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of a medium-term lead and zinc price protection program. These contracts are marked-to-market at the end of
each period, and the changes in estimated fair value are recorded as an unrealized gain (loss) on commodity
contracts in the statement of operations. As at September 30, 2008 the Company estimated the fair value of the
outstanding contracts at $2.38 million and recorded a total gain in the statement of operations of $2.37 million.
Total cash settlement in favour of the Company for the third quarter of 2008 was $1.17 million and $1.49
million for the nine months up to September 30, 2008. The estimated fair value of derivative contracts was

determined based on using applicable valuation techniques for commo

dity options with reference to the

published marked prices for underlying commodities quoted at London Metal Exchange. The table below

shows the change in the derivative asset carrie
Canadian dollar amounts shown at the bottom of th

dollars for financial statement purposes.

d in the balance sheet for the first nine months of 2008. The
e table reflect the US dollar amounts translated into Canadian

Balance Statement of Cash Balance
_....Sheet _ __Operations ___ Setflement —  ____. Sheet
Derivative - {loss) - (gain) Derivative
....asset  _  *tgain tloss . _asset
31/12/2007 Nine months Nine months 09/30/2008
ended 09/30/08  ended 09/30/08
usb us$ uss$ uss$ us$
Positions Settled as at 09/30/08 899,329 561,774 (1,461,103) -
Medium Term hedges 899,329 610,237 (1,509,566) -
QP hedges (48,463) 48,463 -
ositions Still Open /30/08 526,747 1,763,516 - 2,290,263
Medium Term hedges 526,747 1,513,283 - 2,040,030
QP hedges - 250,233 - 250,233
Total 1,426,076 2,325,290 (1,461,103) 2,290,263
CAD CAD CAD CAD FX ad,j. CAD
Positions Settled as at 09/30/08 883,141 572,195 (1,488,206) 32,870 -
Positions Still Open at 09/30/08 517,266 1,796,229 64,256 2,377,751
Total 1,400,407 2,368,424 (1,488,206) 97,126 2,377,751

The long-term investments in marketable securities are classified as available-for-sale and are measured at fair
value at the end of each period. Fair value of these investments is determined based on published market prices
of underlying securities. Change in fair values of available-for-sale marketable securities is recognized in other

comprehensive income.

Other Data

Additional information related to the Company is available for viewing at www.sedar.com.
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Share Position and Outstanding Warrants and Options
The Company’s outstanding share position at November 3, 2008 is 85,331,659 common shares. In addition, a
total of 17,968,335 share purchase warrants and incentive stock options are currently outstanding as follows:

Type of Security Number Exercise Price Expiry Date
Warrants 8,588,000 $2.30 July 11, 2009
862,117 $0.345 June 27, 2010
1,613,238 $0.345 November 17, 2010
11,063,355
Options 29,000 $0.37 December 2, 2009
30,000 $0.80 July 24,2010
250,000 $2.82 October 9, 2010
270,000 $1.35 February 5, 2016
250,000 $2.29 March 30, 2016
60,000 $1.75 May 8, 2016
200,000 $1.75 May 22, 2016
35,000 $0.85 July 5,2016
245,000 $1.55 July 5, 2016
860,000 $1.66 July 10, 2016
225,000 $1.61 September 13, 2016
20,000 $1.90 November 20, 2016
50,000 $1.96 November 23,2016
110,000 $0.85 January 11,2017
780,000 $2.22 January 11,2017
50,000 $2.75 February 6, 2017
15,000 $0.85 April 22,2017
50,000 $0.85 May 31, 2017
50,000 $0.85 June 27, 2017
50,000 $0.85 July 2, 2017
1,175,000 $3.22 July 2, 2017
250,000 $2.97 September 23, 2017
25,000 $0.85 October 24, 2017
250,000 $2.52 February 5, 2018
150,000 $1.25 August 25,2018
1,405.000 $0.85 October 5, 2018
6,884,000

Change in Accounting Policy

Effective January 1, 2008, the Company adopted the following standards previously issued by the Canadian
Accounting Standards Board. In accordance with the transitional provisions of these standards, the changes
were adopted prospectively (if applicable), with no restatement of prior periods.

Section 1535 — Capital Disclosures

This Section establishes standards for disclosing information about an entity's capital and how it is managed.
Disclosures include what is defined as capital, how it is managed, and whether externally imposed restrictions
on capital are present.
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Section 3031 - Inventories

This Section prescribes the accounting treatment for inventories and provides guidance on the determination of
costs and its subsequent recognition as an expense, including any write-down to net realizable value. It also
provides guidance on the cost formulas that are used to assign costs to inventories.

Section 3862 — Financial Instruments — Disclosures

This Section, in addition to Section 3863, replaces Section 3861 “Financial Instruments — Disclosure and
Presentation” and requires entities to provide disclosure of quantitative and qualitative information in their
financial statements that enable users to evaluate the significance of financial instruments for the entity's
financial position and performance; and the nature and extent of risks arising from financial instruments to
which the entity is exposed during the period and at the balance sheet date, and management’s objectives,
policies and procedures for managing such risks. Entities are required to disclose the measurement basis or
bases used, and the criteria used to determine classification for different types of instruments.

Section 3863 — Financial Instruments — Presentation

This Section, in addition to Section 3862, replaces Section 3861 “Financial Instruments — Disclosure and
Presentation”, and provides guidance on presentation of financial instruments as liabilities vs. equity and when
offsetting of financial assets and financial liabilities is appropriate. The adoption of this standard did not have a
material impact on the Company’s presentation of its financial instruments.

Forward Looking Information

Certain statements contained in this MD&A and elsewhere constitute forward-looking statements. Such
forward-looking statements involve a number of known and unknown risks, uncertainties and other factors
which may cause the actual results, and performance or achievements of the Company to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking statements.
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of
the date the statements were made, and readers are advised to consider such forward-looking statements in light
of the risks set forth below.

Risks and Uncertainties

The most significant risk affecting the profitability and viability of the Company’s mining operations is the
fluctuation of metal prices. Volatility of metal prices is high by historic measures and strong downturns on
these prices can have significant adverse effects on the continuity of the Company’s operations. In order to
mitigate this risk in the medium term, the Company has put in place price protection strategies for
approximately 50% of its zinc and lead metal production during twelve months from the original contract dates
up to January 2009.

The Company’s reporting currency is the Canadian dollar, however the Company’s foreign assets as well as
most of its commercial transactions are held and take place in US and local currencies. As a consequence, the
financial results of the Company’s operations as reported in Canadian dollars are subject to changes in value of
the Canadian dollar relative to US and local currencies.

The business of mineral exploration and extraction involves a high degree of risk. Few properties that are in the
exploration stage ultimately become producing mines. The Company’s mineral properties are located in
emerging nations and consequently may be subject to a higher level of risk compared to developed countries.
Operations, the status of mineral property rights, title to the properties and the recoverability of amounts shown
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for mineral properties in emerging nations can be affected by changing economic, regulatory, and political
situations.

Internal Controls

No changes have been made to the Company’s internal controls over financial reporting during the third quarter
of 2008 that have materially affected, or are reasonably likely to materially affect, the Company’s internal
controls over financial reporting.






