0.918 gpt gold and 43.5 gpt silver containing 3.137 million ounces gold
and 148.7 million ounces silver, an increase of 23.1% in contained gold and 21.3% in contained
silver when compared to the previously audited resources, (as reported by the Company on
December 6, 2004). The slightly higher 0.4 gpt cutoff grade may be more representative of what
can be mined and processed due to topographic limitations to the leach pad capacity.



An additional inferred resource of 30.35 million tonnes, (0.4 gpt AuEq cutoff) containing 661,000
ounces of gold and 27.5 million ounces of silver, is delineated in the new model. Complete
resource estimation tables, at all cutoff grades, are presented in the Company’s news release of
June 12, 2007 and are available for viewing on SEDAR.

The updated resource will be incorporated into a revised open-pit mine plan so as to permit the
definition of new mine reserves. Mine plan optimization will continue throughout the Dolores
construction period and project economics will be updated again prior to production start-up to
include updated metals prices, current costs, and other data.

The Company is conducting an ongoing resource-expansion drill program at Dolores, directed at
previously-discovered mineralized zones outside the current open-pit mine plan, and at untested
targets. The previous feasibility studies did not take into account significant high-grade gold
mineralization that lies below the proposed pit or surface mineralization extending up to one
kilometer from the pit. Drilling is under way to define and quantify this mineralization with a
view to developing a plan for an underground mine, based upon results. The Company plans to
commission a feasibility study on the addition of a flotation mill to enhance recoveries of high-
grade ore from the open pit and potential underground production.

In 2006, after reviewing its cash resources, including the net proceeds of an issue of 11,000,000
common shares (see “Capital Resources and Liquidity™), the funding requirements to continue
exploration programs on other properties, and to meet administrative expenditures for at least the
next twelve months, the Company decided to seek $70 to $75 million to fund completion of the
project. During the fourth quarter of 2006, the Company issued $85 million ($75 million plus an
over-allotment option of $10 million that was exercised) of 4.50% unsecured Convertible Senior
Notes due December 15, 2011, to net $81.55 million after expenses of issue (see “Capital
Resources and Liquidity™).

Construction of mine and processing facilities at Dolores continued during the second quarter and
the commissioning of various components is expected during the fourth quarter of 2007. The new
Dolores village is expected to be complete at the end of September. Portions of the permanent
employee camp are in use with completion expected for August. Mining is expected to
commence in September with the first ore reporting to the leach pads in late October.
Substantially all of the mining equipment and drills have been delivered to the mine or Company
lay-down yards and equipment assembly is progressing. Loaders, dozers, graders, and 5 of the 15
Komatsu 100 tonne haul trucks are assembled and ready to operate. Generators, crushers,
conveyors and processing equipment are being assembled at the Dolores mine site. Substantially
all contracts for critical mine and facilities construction have been awarded. Certain issues with
foundation settlement in the Merrill Crowe facility have been identified and evaluated by
geotechnical engineers. Repairs are underway and impact to the schedule is expected to be
minimal.

Much of the key management team has been identified and hiring and training of operational
personnel has begun as the Company moves from the contractor construction phase to owner-
operated production phase.

Of the $132 million in projected capital expenditures as contemplated by the feasibility study,
approximately $111.6 million has been committed as of June 30, 2007.



Operating Activities

The Company recorded net income for the second quarter of $1.725 million ($0.04 per share),
compared with a net loss of $3.950 million ($0.09 per share) for the same period in 2006. Net
losses for the six-month period totaled $0.876 million ($0.02 per share) compared with $4.492
million ($0.11 per share) in 2006.

The Company recorded a foreign exchange gain in the three and six-month periods compared
with a loss in the same prior year periods as a result of the increasing value of the Canadian dollar
against the US dollar during the second quarter. Net income of $1.725 million for the quarter was
due to this foreign exchange gain of $4.244 million during the quarter. The losses for the six-
month period decreased as compared to the same period in the prior year as a result of the foreign
exchange gain and higher interest rates and income earned on larger cash balances in 2007, offset
by higher administrative costs such as accretion of the convertible notes discount and interest on
the associated long-term debt that were not incurred in the prior year.

Administrative costs in the quarter decreased from $4.090 million in 2006 to $3.369 million in
2007 but increased in the six-month period from $4.820 million to $6.947 million. The decrease
in the quarter is primarily a result of stock compensation expense of $3.263 million recorded for
the three and six-month periods in the prior year for which there is no equivalent in 2007. As a
result of the issue of the convertible notes in October 2006, the Company incurred $0.953 million
of interest expense on long-term debt and $1.186 million of convertible note discount expense
during the second quarter and $1.890 million of interest expense on long-term debt and $2.352
million of convertible note discount expense during the six-month period for which there is no
equivalent in fiscal 2006. Increases in administrative costs in 2007 are primarily the result of the
these two expense items and expanding operations as the Company transitions from exploration
and development to production at the Dolores property.

Accounting and auditing expenses in the second quarter increased from $0.120 million in 2006 to
$0.202 million in 2007, and for the six-month period increased from $0.263 million to $0.518
million. This increase is primarily the result of complying with additional regulatory requirements
resulting from financing activities during the prior year and expansion of the corporate and
Mexican office accounting personnel.

Consulting fees for the quarter increased to $0.160 million in 2007 from $0.073 million in 2006
and for the six-month period increased from $0.184 million in 2006 to $0.451 million in 2007.
Corporate relations, reporting and associated expenses have increased in the quarter from $0.092
million in 2006 to $0.117 million in 2007 and from $0.219 million in 2006 to $0.258 million in
2007 for the six-month period.

Office services in the second quarter of $0.306 million in 2007 (2006 - $0.224 million) and legal
fees of $0.180 (2006 - $0.139 million) have increased due to expanding operations and activity,
particularly in Mexico. For the six-month period the office services increased from $0.394
million in 2006 to $0.651 million in 2007 and legal fees increased from $0.230 in 2006 to $0.350
million in 2007.

Interest income for the quarter increased to $0.901 million in 2007 (2006 - $0.796 million) and
for the six-month period increased to $2.152 million in 2007 (2006 - $1.052 million). Investment
of the net proceeds of $78.71 million from shares issued in April 2006 and $81.69 million from
the convertible notes issued in October 2006 as well as increasing interest rates resulted in the
increase in interest income as compared to the same periods in the prior year.



The Company’s financial position at June 30, 2007 remained strong, with $71.60 million in cash
and cash equivalents (December 31, 2006 - $121.995 million) and net working capital of $67.521
million (December 31, 2006 - $119.192 million). For the second quarter, the principal source of
funds was interest income of $0.901 million (2006 - $0.796 million). For the six-month period the
principal sources of funds were $1.851 million from the exercise of stock options, and $2.152
million in interest income and in the same period in 2006 from the exercise of stock options for
$78.585 million and interest income of $1.052 million. The effect of foreign currency exchange
rates on cash and cash equivalents for the second quarter of 2007 has been a gain of $4.096
million (2006 — gain of $4.337 million), arising from the net increase in value of the Canadian
dollar against the US dollar. For the six-month period this gain was $3.938 million in 2007
compared with a gain of $4.283 in 2006.

During the second quarter the Company spent $1.624 million (2006 - $3.589 million) on mineral
property and exploration costs and $23.749 million (2006 - $7.549) on plant, equipment, and
development costs, primarily at Dolores. For the six months ended June 30, 2007, $2.656 million
(2006 - $4.611 million) has been spent on mineral property and exploration costs and $46.483
million (2006 - $0.035 million) has been spent on plant, equipment, and development costs. The
Company received cash of $1.851 million in net proceeds from the issue of common shares in the
first quarter of 2007. After eliminating items such as amortization, convertible notes discount
expense, and property write-offs, which do not require the use of cash, and taking into account
the effect of the foreign exchange gain and the net changes in non-cash working capital, the cash
used in operating activities was $4.562 million for the quarter and $6.903 million for the six-
month period. As a result, there was a net decrease in the Company’s cash balances of $25.839
million in the quarter and $50.395 million in the six-month period after taking into account
foreign exchange fluctuations.

Summary by Quarter

The following tables present our unaudited quarterly results of operations for each of the last
eight quarters:

Net loss (000's) for

guarters ended 09/30/05  12/31/05  03/31/06  06/30/06 ~ 09/30/06  12/31/06  03/31/07  06/30/07
Loss before the
following $ 498 618 731 834 1,481 734 1,463 1,230
Stock option
compensation 659 26 - 3,263 - 141
Write-off of mineral
properties 338 133 47 78 124 75 104 51
Accretion of convertible
notes discount - - - - - 792 1,166 1,186
Interest on long-term
debt - - - - - 731 943 953
Interest income (218) (277) (256) (796) (867) (248) (1,251) (901)
Foreign exchange (gain)
/ loss 139 15 20 571 171 (1,882) 176 (4,244)
Net (income) loss $ 1,416 515 542 3,950 909 343 2,601 (1,725)
(Earnings) loss per share

— basic and diluted $ 0.04 0.02 0.01 0.09 0.02 0.01 0.05 (0.04)

Variances in net loss by quarter reflect overall corporate activity and factors which are not
recurring each quarter, such as charges for stock-based compensation when options are granted,



by significant property write-downs and interest income on fluctuating cash balances. Those three
items and the accretion of the convertible notes discount, the interest on the associated long-term
debt and the impact of exchange rates, have been identified in the table above to show their
impact on each quarter. As the Company has not yet engaged in commercial operations, variances
in its quarterly losses are not affected by sales or production-related factors.

Outstanding Share Data

As at August 8, 2007 there were 48,688,173 common shares issued and outstanding (December
31, 2006 — 48,022,216) and there were 3,948,000 stock options outstanding (December 31, 2006 -
4,497,000) with exercise prices ranging between Cdn $5.64 and Cdn $12.53 per share, of which
3,863,000 have vested.

In addition, at August 8, 2007 and December 31, 2006, there were convertible notes with a face
value of $85 million issued and outstanding convertible into 7,812,500 common shares at a rate
of 91.9188 per $1,000 principal amount of notes, subject to adjustment.

Financial and Other Instruments

Effective January 1, 2007, the Company changed its functional currency from the Canadian dollar
to the US dollar. The Company’s financial assets and liabilities consist of cash and cash
equivalents, receivables and accounts payable and accrued liabilities and convertible notes, some
of which are denominated in Canadian dollars and Mexican pesos. The Company is at risk to
financial gain or loss as a result of foreign exchange movements against the US dollar. The
Company manages its foreign exchange risk by adjusting balances in currencies other than the US
dollar from time to time. The Company has certain commitments to acquire assets in foreign
currencies and it incurs certain costs in foreign currencies. The Company may acquire foreign
currencies, directly or through derivative positions, to fix such costs in US funds, if it believes it
is prudent to do so; at June 30, 2007 it had $31.5 million in US dollar denominated bank deposits,
US $37.4 million in Canadian dollar denominated bank deposits and US $2.7 million in Mexican
peso denominated bank deposits. At August 8, 2007 the Company had $30.6 million in US dollar
denominated bank deposits, US $28.1 million in Canadian dollar denominated bank deposits and
US $1.7 million in Mexican peso denominated bank deposits.

The Company’s cash equivalents are redeemable after thirty days without penalty and are
renewable bank instruments that provide a fixed rate of interest (currently 4.2% on Canadian
deposits and 5.15% on US deposits) during the term. When renewing a matured instrument, the
new interest rate may be higher or lower.

Investment in Mineral Exploration and Development

Net cash expenditures on mineral exploration decreased during the second quarter of 2007 to
$1.624 million, from $3.589 million in 2006. Net cash expenditures on mineral exploration for
the six-month period were $2.656 million (2006 - $4.611 million). These amounts, as shown in
the Consolidated Statements of Cash Flows in the Financial Statements, are after deduction of
stock option compensation costs and capitalized. The Company has focused its activities on the
Dolores property, a development-stage project in northern Mexico, and has conducted a



feasibility study demonstrating its economic viability (the study may be viewed on SEDAR or on
the Company’s website).

The Company conducted drilling and field work on its Planchas de Plata and other properties in
the second quarter of 2007 at a cost of $1.264 million with the total for the half year being $1.646
million.

Management has conducted an extensive review of its mineral property carrying values. Certain
projects had not been advanced for several years, in part because funding was difficult to obtain
in prior years, and in part because other projects were allocated priority. The Company continues
to assess its land package with a view to reducing acreage as it converts exploration land to
exploitation status, while maintaining higher-potential prospects. As a result of its review in the
second quarter of 2007, the Company wrote off $0.051 million of exploration costs with the total
for the half year being $0.155 million.

At June 30, 2007, with the exception of the Dolores project, the Company did not have any
resource properties that qualified for capitalization under US GAAP. This is the primary
difference between Canadian GAAP and US GAAP for the Company, and the effect is to increase
the net loss and deficit for the first quarter of 2007 and 2006 by the amounts of the exploration
expenditures capitalized less write-offs recognized under Canadian GAAP, in each of those
periods. For the purposes of US GAAP, these expenses have been charged to the Consolidated
Statement of Loss and Deficit in the period incurred (see Note 13 to the Financial Statements).

Capital Resources and Liquidity

In April 2006, the Company realized approximately $78.71 million from the issue of 11,000,000
common shares, and in October 2006, issued $85 million 4.5% unsecured Convertible Notes due
December 15, 2011, to net $81.55 million after expenses of issue. The first interest payment was
paid on June 15, 2007. For conversion, in the normal course of events, each $1,000 (one
thousand) note will be exchangeable for 91.9118 common shares, or 7,812,500 common shares in
aggregate. Additional shares may become issuable following the occurrence of certain corporate
acts or events. The adjustment provisions are designed to compensate the note holders for any
such occurrence that causes economic loss to them.

The convertible notes are classified as a liability with the exception of the portion relating to the
conversion feature, which is classified as an equity component, resulting in the carrying value of
the convertible notes being less than their face value. The discount is being accreted over the five
year term of the notes.

The Company is conducting its exploration and development programs for 2007 on projects other
than Dolores, including continued drilling of its northern Sonora properties Planchas de Plata and
Real Viejo and at its Gutsy property in Nevada. Expenditures at La Bolsa, Real Viejo, Planchas
de Plata and other targets in Northern Sonora are budgeted at $1.85 million and at $0.3 million
for the properties in Nevada of which approximately $1.646 million has been spent in the first six
months of the year.



Commitments

The Company has incurred significant contractual obligations relating to the development of the
Dolores project, and these and other commitments are shown in Note 12 to the Financial
Statements.

Critical Accounting Estimates

There are no changes to critical accounting estimates from those presented for December 31,
2006 in the Annual Management Discussion and Analysis dated March 12, 2007, with the
exception of the change in the functional currency of the Company from the Canadian dollar to
the US dollar, as described in Note 4 to the Financial Statements. This change has been adopted
prospectively and has no impact upon the results of previously-reported financial years.

Effective January 1, 2007, the Company changed its functional currency from the Canadian dollar
to the US dollar. The decision to change the functional currency to the US dollar was necessitated
by accounting principles because of the increase in the overall proportion of the Company’s
business activities conducted in US dollars, including increased US dollar denominated
expenditures, particularly in the construction of the Dolores mine, the issuance of US dollar
denominated convertible notes, and the expectation of US dollar denominated revenue from metal
sales once the Dolores mine is in production.

As a result of this change in functional currency, the Company’s consolidated financial
statements are reported and prepared in US dollars using the temporal method under which
monetary assets and liabilities are translated at the exchange rate in effect at the balance sheet
date, and income and non-monetary balances are translated at the exchange rate in effect at the
times of the underlying transactions. Gains or losses arising from this translation are included in
income and loss for the period.

Off-Balance Sheet Arrangements

The Company has no off-balance sheet arrangements except for contractual obligations tabled
above.

Related Party Transactions

Fees paid to directors during the first quarter of 2007 are summarized in Note 10 to the Financial
Statements.

Controls and Procedures

There has been no change in the Company's internal control over financial reporting during the
Company's second quarter ended June 30, 2007 that has materially affected, or is reasonably
likely to materially affect, the Company's internal control over financial reporting.



The Company's management, including the Chief Executive Officer and Chief Financial Officer,
believe that any disclosure controls and procedures or internal controls and procedures, no matter
how well conceived and operated, can provide only reasonable, not absolute, assurance that the
objectives of the control system are met. Further, the design of a control system must reflect the
fact that there are resource constraints, and the benefits of controls must be considered relative to
their costs. Because of the inherent limitations in all control systems, they cannot provide
absolute assurance that all control issues and instances of fraud, if any, within the Company have
been prevented or detected. These inherent limitations include the realities that judgments in
decision-making can be faulty, and that breakdowns can occur because of simple error or mistake.
Additionally, controls can be circumvented by the individual acts of some persons, by collusion
of two or more people, or by unauthorized override of the control. The design of any systems of
controls also is based in part upon certain assumptions about the likelihood of future events, and
there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions. Accordingly, because of the inherent limitations in a cost effective
control system, misstatements due to error or fraud may occur and not be detected.

Risks and Uncertainties

Except for historical information contained in this discussion and analysis, disclosure statements
contained herein, including information as to the expected timing of the construction of the
Dolores mine and the commencement of operations, the Company’s expected expenditures on
Dolores, and the expected adequacy of the Company’s current working capital and future funding
are forward-looking, as defined in the United States Private Securities Litigation Reform Act of
1995. Forward-looking statements are subject to risks and uncertainties that could cause actual
results to differ materially from those reflected in the forward-looking statements. Forward
looking statements are made based on management’s beliefs, estimates and opinions on the date
the statements are made and the Company undertakes no obligation to update forward-looking
statements if these beliefs, estimates and opinions or other circumstances should change.
Investors are cautioned against attributing undue certainty to forward-looking statements.

The Company is a mineral exploration and development company and is exposed to a number of
risks and uncertainties associated with the mineral exploration, development and mining business.
Some of these risks include changes in the prices of gold and silver; the availability of debt or
equity funding; legislative, political or economic developments in Mexico; difficulties in
connection with the construction or operation of the Dolores mine; the availability of, and
increasing costs associated with, mining inputs and labour; the speculative nature of mineral
exploration and development, including contests over title to properties; and those other risks that
may be discussed elsewhere in this report. The reader should also refer to the discussion of risks
contained in the Company’s Annual Information Form for the year-ended December 31, 2006,
which is available on SEDAR at www.sedar.com.

Note to US Investors

While the terms “mineral resource,” “measured mineral resource,” “indicated mineral resource,”
and “inferred mineral resource” are recognized and required by Canadian regulations, they are not
defined terms under standards in the United States. Therefore, information contained in this
report concerning descriptions of mineralization and resources under Canadian standards will not
be comparable to similar information made public by US companies subject to the reporting and
disclosure requirements of the Securities and Exchange Commission. “Indicated mineral
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resource” and “inferred mineral resource” have a great amount of uncertainty as to their existence
and a great uncertainty as to their economic and legal feasibility. It can not be assumed that all or
any part of an “indicated mineral resource” or “inferred mineral resource” will ever be upgraded
to a higher category. Investors are cautioned not to assume that any part or all of mineral deposits
in these categories will ever be converted into reserves.
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