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FORM 20-F

[ ] Registration Statement pursuant to Section 12 (b) or (g) of the
Securities Exchange Act of 1934
or

[X] Annual Report pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934
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[ ] Transition Report pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934
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Commission file number: 0-30464
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BRITISH COLUMBIA
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Securities registered or to be registered pursuant to Section 12(b) of the Act.
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Securities registered or to be registered pursuant to Section 12(g) of the Act.
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(Title of Class)

Securities for which there is a reporting obligation pursuant to Section 15(d)
of the Act.
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to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
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required to file such reports), and (2) has been subject to such filing
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requirements for the past 90 days.

Yes X No

Indicate by check mark which financial statement item the registrant has elected

to follow.
Item 17 X Item 18

GENERAL INFORMATION:

UNLESS OTHERWISE INDICATED, ALL REFERENCES HEREIN ARE TO CANADIAN DOLLARS.

GLOSSARY OF TERMS

ARGILLIC ALTERATION:

BRECCIA:

CATEO:

CLASTIC:

COLOR ANOMALY :

G/T:

HYDROTHERMAL ALTERATION:

INTRUSIVE ROCKS:

Development of secondary clay minerals by
weathering or hydrothermal activity.

A rock containing generally angular fragments of
itself or some other rock.

In Argentina, a cateo is an exploration concession
granted for a period of up to 1,100 days. In areas
where field work seasons are limited, only the
available field season will Dbe considered in
determining the 1,100 days. A cateo gives the
holder the exclusive right to explore the area,
subject to certain pre-existing rights of owners of
mines within the area and abutting owners of
cateos. Through the process of exploration, the
owner of the cateo may make and file
"manifestations" of discovery (see Dbelow) and
petition the mining authority for the granting of
mines (see Dbelow). A cateo may be up to 10,000
hectares 1in size. A single legal person may not
hold more than 20 cateos or 200,000 hectares of
cateos 1in any one province. When the cateo 1is
officially granted, a one time payment of about US
$0.35 ( Pesos $0.80 ) per hectare is required.

Rock components consisting of fragments derived by
mechanical erosion of pre-existing rocks.

An atypical or unusual color pattern visible on
air photos or satellite 1images of rock outcrop
areas, often caused by hydrothermal alteration.

grams per tonne

Those chemical and mineral changes resulting from
the interaction of hot water solutions with
pre—-existing solid mineral phases.

A body of rock, that while fluid, penetrated into
or between other rocks, but solidified before
reaching the surface.



Edgar Filing: IMA EXPLORATION INC - Form 20-F

KM:

MAFIC:

MANIFESTATIONS:

MINE:

PORPHYRY:

PPM:

SATELLITE IMAGERY:

SCREE:

SEDIMENTARY ROCKS:

STREAM SEDIMENT SAMPLE:

SKARN

Kilometre
Meter

Dark colored, generally iron or magnesium rich,
rock or mineral.

In Argentina, manifestations or "manifestaciones"
of discovery are official notices filed with the
mining authority indicating that the person filing
(who must be the owner of the cateo 1n an area
covered Dby a cateo) has made a discovery. The
filing and acceptance by the mining authority of
such a notice, constitutes the first step in
converting a discovery to a mine (see Dbelow). A
manifestation of discovery may cover one or more
claims in the case of either a vein or disseminated
deposit. The size of the manifestations and the
annual payments required of the owner is the same
as those for a mine.

In Argentina, a mine or "mina" is a real ©property
interest. It is a right of exploration granted on a
permanent basis after the completion of an official
survey for as 1long as the right 1is diligently
utilized and semi-annual payments of US$17.50
(Pesos $40) per claim are made. A mine may consist
of one or several claims or "pertinencias". In the
case of vein deposits, each claim is a maximum of
200 by 300 meters or six hectares; for disseminated
deposits, each claim is up to one square kilometer
or 100 hectares.

An igneous rock containing mineral crystals that
are visibly larger than other crystals of the same
or different composition.

parts per million

Maps or 1images produced from data collected by
satellite displaying wavelength and intensity
variations of wvisible and infrared radiation
reflected from the Earth's surface.

A slope of loose rock debris at the base of a steep
incline or cliff.

Descriptive term for a rock formed of sediment,
namely solid material both mineral and organic,
deposited from suspension in a liquid.

A sample of fine sediment derived from the
mechanical action of the stream.

A style of alteration characterized by iron and
magnesium bearing aluminosilicate materials such as
garnet and diopside.



SULFIDE:

VEINS:

AG:

AS:

AU:

BA:

CO:

CU:

MO:

PB:

SB:

ZN:

MINERALS:

BIOTITE:

CARBONATE :

CHALCOPYRITE:

FELDSPAR:

HORNBLENDE :

MAGNETITE:

PYROXENE :

PYRRHOTITE:

ROCK TYPES:

ANDESITE:

CONGLOMERATE :

DACITE:
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A compound of sulfur combined with one or more
metallic or semi-metallic elements.

An occurrence of minerals, having been intruded
into another rock, forming tabular shaped bodies.

Silver
Arsenic
Gold
Barium
Cobalt
Copper
Molybdenum
Lead
Antimony

Zinc

An iron and magnesium bearing mica mineral.
A mineral containing the radical CO3.
A sulfide mineral containing copper and iron.

An aluminosilicate with variable amounts of
potassium, sodium and calcium.

A complex hydrated aluminosilicate of magnesium,
iron and sodium.

A magnetic iron oxide mineral.
An aluminosilicate of magnesium and iron.

A magnetic sulfide of iron.

A volcanic rock with the principal minerals being
plagioclase.

A clastic sedimentary rock containing rounded
fragments of gravel or pebble size.

A volcanic or shallow intrusive rock with the
principal minerals being plagioclase, quartz and
one or more mafic constituents.
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DIORITE: An intrusive rock composed

plagioclase, hornblende,

LIMESTONE : A sedimentary rock consisting chiefly of calcium
carbonate.

SANDSTONE : A clastic sedimentary rock composed largely of
sand-sized grains, principally quartz.

SHALE: A clastic sedimentary rock derived from very fine-

grained sediment (mud).

SILTSTONE : A clastic sedimentary rock
comprised of slightly coarser material

essentially
biotite,

of sodic

or pyroxene.

similar to shale except

TUFF: A rock formed of compacted
generally smaller than 4mm in diameter.

PART I

ITEM 1. DIRECTORS, SENIOR MANAGEMENT AND ADVISORS.

(silt) .

volcanic fragments,

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE.

Not applicable.

ITEM 3. KEY INFORMATION.

SELECTED FINANCIAL DATA

The selected financial data of IMA Exploration Inc.

(the

"Company")

for the
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years ended December 31, 2003, 2002 and 2001 was derived from the consolidated
financial statements of the Company which have been audited by
PricewaterhouseCoopers LLP, independent Chartered Accountants, as indicated in
their report which is included elsewhere 1in this annual report. The selected
financial data set forth for the years ended December 31, 2000 and 1999 are
derived from the Company's audited consolidated financial statements, not
included herein.

The information in the following table was extracted from the more detailed
consolidated financial statements and related notes included herein and should
be read in conjunction with such financial statements and with the information
appearing under the heading "Item 5. Operating and Financial Review and
Prospects".

Reference is made to Note 10 of the consolidated financial statements of the
Company included herein for a discussion of the material measurement differences
between Canadian Generally Accepted Accounting Principles ("Canadian GAAP") and
United States Generally Accepted Accounting Principles ("U.S. GAAP"), and their
effect on the Company's financial statements.

To date, the Company has not generated sufficient cashflow from operations to
fund ongoing operational requirements and cash commitments. The Company has
financed its operations principally through the sale of its equity securities.
The Company considers that it has adequate resources to meet property
commitments on its existing property holdings; however, at present, the Company
does not have sufficient funds to conduct exploration programs on all of its
existing properties and will need to obtain additional financing or Jjoint
venture partners in order to initiate any such programs. See "Item 5. Operating
and Financial Review and Prospects".

CANADIAN GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

(CDN$ IN 000, EXCEPT PER SHARE DATA)

2003 2002 2001 2000
Revenue $0 $0 S0 $0
General Corporate
Expenditures (2,937) (1,278) (836) (1,0606)
General Exploration
Expenditures (227) (180) (110) (137)
Foreign Exchange (26) (8) 17 (9)
Gain (Loss)

5
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YEARS ENDED DECEMBER 31,

2003 2002 2001 2000
Interest and
Miscellaneous Income 67 27 97 157
Provision for
Marketable Securities - - (22) (179)
Gain (Loss) on Sale of
Marketable Securities - - (7) -
Write-off of Mineral
Properties (777) - (21) (790)
Net Income (Loss) (3,418) (1,440) (882) (2,024) (1
Earnings (Loss) per
Share
Basic (0.11) (0.06) (0.06) (0.17) (
Diluted (0.11) (0.06) (0.06) (0.17) (
Weighted Average
Number of Shares
Outstanding 32,252 23,188 15,104 11, 939 7
Working Capital 4,747 1,431 733 1,435 1
Capital Assets 40 46 57 74
Mineral Properties 6,884 5,848 4,581 3,282 2
Long-Term Debt - - - -
Total Assets 12,0098 7,432 5,487 4,980 3
Net Assets -
Shareholder's
Equity 11,671 7,324 5,372 4,790 3
6

ADJUSTED TO UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES
Under U.S. GAAP the following financial information would be adjusted from
Canadian GAAP (references are made to Note 10 of the accompanying consolidated
audited financial statements):

(CDNS$ IN 000, EXCEPT PER SHARE DATA)

2003 2002 2001 2000 1999

CONSOLIDATED STATEMENT
OF OPERATIONS
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Earnings (Loss) for
the year under
Canadian GAAP

Mineral property and
deferred exploration
costs for the year

Mineral property and
deferred exploration
costs acquired from
acquisition of IMPSA

Mineral property and
deferred exploration
costs written off

during the year which

would have been
expensed in the year
incurred

Stock-based
compensation

Earnings (Loss) for

the year under US GAAP

before comprehensive
income adjustments

Unrealized gains on
available-for-sale

securities

Comprehensive
Income (Loss)

Earnings (Loss) per
share under US GAAP

Diluted Earnings

(Loss) per share under

US GAAP

SHAREHOLDERS' EQUITY

Balance per Canadian
GAAP

$(3,418) $(1,440) $(882) $(2,024) $ (1,74
(1,813) (1,267) (1,321) (1,989) (78
- - - - (68
777 - 21 790 9
(144) (102) - _
$(4,598) $(2,809) $(2,181) $(3,224) $(3,11
434 55 - - (8
$(4,164) $(2,754) $(2,181) $(3,224) $(3,19
7
$(0.14) $(0.12) $(0.14) $(0.26 $ (0
$(0.14) $(0.12) $(0.14) $(0.26 $ (0
2003 2002 2001 2000 1999
$11,671 $7,324 $5,372 $4,790 $3, 4
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property and

deferred exploration
costs expensed

Accumulated other
comprehensive income

Balance

MINERAL
RELATED

Balance

per US GAAP

PROPERTIES AND
DEFERRED COSTS

per Canadian

GAAP
Mineral Property
exploration costs and

expenses per US GAAP

BALANCE PER US GAAP

CONSOLIDATED
STATEMENTS OF CASH
FLOWS

OPERATING ACTIVITIES

Cash (used) provided
per Canadian GAAP

Mineral properties and
deferred costs

Mineral property and
exploration

expenditures - IMPSA
Cash used per US GAAP

INVESTING ACTIVITIES

Cash used per Canadian
GAAP

Mineral properties and
deferred costs

Mineral property and
exploration
expenditures - IMPSA

(6,884) (5,848) (4,581) (3,282) (2,0
489 54 - -
$5,277 $1,530 $790 $1,508 51,3
56,884 $5,848 54,581 $3,282 $2,0
$(6,884) $(5,848) $(4,581) $(3,282) $(2,0
$— $- $- $-
8
$(1,388) $(1,306) $(898) $(987) $(1,5
(1,851) (1,267) (1,321) (1,989) (7
— — — — (6
$(3,238) $(2,573) $(2,219) $(2,976) $(3,0
$(1,873) $(1,278) $(1,312) $(2,004) $(3
1,851 1,267 1,321 1,989 7
- - - - 6
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Cash provided (used)
per US GAAP $(22) $(11) $9 $(15) $1,0

FINANCING ACTIVITIES

Cash provided per
Canadian and US GAAP $6,278 $3,264 $1,463 $3,380 $2,5

See Note 10 of the Company's consolidated financial statements.
EXCHANGE RATE HISTORY

The noon rate of exchange on June 22, 2004, reported Dby the United States
Federal Reserve Bank of New York for the conversion of Canadian dollars into
United States dollars was CDN$1.3592 (US$0.7357 = CDN$1.00).

The following table sets forth high and low exchange rates for one Canadian
dollar expressed in terms of one U.S. dollar for the six-month period ended May
31, 2004.

MONTH HIGH LOW
December 2003 0.7738 0.7460
January 2004 0.7880 0.7496
February 2004 0.7626 0.7439
March 2004 0.7645 0.7418
April 2004 0.7637 0.7293
May 2004 0.7364 0.7158

The following table sets forth the average exchange rate for one Canadian dollar
expressed in terms of one U.S. dollar for the past five fiscal years.

PERIOD AVERAGE
January 1, 1999 - December 31, 1999 0.6731
January 1, 2000 - December 31, 2000 0.6746
January 1, 2001 - December 31, 2001 0.6456
January 1, 2002 - December 31, 2002 0.6368
January 1, 2003 - December 31, 2003 0.7206

Exchange rates are based upon the noon buying rate in New York City for cable
transfers in foreign currencies as certified for customs purposes by the Federal
Reserve Bank of New York.

10
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RISK FACTORS

Due to the nature of the Company's business and the present stage of exploration
on its mineral resource properties, the following risk factors apply to the
Company's operations, and will apply to the operations of Golden Arrow Resources
Corporation ("Golden Arrow") in the event the arrangement 1s approved by the
Company's shareholders (see "Item 4. Information on the Company - History and
Development of the Company") :

LIQUIDITY AND CASH FLOW: As at the date of this annual report, the Company has
not generated any revenues from operations to fund ongoing operational
requirements and cash commitments. The Company has financed its operations
principally through the sale of its equity securities. As at May 31, 2004 the
Company had working capital of approximately $7,600,000. Management believes the
Company has adequate resources to maintain its ongoing operations and will
require additional financing for planned exploration and property acquisitions
for the remainder of fiscal 2004. See "Item 5. Operating and Financial Review
and Prospects - Liquidity and Capital Resources".

EXPLORATION STAGE COMPANY: An investment in a natural resources company involves
a high degree of risk. The degree of risk increases substantially where the
Company's properties are in the exploration stage.

ADDITIONAL FINANCING: The Company presently has sufficient financial resources
to meet property commitments on its existing property holdings. The Company at
present does not, however, have sufficient funds to conduct exploration programs
on all these properties and will need to obtain additional financing or find
joint venture partners in order to initiate any such programs.

The Company will continue to rely on successfully completing additional equity
financing and/or conducting joint venture arrangements to further exploration on
its properties. There can be no assurance that the Company will be successful in
obtaining the required financing or negotiating joint venture agreements. The
Company's management may elect to acquire new projects, at which time additional
equity financing may be required to fund overhead and

10
maintain its interests in current projects, or may decide to relinquish certain
of its properties. These decisions will be based on the results of ongoing

exploration programs and the response of equity markets to the projects and
business plan. The failure to obtain such financing or complete joint venture
arrangements could result in the loss or substantial dilution of the Company's
interests (as existing or as proposed to be acquired) in its ©properties as
disclosed herein. The Company does not have any definitive commitment or
agreement concerning any investment, strategic alliance or related effort, on
any of the Company's material properties. It is the Company's intention to seek
joint venture ©partners to provide funding for further work on any or all of
those other properties. Joint ventures may involve significant risks and the
Company may lose any investment it makes in a joint venture. Any investments,
strategic alliances or related efforts are accompanied by risks such as:

1. the difficulty of identifying appropriate joint venture partners or
opportunities;
2. the time the Company's senior management must spend negotiating

agreements and monitoring joint wventure activities;
3. the possibility that the Company may not be able to reach agreement
on definitive agreements, with potential joint venture partners;

4. potential regulatory issues applicable to the mineral exploration
business;
5. the investment of the Company's capital or properties and the loss of

11
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control over the return of the Company's capital or assets;

6. the inability of management to capitalize on the growth opportunities
presented by joint ventures; and

7. the insolvency of any joint venture partner.

There are no assurances that the Company would be successful in overcoming these
risks or any other problems encountered with joint ventures, strategic alliances
or related efforts.

EXPLORATION RISKS: Mineral exploration is highly speculative in nature, involves
many risks and frequently is nonproductive. There can be no assurance that the
Company's efforts to identify resources will Dbe successful. Moreover,
substantial expenditures are required to establish resources through drilling,
to determine metallurgical processes to extract the metal from the ore and to
construct mining and processing facilities. During the time required to
establish resources, determine suitable metallurgical processes and construct
such mining and processing facilities, the economic feasibility of production
may change because of fluctuating prices. The Company would like to establish
resources but does not intend to construct or operate a mine.

PROJECT DELAY: The Company's minerals business 1s subject to the risk of
unanticipated delays in permitting its projects. Such delays may be caused by
fluctuations in commodity prices, mining risks, difficulty in arranging needed
financing, wunanticipated permitting requirements or legal obstruction in the
permitting process by project opponents. In addition to adding to project
capital costs (and possibly operating costs), such delays, if protracted, could
result in a write-off of all or a portion of the carrying value of the delayed
project.

TITLE TO PROPERTIES: The wvalidity of mining claims, which constitute a

significant portion of the Company's undeveloped property holdings, is often
uncertain and may be contested. Although the Company has attempted to acquire
satisfactory title to its undeveloped properties, the Company, 1in accordance

with mining industry practice, does not intend to obtain title opinions until a
decision 1is made to develop a property, with the attendant risk that some
titles, particularly titles to undeveloped properties, may be subject to contest

by other parties. Title to properties may be subject to litigation claims by
others. On March 5, 2004 Minera Aquiline Argentina SA, a subsidiary of Aquiline
Resources Inc. ("Aquiline"), commenced an action against the Company seeking

damages and a constructive trust over certain of the Company's properties in the
Navidad area. The Company believes the Aquiline 1legal action is without merit
and will vigorously defend itself. A Statement of Defence has been filed. The
trial has been set for October 11, 2005 in Vancouver, British Columbia. As of

the date of this annual report the outcome is not determinable. There can be no
assurance that Golden Arrow will not be joined as a defendant in this action at
some point in the future. See "Item 8. Financial Information - Legal
Proceedings."

PRICE FLUCTUATIONS AND SHARE PRICE VOLATILITY: In recent years the securities
markets in Canada have experienced a high level of price and volume volatility
and the market price of securities of many companies, particularly Jjunior

mineral exploration companies, like the Company, have experienced wide
fluctuations which have not necessarily been related to the operating
performance, underlying asset values or prospects of such companies. 1In

particular, the per share price of the Company's common shares on the TSX
Venture Exchange (the "TSX-V") fluctuated from a

11

high of $2.54 to a low of $0.49 during the 12-month period ending December 31,
2003. There can be no assurance that continual fluctuations 1in price will not

12
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occur.

OPERATING HAZARDS AND RISKS: Mining operations involve many risks, which even a
combination of experience, knowledge and careful evaluation may not be able to
overcome. Operations in which the Company has a direct or indirect interest will
be subject to all the hazards and risks normally incidental to exploration for
metals, any of which could result in damage to or destruction of mines and other
producing facilities, damage to life and property, environmental damage and
possible legal liability for any or all damage. Although the Company maintains
liability insurance in an amount which it considers adequate, the nature of
these risks is such that liabilities could exceed policy limits, in which event
the Company could incur significant costs that could have a materially adverse
effect upon its financial condition.

INSURABLE RISKS AND LIMITATIONS OF INSURANCE: The Company maintains certain
insurance, however, such insurance 1is subject to numerous exclusions and
limitations. The Company maintains a Total Office Policy in Canadian dollars on
its principal offices. Generally, the Total Office Policy provides a 90%
coverage on office contents, up to $160,000, with a $500 deductible. 1In
addition, the policy provides general liability coverage of up to $5,000,000 for
personal 1injury, per occurrence and $2,000,000 for legal liability for any one
premises, with a $500 deductible. The Company also has insurance coverage of up
to $5,000,000 for non-owned automobile liability.

The Company maintains a Foreign Commercial General Liability policy in U.S.
dollars which provides US$5,000,000 coverage for bodily injury or property
damage per occurrence and coverage up to US$5,000,000 per offence for personal

injury or advertising injury (libel, slander, etc.). The policy has a general
aggregate limit for all claims during each consecutive policy period, except for
those resulting from product hazards or completed operations hazards, of

US$5,000,000. The policy has a US$5,000,000 aggregate limit for each consecutive
policy period, for bodily injury or property damage liability arising out of
completed operations and products. In addition, the Foreign Commercial General
Liability policy provides for coverage of up to US$10,000 in medical expenses,
per person, with a US$10,000 limit per accident, and up to US$100,000 for each
occurrence of tenants' fire legal liability. The policy does not apply to injury
or damages occurring within Canada, the United States (including its territories
and possessions), Puerto Rico, any countries or territories against which the
United States has an embargo, sanction or ban in effect, territorial waters of
any of the foregoing, the Gulf of Mexico, or international waters or airspace
when an injury or damage occurs in the course of travel or transportation to any
country or place included 1in the foregoing. The policy also does not cover
asbestos related claims or 1liability for bodily injury or property damages

arising out of the discharge, dispersal, release or escape of smoke, vapors,
soot, fumes, acids, alkalis, toxic chemicals, liguids or gases, waste materials
or other irritants, contaminants or pollutants into or wupon land, the
atmosphere, or any water-course or body of water. The policy also contains a
professional 1liability exclusion which applies to bodily injury or property
damage arising out of defects 1in maps, plans, designs or specifications
prepared, acquired or used by the Company or arising out of any act of
negligence, error, mistake or omission 1in rendering or failing to render

professional consulting or engineering services, whether performed by the
Company or other for whom the Company is responsible.

The Company maintains a Foreign Commercial Automobile Liability Insurance policy
on owned, leased, hired and non-owned automobiles with the following liability
limitations:

$5,000,000 bodily injury liability for each person.
$5,000,000 bodily injury liability for each occurrence.
$5,000,000 property damage liability for each occurrence.
$10,000 medical expense coverage, per person.

O O O O

13
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o $10,000 medical expense coverage, per accident.

The foregoing descriptions of the Company's insurance policies do not purport to
be complete and does not cover all of the exclusions to such policies.

MANAGEMENT: The Company 1is dependent on the services of Joseph Grosso, the
President and a director of the Company, Gerald G. Carlson, the Chairman of the
Company's Board of Directors, and Arthur Lang, the Company's Chief Financial
Officer. The loss of any of these people could have an adverse affect on the
Company. Joseph Grosso provides his services to the Company through Oxbow
International Marketing Corp. ("Oxbow"). Gerald G.

12

Carlson provides his services to the Company through KGE Management Ltd. All of
the Company's other officers and directors are employed directly by the Company.
The Company has entered into consulting agreements with Oxbow and KGE Management
Ltd. The Company has entered into an employment agreement with Arthur Lang. The
Company does not maintain "key-man" insurance 1in respect of any of its
principals.

DEPENDENCE UPON OTHERS: The success of the Company's operations will depend upon
numerous factors, many of which are beyond the Company's control, including (i)
the ability of the Company to enter into strategic alliances through a
combination of one or more joint ventures, mergers or acquisition transactions,
(ii) the ability to discover and produce minerals; (iii) the ability to attract
and retain additional key personnel in investor relations, marketing, technical
support, and finance; and (iv) the ability and the operating resources to
develop and maintain the properties held by the Company. These and other factors
will require the use of outside suppliers as well as the talents and efforts of
the Company. There can be no assurance of success with any or all of these
factors on which the Company's operations will depend.

CONFLICTS OF INTEREST: Several of the Company's directors are also directors,
officers or shareholders of other companies. Such associations may give rise to
conflicts of interest from time to time. Such a conflict poses the risk that the
Company may enter into a transaction on terms which could place the Company in a
worse position than if no conflict existed. The directors of the Company are
required by law to act honestly and in good faith with a view to the best
interest of the Company and to disclose any interest which they many have in any
project or opportunity of the Company. However, each director has a similar
obligation to other companies for which such director serves as an officer or
director. The Company has no specific internal policy governing conflicts of
interest. See "Item 6. Directors, Senior Management and Employees - Directors
and Senior Management - Conflicts of Interest".

FOREIGN COUNTRIES AND REGULATORY REQUIREMENTS: The projects in which the Company
has an interest are located in Argentina and Peru. Mineral exploration and
mining activities in Argentina and Peru may be affected in varying degrees by

political instability and government regulations relating to the mining
industry. Any changes in regulations or shifts in political <conditions are
beyond the control of the Company and may adversely affect its Dbusiness. The
Company does not maintain and does not intend to purchase political «risk
insurance. Operations may be affected 1in varying degrees by government
regulations with respect to restrictions on production, ©price controls, export
controls, 1income taxes, expropriations of property, environmental legislation

and mine safety. The status of Argentina and Peru as developing countries may
make it more difficult for the Company to obtain any required exploration
financing for its projects. The effect of all of these factors cannot be
accurately predicted. Both the Argentine and Peruvian economies have experienced
recessions 1n recent years and there can be no assurance that their economies

14
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will recover from such recessions.

As a result of the Provincial and Municipal elections in Peru held in November
2002 and the substantial investment required to advance the Rio Tabaconas
project through the next exploration stage, in June 2002 the Company announced
its intention to take a more measured approach to exploration on the Rio
Tabaconas project to ensure that all local cultural, developmental and
environmental concerns in the region have been addressed which may pertain to
mining activities. The Company intends to conduct further exploration only after
an agreement with the local community of Tamborapa has been finalized and a
Social License to continue has been obtained. Aided by several local, national
and international Peruvian Social-Economic consultants, a Company-Community plan
has been prepared and the Company has made its social-economic policies and
procedures available to the public.

Argentina has recently experienced some economic and political instability.
Management Dbelieves the new democratic elected government is making progress in
the domestic economy and it is improving the 1image of the country
internationally. Additionally, management believes the economic crisis of
December 2001 has been overcome, and although the country defaulted on its
loans, 1t has worked out with the International Monetary Fund a bail-out loan
agreement. The Company maintains the majority of its funds in Canada and only
forwards sufficient funds to meet current obligations and overhead in Argentina.
The Company does not believe that any current currency restrictions which may be
imposed in Argentina will have any immediate impact on the Company's exploration
activities.

IMPACT OF GOVERNMENT REGULATIONS ON THE COMPANY'S BUSINESS: The projects in
which the Company has an interest are located in Argentina and Peru.
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ARGENTINA
MINING INDUSTRY

Mineral companies are subject to both the Argentinean Mineral Code and the
Environmental Protection Mining Code. The Company believes it is in material
compliance with Dboth the Argentinean Mineral Code and the Environmental
Protection Mining Code.

MINING LAW IN ARGENTINA
In IM-11/19 Argentina; Economic Trends-Nov. 1999, the author stated:

Although some ambiguities in its interpretation have emerged,
the 1993 Argentine Mining Code has created a favorable
investment climate 1in the sector. An influx of foreign
capital is Dbringing major copper and gold mines on line in
Catamarca and Santa Cruz provinces, as well as smaller
projects elsewhere.

(Source: U.S. Department of Commerce - National Trade Data Bank, IM-11/19
ARGENTINA; ECONOMIC TRENDS-NOV. 1999).

The right to explore a property (a "cateo") and the right to exploit (a "mina")
are granted by administrative or judicial authorities via concessions. Foreign
individuals and corporations may apply for and hold cateos and minas, at the
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same level as local investors without differences of any nature. Cateos and
minas are freely transferable upon registration with the Provincial Mining
Registry where title to the cateo or mina was first registered. Upon the grant
of a legal <concession of a cateo or a mine, ©parties have the right to explore
the land or to own the mine and the re